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Political donations and contributions
The Company’s policy is not to make any 
donations or contributions to political 
parties or organisations and no such 
payments were made during the year.

Future developments
Further information on future developments 
can be found in the Chief Executive Officer’s 
review on page 3 and in the Business 
Review on pages 4, 18 and the Financial 
review on pages 19 to 31.

By order of the Board

Alice Rivers
Company Secretary
5 March 2010

Registered office
Logica plc
250 Brook Drive
Reading RG2 6UA
United Kingdom

Registered in England
No. 1631639

Annual General Meeting
The Company’s AGM will be held on  
5 May 2010 at 10.30 am at Kings 
Place, 90 York Way, London N1 9AG.
 A summary of the resolutions to  
be proposed at the 2010 AGM is set 
out below:

Ordinary Resolutions

›  to receive the Directors’ and 
Auditors’ reports and the Audited 
Accounts for the year ended 
31 December 2009

›  to approve the final dividend of 
2.3p for each ordinary share for the 
year ended 31 December 2009

›  to approve the Directors’ 
Remuneration Report for the year 
ended 31 December 2009

›  to reappoint 
PricewaterhouseCoopers LLP as 
auditors of the Company and  
to set their fees

›  to elect Jan Babiak as a Non-
Executive Director

›  to re-elect David Tyler as a Non-
Executive Director

›  to re-elect Andy Green as an 
Executive Director

›  to renew the authority given to the 
Directors to allot securities.

Special Resolutions
The following approvals must be 
sought as Special Resolutions. Such 
resolutions will be passed if 75% or 
more of the votes cast are in favour:

›  to renew the authority given to the 
Directors to allot securities for cash 
other than on a pro-rata basis to 
shareholders

›  to renew the Company’s authority 
to purchase its own shares (this will 
allow the Company to repurchase 
the Company’s ordinary shares up 
to a maximum of 10% of the issued 
share capital)

›  to approve new Articles of 
Association of the Company 

›  to approve the calling of a General 
Meeting other than an AGM on not  
less than 14 clear days’ notice.

This is only a summary of the business to  
be conducted at the AGM, the full details of 
the resolutions can be found in the Notice  
of Meeting, a copy of which is available on  
the Company’s website at www.logica.com 
or can be obtained from the Company 
Secretary.

Charity
Our employees continue to be generous  
in their support for charitable causes.  
The Company supports ‘give as you earn’ 
schemes to facilitate financial donations  
by employees via the payroll. The Company 
also encourages employees to support 
charities and participate in local charitable 
events and, where possible, donates surplus 
computers to local good causes. When 
making charitable donations, our aim is to 
develop partnerships with national charities 
and non-governmental organisations in  
the countries in which we operate. Total  
UK charitable donations in 2009 were 
£92,000 (2008: £97,100). Given Logica’s 
role in the knowledge economy, our 
community and charity programmes 
support the development of people, 
especially children. Our 2009 donations 
were made to a children’s charity. We also 
support projects that actively involve our 
employees and, where possible, make use 
of their technical knowledge and expertise. 
We also encourage our employees to raise 
money for causes that support the objective 
of our community policy.

Further information about the Group’s 
activities in the community and charitable 
donations can be found in the Corporate 
Responsibility report on pages 73  
to 75 P73



46

Board composition
At the date of this report the Board is 
comprised of the Non-Executive Chairman, 
three Executive Directors and six Non-
Executive Directors. As part of the Group’s 
ongoing succession planning programme a 
number of changes were made to the Board 
during 2009, details of which can be found 
on page 43.
 The Board has a Nominations Committee  
to evaluate the balance of skills, knowledge 
and experience of individual Board 
members and to make recommendations 
for appointments to the Board. Following 
recommendations made by the Committee, 
Sergio Giacoletto was appointed to the 
Board on 24 February 2009, Frédéric Rose 
was appointed to the Board on 30 April 
2009 and Jan Babiak was appointed to the 
Board on 1 January 2010. In accordance 
with the Company’s Articles of Association, 
the appointments of both Sergio Giacoletto 
and Frédéric Rose as Directors were 
approved by shareholders at the Company’s 
2009 AGM. Jan Babiak will be proposed for 
election as a Director at the Company’s 
forthcoming AGM. 
 In addition, the Nominations Committee 
has proposed Andy Green and David Tyler 
for re-election at the 2010 AGM.
 Directors submitting themselves for 
re-election at the AGM have been subject  
to a rigorous, formal performance 
evaluation and were found to have 
performed effectively during the year. 
Copies of the Directors’ terms and 
conditions of appointment are available  
on request from the Company Secretary.

The names and biographical details of the 
Directors, including those seeking election 
and re-election at the 2010 AGM, can be 
found on pages 37 to 41 P37

The Board believes that the Group has  
fully complied with the Combined Code 
throughout 2009 apart from in the limited 
circumstances described below, where  
an explanation has been provided. The 
Company is listed on both the London and 
Amsterdam stock exchanges and as such, 
has complied with the listing requirements 
of the UK Listing Authority and those of the 
Authority for the Financial Markets (AFM)  
in the Netherlands.

The Board
The Board utilises a framework of prudent 
and effective controls in order to determine 
and manage the Group’s goals, together 
with the necessary strategies and policies 
to achieve these goals. The Company’s 
values and the standards set by the Board 
are upheld throughout the Group with the 
assistance of the executive management, 
central finance, commercial, legal and 
administrative departments and the Group’s 
internal audit function. During 2009 the 
Board has considered reports from the 
Chief Executive Officer and the Chief 
Financial and Operations Officer, together 
with reports from heads of business and 
specialist functions.
 In order to ensure that the Board retains 
overall control of all significant strategic, 
financial, operational and compliance issues, 
the matters reserved for approval by the 
Board include: the Group’s strategic plans; 
its annual operational plans and budgets;  
its annual and interim results and published 
financial statements; major capital expenditure 
commitments; treasury policies; material 
increases to finance facilities; and the terms 
of reference of all Board Committees. 

The Board held six scheduled meetings in 
2009 and was available to hold additional 
meetings when circumstances required. 
During the year, additional Board 
Committee meetings were held to deal with 
a variety of matters including the Group’s 
interim management statements, its annual 
accounts, the Group’s financing facilities 
and the operation of the Group’s share 
plans. The number of scheduled meetings, 
together with the Board’s ability to hold 
additional Committee meetings at short 
notice, is judged to be sufficient to 
discharge the Board’s duties effectively. 
 In order to reflect the geographical 
spread of the Group, and to provide the 
Board with a higher level of visibility of its 
operations, at least two of these meetings 
are normally held outside the UK. In 2009,  
in addition to the UK, meetings were also 
held in Sweden and Germany. In 2010,  
the Board is planning to hold meetings in 
the Netherlands and Portugal as well as  
in the UK.
 Proposed actions are recorded in the 
Board minutes or, where appropriate, in 
relevant Committee minutes, together with 
any concerns that members of the Board 
may have regarding the running of the 
Company.

The Terms of Reference for the Board  
are available on the Company’s website  
www.logica.com/governance or can be 
obtained from the Company Secretary.

The Board endorses and supports the best practice 
guidelines contained in the Financial Reporting 
Council’s 2008 Combined Code on Corporate 
Governance (the Combined Code) (which can be 
found at www.frc.org.uk) through its commitment  
to the highest standards of corporate governance.

Corporate 
governance report

Governance › Corporate governance report 
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   

Communication with shareholders
The Board gives a high priority to 
communication with shareholders and  
takes the opportunities afforded by the 
AGM and meetings with institutional 
investors to ensure a mutual understanding 
of the Company’s objectives and 
performance. In 2009, the Company’s 
Chairman, the Chairman of the 
Remuneration Committee and the Senior 
Independent Director held meetings with  
a number of existing and prospective 
shareholders in order to understand their 
views more fully. In addition, the Chief 
Executive Officer, Chief Financial and 
Operations Officer and the Head of Investor 
Relations held meetings with shareholders 
regarding the Group’s normal course of 
business. In total, during the year, members 
of the Board and Investor Relations met 
with around 300 shareholders or their 
representatives at these meetings and 
conferences.
	 All shareholders are welcomed to the 
AGM where developments in the business 
are explained and shareholders have the 
opportunity to ask questions of any of  
the Directors.
	

Non-Executive Directors’ independence
The Board recognises the valuable 
contribution independent Directors can 
make. During 2009 the Board considered 
the independence of the Non-Executive 
Directors and concluded that each of the 
Non-Executive Directors was independent 
in character and judgement. However, 
Gérard Philippot, who retired from the Board 
at the conclusion of the Company’s 2009 
AGM, was not considered independent 
under the Combined Code, due to his 
previous executive position in Unilog S.A. 
Since his retirement, the Board has been 
and remains fully compliant with this aspect 
of the Code. The Company believes that all 
of the Non-Executive Directors bring 
relevant experience to the Board and make 
valuable contributions to achieving its 
objectives. They do not act with self-interest 
and their primary aims are to maximise 
shareholder wealth and develop the 
Company in line with its strategic goals. 
	 The Company believes that none of the 
Non-Executive Directors hold significant 
commitments outside the Company which 
interfere with their ability to execute their 
responsibilities effectively.

Conflicts of interests
Under the Companies Act 2006, a Director 
has a statutory duty to avoid a situation 
where he or she has, or can have, a direct  
or indirect interest that conflicts, or possibly 
may conflict, with the Company’s interests. 
In accordance with the Act, the Company’s 
Articles have been amended with 
shareholder approval to allow the Directors 
to authorise conflicts or potential conflicts 
of interests in appropriate circumstances. 
The Board has established a procedure to 
ensure that these powers of authorisation 
operate effectively.
	 Under this procedure, the Directors  
have notified the Company in writing of any 
potential conflicts of which they are aware. 
These notifications have been recorded by  
the Company Secretary and have been 
submitted to the Board for review and 
authorisation, as appropriate. In addition, 
any changes to existing interests are 
recorded by the Company and reviewed  
at the next Board meeting. A copy of the 
procedure is provided to all new Directors 
and an explanation forms part of the 
Company’s induction programme for  
new Directors.
	 The Board confirms that the procedure 
referred to above has operated effectively 
during the year and up to the date of  
this Report.

Governance structure at 5 March 2010

   

Executive Committee
(see pages 36 to 39)

Audit Committee
Roger Payne (Chairman)
Jan Babiak
Sergio Giacoletto
Wolfhart Hauser

Remuneration Committee
Noël Harwerth (Chairman)
Frédéric Rose
David Tyler

Nominations Committee
David Tyler (Chairman)
Sergio Giacoletto
Andy Green
Noël Harwerth
Roger Payne

Board of Directors
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Board performance 2009
The Board is subject to an annual 
performance review which covers the 
effectiveness of the Board, its Committees 
and individual members and takes into 
account factors such as composition, 
expertise, information flows, roles, 
responsibilities and procedures. A full  
review has been conducted in line with  
this process. Each Director completed a 
comprehensive questionnaire, following 
which one-to-one interviews were 
conducted by the Chairman with each 
Director. The information from the 
questionnaires and interviews was compiled 
into a report which was presented to the 
Board by the Chairman at its meeting in 
February 2010.
 As part of this process, any Director  
who has served on the Board for a period  
in excess of six years is subject to a 
particularly rigorous review.
 The performance of the Chairman was 
assessed by the Non-Executive Directors. 
The process for this was led by the Senior 
Independent Director with all Directors 
providing feedback on the Chairman’s 
performance. The results were discussed 
with the Chairman by the Senior 
Independent Director.
 During 2009, Andy Green, Chief 
Executive Officer, held one-to-one meetings 
with each of the Executive Directors to 
discuss their performance and to set 
targets for the year ahead. Each Executive 
Director received a set of strategic and 
functional objectives for the coming year.
 There are regular meetings between the 
Chairman and the Non-Executive Directors 
to discuss the performance of the Company 
and any matters of relevance or concern. 
Where appropriate, action is taken to 
address any concerns of the Directors.

The Company’s website www.logica.com 
provides access for all shareholders to 
information about the Company, including 
results presentations and press releases. 
Financial reporting is presented in such a way 
as to provide a balanced and understandable 
assessment of the Company’s position  
and prospects.
 The Board is made aware of shareholders’ 
views through direct feedback from 
face-to-face meetings and presentations 
with institutional shareholders. If shareholders 
or investors do not wish to follow the usual 
methods of communication through the 
Chairman, Chief Executive Officer or Chief 
Financial and Operations Officer, the 
Board’s Senior Independent Director is 
available to meet with shareholders or 
investors. Directors are regularly updated 
on shareholder and market matters through 
internal briefings and the provision of 
external analysts’ reports. The Company’s 
Investor Relations department is dedicated 
to facilitating communication with investors, 
both institutional and retail.

Further information about Investor Relations 
and the Company’s principal shareholders 
can be found on the Company’s website: 
www.logica.com/investors

Chairman and Chief Executive Officer
There is a clear division of responsibility 
between the running of the Board by the 
Chairman, and the Chief Executive Officer’s 
responsibility for running the business. The 
Chairman is responsible for ensuring the 
effectiveness of the Board and is Chairman 
of the Nominations Committee. He also 
liaises with the Chief Executive Officer on 
strategic issues. The Chief Executive Officer 
is responsible for the overall management of 
the Company and for leading the Executive 
Directors and the Executive Committee.

Details of the Executive Committee can  
be found on pages 36 to 39 P36

Induction and training
Upon appointment, all Directors undergo  
a comprehensive induction programme, 
tailored to their individual requirements. 
 The induction programme includes 
training on Directors’ duties and 
responsibilities, Board procedures and 
various governance-related issues, including 
conflicts of interests and procedures for 
dealing in Logica plc shares. In addition, 
they meet with the heads of all the major 
business units and receive appropriate 
ongoing training and updates to improve 
their knowledge and skills. The Directors’ 
training requirements are subject to  
regular review. 
 As part of the induction programme 
Directors also make a number of site  
visits. Members of individual Committees 
receive specific training in connection  
with their duties, which includes attendance 
at seminars and briefings by external 
advisers where applicable. Board members 
are also invited to attend an annual 
leadership conference.

Board support
The Company Secretary, through the 
Company Secretariat function, is responsible 
for providing administrative and logistical 
support to the Board. Advice and support 
on governance, compliance and regulatory 
matters is also provided. All Directors have 
access to the advice and services of the 
Company Secretary and a procedure is in 
place to enable Directors to seek independent 
professional advice at the Company’s 
expense. No such advice was sought  
by any Director during the year.

Governance › Corporate governance report 
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›	� as part of the Executive Committee’s 
review of the top 10 business risks, 
proposals to improve mitigations are 
presented and discussed. Matters 
considered during the year included 
refinements to the implementation of  
the Group’s risk appetite through new 
authority matrices and sign-off levels;  
the development of ‘Bid Smart’, the 
Group’s new governance process for 
bids, including a new, refined project  
and service line risk management 
methodology; and business continuity 
planning improvements, including the 
development of pandemic risk mitigation 
plans and in particular planning for the 
possible impact of the H1N1 virus 

›	� a detailed assessment of the Company’s 
fraud risk management framework was 
completed during the year. This resulted 
in a number of short- and medium-term 
improvement actions being identified 
and a detailed discussion on fraud risk 
taking place at the Executive Committee

›	� a redesigned controls self-assessment 
process was implemented in September 
2009. This was designed to complement 
Group Internal Audit work, with countries 
and entities being required to complete 
assessments for areas where no Group 
Internal Audit work had been performed 
during the year. As well as covering the 
overall control environment, it comprised 
eight major business process areas from 
project control and procurement, to HR 
and finance. The results of these self 
assessments have been sense-checked 
and will now be validated, on a sample 
basis, on subsequent Group Internal 
Audit reviews. 

Internal control
The Board has overall responsibility for the 
Group’s system of internal control and for 
reviewing its effectiveness. The Board 
delegates the responsibility for operating 
and monitoring the systems of internal 
control to executive management in each  
of the Group’s business units. 
	 These systems are designed to manage  
and not eliminate risk of failure to achieve 
business objectives and can only provide 
reasonable and not absolute assurance 
against material errors, losses, fraud or 
breaches of laws or regulations.
	 The Group’s systems of internal control 
cover all material controls including 
financial, operational and compliance as  
well as risk management systems and are  
in accordance with the Turnbull guidance 
and the Combined Code.
	 The key elements of the system of 
internal control in operation are:

›	� business units operate under mandatory, 
written policies and procedures, as set 
out in the Group’s business management 
system. Policies and procedures are kept 
under review by experienced 
representatives from across the Group. 
Key Group policies are then reviewed 
and approved by the Board 

›	� the Group’s mandatory policies include  
a Group ethics policy and a confidential 
disclosure policy, the latter of which 
describes the ‘whistleblowing’ 
arrangements in operation for the Group 

›	� the Group’s mandatory policies include an 
authority matrix, setting out the levels of 
authority delegated to individual Board 
members and Group senior executives on 
a wide range of matters including those 
relating to capital expenditure, property 
leases and freeholds, bids and commercial 
contracts, publicity, treasury issues, 
employment matters and legal disputes 

›	� key strategic and operational risks  
are considered as part of the annual 
planning and budgeting process. 
Throughout the year, the Chief Executive 
Officer and Chief Finance Officer of each 
business unit produce written monthly 
reports for Group analysis and review. 
These comprise detailed financial results, 
forecasts, cash flows and commentary 
on major contracts, covering opportunities 
and threats within the business 

›	� the Group’s Chief Executive Officer and 
Chief Financial and Operations Officer 
conduct monthly business reviews of the 
major business units within the Group 

›	� the Chief Executive Officer, Chief 
Financial and Operations Officer and  
the Board carry out formal reviews of 
major bids, where opportunities exceed 
specified monetary values or risk profiles 

›	� research and development and capital 
investment programmes are subject to 
formal review and approval 

›	� quality assurance teams are in place  
in all business units, supporting local 
management in assuring and improving 
the quality of operational delivery. These 
teams are key to the operation and 
maintenance of the ISO and other 
industry standard quality accreditations 
in place throughout the Group 

›	� the Group’s systems of internal control 
and its internal control procedures are 
reviewed and tested on a sample basis 
by Group Internal Audit. The results of 
Group Internal Audit work are routinely 
reported to the Group’s executive 
management and the Audit Committee
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The Board confirms that it has continued  
to review the effectiveness of the Group’s 
internal controls and risk management 
processes during 2009 and up to the date 
of this Report and that, during the period, 
these reviews have covered all material 
controls, including financial, operational and 
compliance controls and risk management 
systems. Where weaknesses have been 
identified or reported through the various 
mechanisms outlined above, appropriate 
corrective action is agreed and closely 
monitored.

External auditors
The external auditors provide a 
supplementary, independent perspective  
on the overall integrity of those areas of the 
internal control system which they assess  
in the course of their work. Their findings 
are reported regularly to the Audit 
Committee. The Audit Committee assesses 
the evidence provided to them and seeks to 
ensure that the risk management process 
adequately addresses all of the major risks 
to the Group. To ensure auditor objectivity 
and independence, there is a stringent 
process in place to approve non-audit work. 
 Proposed work must be approved by the 
Chief Financial and Operations Officer before 
being passed to the Audit Committee for 
approval at specific financial levels. Copies 
of all internal audit reports are automatically 
copied to the external auditors to ensure 
communication is both comprehensive  
and transparent.

Details regarding the remuneration  
of the external auditors for both audit  
and non-audit work can be found on  
page 93 P93

Going concern
The Directors, having made enquiries, 
consider that the Company and the Group 
have adequate resources to continue in 
operational existence for the foreseeable 
future, and therefore it is appropriate to 
maintain the going concern basis in 
preparing the financial statements.

The conclusions arising out of the Group’s 
risk management activities are closely 
interlinked with the evaluation and 
management of the Company’s Key 
Performance Indicators (KPIs), which are  
set out on pages 136 to 137.

Financial reporting process 
In addition to the general internal control 
and risk management framework set out 
above, the following elements of the internal 
control system are specific to the financial 
reporting process: 

›  the relevant Group mandatory policies 
covering: a) a reporting policy, that sets 
out what is to be reported monthly  
to the Chief Executive Officer and b) a 
revenue recognition policy

›  the Group’s financial reporting system 
has been designed and implemented  
to ensure consistency and visibility of 
management information, thereby 
providing a sound basis for Group and 
cluster management review processes 

›  all countries are required to produce a 
monthly Chief Executive Officer’s report 
which includes high level financial 
reporting of business performance and 
major projects. These reports are 
reviewed by the Chief Executive Officer, 
the Chief Financial and Operations 
Officer and other senior members of the 
Group finance and commercial functions 

›  all countries are required to produce 
weekly cash flow and monthly foreign 
exchange exposure reports. These are 
reviewed by the Group Treasurer and 
utilised to ensure hedging control and 
cash management for the Group 

›  the Group reporting team undergo 
quarterly technical training, provided  
by the external auditors, to ensure that 
they are up to date on financial reporting 
standards and good practice 

›  the financial reporting review process 
performed by the Group finance function 
includes benchmarking to compare 
country performance, identify risk areas 
and determine improvement actions for 
specific countries or for the Group as 
a whole. 

Risk management
The Board recognises the need to understand 
and control the variety of risks to which the 
Group is exposed. In order to address these 
challenges on behalf of the Board during the 
year, the Audit Committee oversaw the 
Executive Committee’s risk management 
activities. The Executive Committee updated 
the framework for managing risk within the 
Group which saw the major risks taken back 
into its ownership. The Executive Committee 
took responsibility for the regular evaluation of 
generic and specific risks within the business 
and the implementation of mitigation plans to 
address them. Five practice panels responsible 
respectively for the areas of delivery, 
operations, finance, human resources, and 
sales and marketing, supported the Executive 
Committee, particularly in updating policy  
and processes to improve the Group’s risk 
management practices. 
 The risk management process identifies, 
evaluates and manages significant risks 
faced by the Group. Risks are assessed with 
reference to the achievement of the Group’s 
business objectives and according to 
current market and economic issues. The 
continuous monitoring of strategic and 
operational risks is the responsibility of the 
Board and line management respectively. 
The risk process has been in place for the 
year under review and up to the date of  
this Report.
 As referred to in the internal control 
section above, clearly defined delegation  
of responsibilities and authorisation levels 
contribute to a comprehensive system 
which exists for controlling these risks and 
ensuring they are adequately addressed. 
 Core operating procedures, common  
to all areas of the Group, are clearly 
documented in the business management 
system referred to in the internal control 
section.
 Regular internal control reviews are 
presented to the Audit Committee. Audit 
Committee papers, including internal control 
reviews, are circulated to all Board members.

The key risks and measures to mitigate risks 
identified by the Board are listed on pages 
70 to 71 P70

Governance › Corporate governance report 
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›	� an extensive goodwill evaluation 
covering the Group’s activities which 
supported the carrying value thereof 
with no impairment deemed necessary.

In addition, at each Audit Committee 
meeting, the Committee may review a 
variety of standing items including progress  
on actions taken in response to the 
Committee’s representations; relevant  
legal, reporting practice and compliance 
developments; major acquisitions/
divestments; any reports filed under the 
Company’s confidential disclosure and  
fraud policies; compliance with the 
Company’s code of ethical conduct, 
including ‘whistleblowing’, and any other 
special investigations falling under the 
terms of reference of the Committee. 
	 The Committee is authorised to 
investigate any activity within its terms of 
reference and to seek any information that it 
requires from any employee of the Company 
and its subsidiaries. All employees are 
directed to cooperate with the Committee. 
The Committee has the right to consult the 
Company’s professional advisers or, if it is  
not satisfied with the advice received, seek 
further independent professional advice at 
the Company’s expense. The Committee 
believes that the skills, qualifications and 
commercial experience of its members are 
appropriate for them to perform their duties.

Meetings
The Audit Committee meets with the 
Company’s external auditors in private at 
least four times a year and during the year 
the Committee had a satisfactory level of 
dialogue with the auditors. Two Committee 
members constitute a quorum. The 
Chairman, Chief Executive Officer, Chief 
Financial and Operations Officer, Deputy 
Chief Financial Officer, Head of Internal 
Audit and other appropriate specialist 
functional managers attend meetings at the 
request of the Committee. The Committee 
also met with the Head of Internal Audit in 
private on two occasions during the year.  
In addition, the Chairman had meetings  
with both external and internal auditors  
on a regular basis.

›	� PwC’s 2009 proposed fee and audit 
strategy 

›	� the review and approval of the 
Company’s ongoing policy for using PwC 
for non-audit work. Logica has a clear 
policy on the use of auditors in a 
non-audit capacity which is aimed at 
ensuring their continued independence. 
The use of the auditors for book-keeping 
services or other services related to 
accounting records or financial 
statements is specifically disallowed.  
The Audit Committee believes that  
there is non-audit work such as certain 
assurance and advisory services that 
may be best performed by the auditors 
as a result of their unique position and 
knowledge of the Company. Any 
non-audit work of this nature with a value 
greater than £20,000 that is tax related 
or is greater than £10,000 in any other 
case requires formal approval by the 
Audit Committee. The policy and overall 
fees paid to our auditors are also 
reviewed on an annual basis by the  
Audit Committee

›	� the appropriateness and approval of  
the Company’s accounting policies 

›	� the review of the 2008 full year and 
2009 interim announcements 

›	� the review of the Company’s 2008 
annual report and accounts, in particular 
the financial overview, report of the 
Directors, financial statements (including 
notes to the accounts) and relevant 
sections of the Corporate Governance 
report, all of which were recommended 
for approval by the Board 

›	� reports and updates from the Company’s 
Internal Audit function. The internal audit 
plans for 2009 were reviewed and 
approved. These reports and updates 
additionally covered the Company’s 
management of its internal controls 

›	� reports relating to the Company’s risk 
management process including any 
specific key risks identified. In addition, 
the impact of changing legislation and 
regulation, were considered and where 
necessary, appropriate action was taken 

›	� the review of the financial position of  
the Company’s defined benefit pension 
schemes 

›	� the review of the Company’s tax and 
treasury policies 

Audit Committee
Composition
The Audit Committee is comprised solely  
of independent Non-Executive Directors. 
During 2009 the membership of the 
Committee was as follows:

	Roger Payne	 Chairman from
			  10 September 2004
	Wim Dik	 Member until 
			  30 April 2009
	Sergio Giacoletto	 Member from 
			  24 February 2009
	Wolfhart Hauser	 Member from  
			  1 January 2007

Jan Babiak was appointed as a member  
of the Committee with effect from  
1 January 2010. 
	 The Board considers Roger Payne to have 
recent and relevant financial experience 
following his previous role as the financial 
director of a former FTSE 100 listed 
company. When Roger Payne retires from 
the Board at the Company’s 2010 AGM it  
is intended that Jan Babiak will replace him 
as Chairman of the Committee. The Board 
considers that Jan Babiak will meet the 
recent and relevant financial experience 
requirement due to her previous role as a 
managing partner at Ernst and Young. 
	 The composition of the Audit Committee 
and its terms of reference reflect the 
Combined Code and the Smith Guidance. 

Activities
The Committee’s activities include the 
review and approval of presentations  
and reports from senior management, 
consulting as necessary with the external 
auditors. In 2009, the Committee 
specifically considered the following:

›	� the performance of the Company’s 
independent auditor, 
PricewaterhouseCoopers LLP (PwC) 
(including qualifications, expertise and 
resource, effectiveness, objectivity and 
independence), and recommended their 
re-election as the Company’s auditors 

›	� the reports and updates from PwC  
which during the year summarised the 
conclusions from the 2008 audit and 
included regular feedback on the status 
of the Company’s control environment 
and management’s responsiveness to 
audit results 
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(non-Board member) attend meetings  
at the invitation of the Committee.
 The Committee has the right to appoint 
independent advisers and, if it is not 
satisfied with the advice received, seek 
further independent professional advice at 
the Company’s expense. Kepler Associates 
were the principal independent advisers to 
the Committee until September 2009 when, 
following a review by the Committee of its 
advisers, Hewitt New Bridge Street were 
appointed to that role.
 The Directors’ Remuneration Report, 
which describes the Committee’s functions 
and its remuneration policies for Directors 
and senior management in more detail,  
is set out on pages 55 to 69.
 The Committee believes that the skills, 
qualifications and commercial experience  
of its members are appropriate for them to 
perform their duties in accordance with the 
terms of reference laid down by the Board.

Meetings
The Committee meets at least four times  
a year and any two Committee members 
constitute a quorum.

The full Terms of Reference of the 
Audit, Nominations and Remuneration 
Committees are available on the 
Company’s website www.logica.com 
or can be obtained from the Company 
Secretary.

Meetings
The Nominations Committee was convened 
on two scheduled occasions during 2009. 
Two Committee members, both of whom 
must be independent Non-Executive 
Directors, constitute a quorum. Other 
Directors are entitled to attend at the 
invitation of the Committee and additional 
meetings may be convened if required.

Remuneration Committee
Composition
The Remuneration Committee is comprised 
solely of independent Non-Executive 
Directors. During 2009 the membership  
of the Committee was as follows:

 Noël Harwerth  Chairman from 
   5 November 2007
 Wolfhart Hauser  Member until  
   30 April 2009
 Frédéric Rose Member from
   30 April 2009
 David Tyler Member from  
   5 November 2007

Although the composition of the Committee 
does not meet the strict recommendations 
of the Combined Code, due to the 
membership of the Chairman of the 
Company, the Board believes that the wide 
range of knowledge and experience brought 
to the Committee by a membership which 
has executive and non-executive experience 
in the IT industry and other sectors, both in 
the UK and abroad, is particularly well suited 
to the current requirements of the Company.

Activities
The Remuneration Committee’s principal 
activities are to determine the Company’s 
senior executive remuneration policy and 
levels of remuneration for the Company’s 
Chairman, Executive Directors, Executive 
Committee, certain other members of 
senior management, the Company 
Secretary and the Head of Internal Audit. 
The Committee takes into consideration  
the pay and conditions of employment for 
employees when considering executives’ 
remuneration. The Chief Executive Officer 
and the Group’s Chief People Officer 

Nominations Committee
Composition
The Nominations Committee is comprised 
of a majority of independent Non-Executive 
Directors. During 2009 the membership of 
the Committee was as follows:

 David Tyler Chairman from
   17 November 2007
 Wim Dik  Member until  
   30 April 2009
 Sergio Giacoletto  Member from
   30 April 2009
 Andy Green Member from 
   17 January 2008
 Noël Harwerth Member from 
   26 February 2008
 Roger Payne Member from 
   4 June 2007

Following a recommendation from the 
Committee, the Board appointed Sergio 
Giacoletto as the Company’s Senior 
Independent Director on the retirement  
of Wim Dik.

Activities
The activities of the Committee include 
reviewing the balance of skills, knowledge 
and experience represented on the  
Board and its Committees and making 
recommendations to the Board concerning 
any adjustments deemed to be appropriate.
 The Committee oversees the search and 
selection process for new Directors. It can, 
and during the year did, engage external 
independent professional advisers to assist  
it when seeking potential Board members.  
A shortlist of candidates will normally be 
established and selected candidates will  
be interviewed and recommended for 
consideration by the Board.
 The Committee also regularly reviews 
the Group’s succession planning process 
which is designed to ensure leadership 
continuity within the Group’s most senior 
executive positions over the medium- and 
long-term and to identify and develop 
individuals with the potential to take on key 
or critical management positions in future. 
 In addition, the Committee is responsible 
for overseeing the Board appraisal process.

Governance › Corporate governance report 
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in accordance with applicable law and 
United Kingdom Accounting Standards 
(United Kingdom Generally Accepted 
Accounting Practice).
	 In preparing the Group Financial 
Statements, the Directors have also elected 
to comply with the IFRSs, issued by the 
International Accounting Standards Board 
(IASB). The Group and Parent Company 
Financial Statements are required by law  
to give a true and fair view of the state  
of affairs of the Company and the Group  
and of the profit or loss of the Group for  
that period.

External appointments
Executive Directors are normally permitted 
to accept and maintain one non-executive 
appointment in a major company at any one 
time. Fees earned by Executive Directors 
are retained by the relevant Director, which 
reflects the personal risk assumed in such 
appointments. 

Board attendance
The table below shows the attendance  
of Directors at scheduled meetings of the 
Board as well as the Audit, Remuneration 
and Nominations Committees during 2009.
	 Directors are normally provided with  
the agenda and papers for Board and 
Committee meetings one week prior to  
the meetings. Directors who are unable  
to attend a meeting provide feedback  
to the Chairman, Chairman of the 
Committee or the Company Secretary  

as appropriate and their comments are  
then communicated at the meeting.

Statement of Directors’ Responsibilities 
in respect of the annual report, the 
Directors’ remuneration report and  
the financial statements
The Directors are responsible for  
preparing the annual report, the Directors’ 
remuneration report and the Group and  
the Parent Company Financial Statements 
in accordance with applicable law and 
regulations.
	 Company law requires the Directors  
to prepare financial statements for each 
financial year. Under that law the Directors 
have prepared the Group Financial 
Statements in accordance with International 
Financial Reporting Standards (IFRSs) as 
adopted by the European Union, and the 
Parent Company Financial Statements  

Board attendance at scheduled meetings during 2009

Member	 Board Meetings	 Audit Committee	 Remuneration Committee	 Nominations Committee
		  Attended	 Possible	 Attended	 Possible	 Attended	 Possible	 Attended	 Possible
David Tyler	 6(C)	 6	 –	 –	 4	 4	 2(C)	 2
Andy Green	 6	 6	 –	 –	 –	 –	 2	 2
Seamus Keating	 6	 6	 –	 –	 –	 –	 –	 –
Crister Stjernfelt	 5	 6	 –	 –	 –	 –	 –	 –
Sergio Giacoletto*	 6	 6	 3	 3	 –	 –	 1	 1
Noël Harwerth	 6	 6	 –	 –	 4(C)	 4	 2	 2
Wolfhart Hauser*	 6	 6	 4	 4	 1	 1	 –	 –
Roger Payne*	 6	 6	 4(C)	 4	 –	 –	 2	 2
Frédéric Rose*	 5	 5	 –	 –	 3	 3	 –	 –
Wim Dik*	 2	 2	 1	 1	 –	 –	 1	 1
Gérard Philippot*	 1	 2	 –	 –	 –	 –	 –	 –
(C) Denotes Chairman of the Board or Committee.
* Board Changes
Sergio Giacoletto was appointed to the Board on 24 February 2009 and became a member of the Audit Committee from that date. He was appointed as a member of the 
Nominations Committee on 30 April 2009 following the Committee meeting held on that date.
Wolfhart Hauser stood down from the Remuneration Committee on 30 April 2009.
Roger Payne will resign from the Board following the conclusion of the forthcoming AGM on 5 May 2010 when his appointment as Chairman of the Audit Committee will also end.
Frédéric Rose was appointed to the Board on 30 April 2009 and became a member of the Remuneration Committee on that date.
Wim Dik and Gérard Philippot resigned from the Board at the AGM held on 30 April 2009. Wim Dik’s membership of both the Audit and Nominations Committees ended on his 
resignation as a Director.
Jan Babiak was appointed to the Board and the Audit Committee on 1 January 2010. It is intended that she will become the Chairman of the Audit Committee with effect from  
5 May 2010.
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Annual General Meeting
All Directors are expected to attend the AGM 
to answer shareholders’ questions, with the 
Chairmen of the Audit, Remuneration and 
Nominations Committees present to answer 
any questions on the responsibilities and 
activities of their Committees. All Directors 
attended the 2009 AGM. To ensure that the 
views of all shareholders are reflected 
proportionately, it is the Company’s policy  
for all resolutions to be voted on a poll.

By order of the Board

Alice Rivers
Company Secretary
5 March 2010

In preparing those financial statements,  
the Directors are required to:

›  select suitable accounting policies  
and then apply them consistently 

›  make judgements and estimates  
that are reasonable and prudent 

›  state that the Group Financial 
Statements comply with IFRSs as 
adopted by the European Union (EU)  
and IFRSs issued by the IASB and,  
with regard to the Parent Company’s  
Financial Statements, that applicable  
UK Accounting Standards have been 
followed, subject to any material 
departures disclosed and explained  
in the financial statements. 

The Directors confirm that they have 
complied with the above requirements  
in preparing the financial statements.
 The Directors are responsible for keeping 
proper accounting records that disclose 
with reasonable accuracy at any time the 
financial position of the Company and the 
Group and to enable them to ensure that 
the Financial Statements and the Directors’ 
Remuneration Report comply with the 
Companies Act 2006 and with respect to 
the Group Article 4 of the IAS Regulation.
 They are also responsible for 
safeguarding the assets of the Company 
and the Group and hence for taking 
reasonable steps for the prevention and 
detection of fraud and other irregularities.

The Directors are responsible for the 
maintenance and integrity of the corporate 
and financial information included on the 
Company’s website www.logica.com. 
Legislation in the United Kingdom governing 
the preparation and dissemination of 
financial statements may differ from 
legislation in other jurisdictions.
 Each of the Executive and Non-Executive 
Directors, whose names and functions are 
referred to on pages 37 to 41, confirm that, 
to the best of their knowledge:

›  the Group financial statements, which 
have been prepared in accordance with 
IFRSs, as adopted by the EU, give a true 
and fair view of the assets, liabilities, 
financial position and profit of the  
Group; and 

›  the business review and risk factors 
include a fair review of the development 
and performance of the business and  
the position of the Group, together with  
a description of the principal risks and 
uncertainties that it faces. 
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During the year the Committee took advice, 
as appropriate, from: 

›  Hewitt New Bridge Street (HNBS)  
(the Committee’s independent executive 
remuneration advisers from October 
2009 to date). HNBS also provided 
general compensation benchmark data 
to a number of countries within the 
Group and advised on the operation and 
implementation of the Company’s share 
plans. HNBS provided no other services 
to the Group. The terms of engagement 
between the Company and HNBS are 
available on request from the Company 
Secretary

›  Kepler Associates were the Committee’s 
independent executive remuneration 
advisers until September 2009 and did 
not provide any other advice or services 
to the Group 

›  both advisers are founder signatories  
to the Code of Conduct for executive 
remuneration consulting.

In addition, advice was sought where 
appropriate from other sources, namely  
the Chief Financial and Operations Officer 
and the Chief People Officer.
 The Committee may invite any of the 
Executive Directors to attend all or part  
of its meetings. Individuals are not present 
when their own remuneration is being 
discussed. 
 The Committee’s terms of reference  
are available on the Company’s website  
at www.logica.com/governance or from  
the Company Secretary.
 The size and experience of the 
Committee is appropriate for the size of the 
Board and the experience of the individual 
members is appropriate to ensure that the 

The Report comprises the following  
three sections:

Remuneration  
Committee overview
Responsibilities
The Remuneration Committee is 
responsible to both the Board and the 
shareholders. The Committee’s principal 
responsibilities are summarised below:

›  determining the overall policy for 
executive remuneration

›  approving the remuneration packages 
and conditions of employment of the 
Chairman, the Executive Directors, the 
Executive Committee members, the 
Company Secretary, the Head of Internal 
Audit and other senior management

Remuneration Committee 
overview
›  responsibilities 
›  key issues considered in  

2009 and 2010 P56

Remuneration policy and  
key programmes
›  key elements of remuneration 

2010 P57

›  summary description of key 
programmes P58

›  remuneration policy for Non-
Executive Directors P61

2009 remuneration review
›  summary of executive  

arrangements for 2009 P62

›  approving the annual bonus targets  
for the senior executives

›  overseeing the policy and management 
of the Company’s employee share plans

›  ensuring due consideration of 
environmental, social and corporate 
governance issues when setting the 
remuneration of Executive Directors

›  ensuring that the Company pays 
appropriately for the performance 
achieved

›  overseeing all associated risks arising 
throughout the Company when setting 
remuneration. 

The Committee is guided by the strategic 
and financial priorities of the Group as 
outlined in other sections of the annual 
report. The Committee also takes account 
of the changing nature of the business; the 
markets in which it operates; and reward 
practices and employment conditions of 
employees throughout the Group.

Committee composition, meetings  
and terms of reference
The Committee is composed entirely of 
independent Non-Executive Directors: 

 Member From To
 Noël Harwerth* 1 Jan 2007 To date
 Wolfhart Hauser  1 Jan 2007  30 Apr 2009
 Frédéric Rose 30 Apr 2009 To date
 David Tyler  5 Nov 2007  To date

* Chairman from 5 Nov 2007.

The Committee held four scheduled and 
four additional meetings during 2009.  
See page 53 of the Corporate Governance 
report for details of attendance by  
individual members. 

This report has been prepared by the Remuneration 
Committee and has been approved by the Board for 
submission to shareholders. The Committee believes 
the report complies with Schedule 8 to the Large 
and Medium Companies and Groups (Accounts  
and Reports) Regulations 2008 and the relevant 
requirements of the Listing Rules of the UK  
Listing Authority.

Directors’  
remuneration report
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Remuneration policy  
and key programmes
The Committee’s remuneration policy for 
the following year is based on the principles 
outlined below to ensure that it remains 
relevant to the business: 

›  to provide remuneration that is 
competitive, attracts the right calibre of 
executive to the Group and is effectively 
aligned with the interests of shareholders 
and other stakeholders, including clients 
and employees

›  the remuneration for senior executives is  
set with reference to total compensation 

›  the policy supports and drives a 
performance-oriented culture that links 
rewards to the performance of the 
individual, the business they are 
responsible for and the Group as a whole 
by providing a remuneration package 
that contains appropriately motivating 
targets

›  the competitive remuneration provided to 
the senior executive team is commensurate 
with the global nature of the Group and 
the executive team. Target levels of 
remuneration are benchmarked against 
similarly-sized suitable UK-listed 
companies and selected international 
sector competitors. These comparator 
companies are selected on the basis of 
size (in both financial terms and with 
regard to number and type of employees), 
complexity and international scope  
of operations 

›  Directors’ contractual arrangements  
are in line with UK governance guidelines 
and competitive market practice 

›  the Committee regularly reviews its 
remuneration policy in the light of 
significant regulatory developments, 
market practice and shareholder 
feedback 

›  the Committee monitors the level of 
reward to ensure that it is fair and 
proportionate in light of performance 

›  shareholders will be consulted when 
material changes to the policy are  
being considered. 

The Committee aims to strike an 
appropriate balance between: (i) the fixed 
and variable; and (ii) the cash and equity 
components of the total remuneration 
package. The adjacent chart shows that:  

Committee maintains its independence  
to oversee the remuneration policies of  
the Company.
 In line with the requirements of the 
Combined Code, the Board undertook  
a review of the effectiveness of the 
Committee during the year. Overall the 
Committee performed well; was sufficiently 
briefed on changing market practice and 
governance requirements. Based on the 
evaluation the Committee reviewed and 
restructured its meeting schedule in order 
to perform its duties most effectively.

Key issues considered in 2009 and 2010
In the difficult economic environment of 2009 
Logica faced some real challenges during the 
year. The Committee’s focus has been to 
ensure that the Company’s reward policy  
and programmes continued to motivate 
management to work together, to respond to 
the economic situation and to deliver results 
with a real focus on long-term sustainability 
and value to shareholders. Executive 
remuneration arrangements were reviewed in 
2009 and adapted in the light of the changed 
business circumstances as explained below. 
Key issues considered included:

›  review of executive remuneration 
arrangements

›  executive performance and bonus 
payments in respect of 2008

›  executive bonus arrangements and 
targets for 2009

›  executive and employee share plans 
(including performance conditions)

›  modifications to the Partners’ Incentive 
Plan and the Performance Multiplier  
Plan, to take account of the economic 
situation

›  adoption of the Restricted Share Plan
›  base pay increases for the Executive 

Committee (2009 and 2010)
›  contractual arrangements for new 

Executive Committee members
›  approval of Directors’ remuneration 

report.

During 2010 the Committee intends  
to consider:

›  changes to remuneration policy 
›  executive bonus arrangements  

and targets
›  executive and employee share plans 

including performance conditions.

(i) the total remuneration for Executive 
Directors is weighted most heavily towards 
the performance-related elements; and (ii)  
a significant proportion of pay is delivered  
in shares. The variable elements of pay 
comprise the annual bonus, the Partners’ 
Incentive Plan (PIP), the Performance Multiplier 
Plan (PMP) and the Executive Equity 
Participation Plan (ExEPP) and the fixed 
elements of remuneration charted are base 
salary and pension.
 Our reward policies are designed to 
motivate management to achieve the 
short- and long-term goals of Logica, without 
taking undue risk, by directly linking reward 
to key measures of the business 
performance particularly by:

›  rewarding key financial, strategic and 
personal performance through the 
annual bonus plan

›  encouraging share ownership and 
alignment with shareholder interest 
through our co-investment share plan 
(the Executive Equity Participation Plan) 

›  the introduction in 2009 of (i) a profit  
share plan (the Partners’ Incentive Plan)  
which delivers reward in shares and  
(ii) the Performance Multiplier Plan which 
is directly linked to the PIP and fosters  
the creation of shareholder value in the 
longer term.

Remuneration mix
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Key elements of remuneration in 2010
The table below summarises the key elements of the Executive Directors’ remuneration in 2010. The mix includes fixed and variable 
elements which constitute the Directors’ total compensation. The total compensation and each element in it are reviewed annually.  
The mix may change year on year.

Element Objective Policy Award level
Total 
compensation

To provide competitive total 
compensation to executives allowing 
the Company to attract and retain 
talented leaders 

Compensation provided should be 
commensurate with the executive’s 
contribution to the Company.  
The Committee intends to pay 
appropriately based on skill, 
experience and performance  
achieved by the executive

Total compensation is determined with 
reference to the remuneration policy 
for senior executives outlined on  
page 56 

Annual base 
salary

Reflects an employee’s market  
value, responsibility, experience  
and contribution to the Group  
and individual performance

Reviewed annually on 1 April. Market-
competitive base salaries against 
suitable comparator companies based 
on size, sector and international scope

Salaries are reviewed against business 
and personal performance, local 
market conditions and take account  
of pay increases within the Group

Annual bonus 
(Executive 
Bonus Plan)

Incentivises executives to achieve 
and exceed specific short-term 
financial, strategic and personal 
objectives; deferred element 
contributes to retention

Paid in cash. Maximum reward only  
for overachieving targets.
Requirement to invest 20% of net 
annual bonus in shares for three  
years with an option to invest up  
to a further 30%

Incentive awards range from 0 to a 
maximum of 125% of annual salary 
and reflect performance against 
stretching, key financial and strategic 
targets and the individual’s personal 
contribution to the performance of  
the Group

Executive Equity 
Participation 
Plan (ExEPP)

A deferred bonus plan which aligns 
interests of shareholders and 
executives through investing in 
Company shares and encourages 
executives to build a significant 
shareholding in the Group

Certain senior executives are required 
to invest part of their annual bonus in 
shares. Executives may also voluntarily 
invest some of their bonus in shares  
if invited to do so. In return, matching 
shares are released conditional on 
Group performance over a three- 
year period.

Senior executives and certain other 
senior managers are eligible. The 
requirement is to invest 20% and 
executives may invest up to a further 
30% of net annual bonus in this plan. 
Matching awards are on a one-to-one 
gross-of-tax basis subject to 
performance conditions

Partners’ 
Incentive Plan 
(PIP)

A long-term incentive that is designed 
to reward Logica Partners for 
sustained Group performance 
(measured by adjusted profit before 
tax) to ensure management and 
shareholder interests are aligned

Awarded in shares, it comprises an 
Annual Pool, the size of which is up to 
5% of the previous year’s adjusted 
pre-tax profit provided a profit target, 
set by the Committee, is reached

The value of the Annual Pool is divided 
into points. These points are distributed 
at a pre-determined flat rate to Logica 
Partners with a proportion typically 
being set aside to provide additional 
reward to top performers below 
Managing Partner level

Performance 
Multiplier Plan 
(PMP)

Directly linked to the PIP and designed 
to reward Logica’s Executive and 
Managing Partners for exceptional 
growth over a rolling three-year basis

Shares awarded under the PMP are 
only released for achieving stretching 
Group targets over a forward looking 
three-year period. The performance 
target is set at grant

Linked to the PIP annual grant, the 
number of shares awarded is twice 
that of the Partners’ Incentive Plan 
share award

Pension Provides competitive retirement 
benefits

UK-based executives may participate 
in the defined contribution plan or 
receive a cash allowance. Pension for 
the Sweden-based Executive Director 
reflects local market practice

Employer contributions for UK-based 
Directors:
CEO: 30% of annual base salary
UK Executive Director: 20%

Share retention 
policy 

Requires executives to build and 
maintain a significant shareholding in 
the Group and supports alignment 
with shareholder interests

The shareholding requirement  
for executives is expressed as a 
percentage of annual salary and  
was reviewed during the year 

Shareholding requirements  
(as a percentage of salary) are: 
CEO – 200%
Executive Directors – 100%
Executive Committee – 50%
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The annual base salaries of Executive Directors are summarised below:
       2008 2009 2010
Andy Green      £700,000 £700,000 £700,000
Seamus Keating      £420,000 £420,000 £420,000
Crister Stjernfelt*      £273,300 £273,300 £273,300
* SEK converted at the rate of 11.91 

Executive Equity Participation  
Plan (ExEPP)
The ExEPP requires participants to invest  
a minimum of 20% and allows up to a 
maximum of 50% of their after-tax annual 
bonus payment in Company shares. 
Participation is compulsory for Executive 
Directors and Executive Committee (EC) 
members but voluntary for other senior 
managers invited to join the Plan. If 
participants remain in the Group’s 
employment and retain their shares for three 
years, then provided the performance 
conditions are met, the Company will match 
the shares on a one-to-one gross of tax basis.
 The performance conditions, which are 
identical for each of the ExEPP and the LTIP, 
contain elements of both earnings growth 
and Total Shareholder Return (TSR). Details 
of these conditions may be found on page 
67 (for 2009 and prior awards) and graphics 
1 and 2 on page 60 (for 2010). The 
comparator group for 2010, against which 
the TSR measurement is calculated, 
comprises the constituents of the FTSE 350 
(excluding investment trusts and financial 

Calculation of annual bonus

Baseline Bonus %
0 – 125% of salary based on:

Group profit and cash; 
BU profit and cash for business unit 

(BU) leaders;
the performance of their function for 

heads of global functions
×

Strategic and  
Personal Performance

Multiplier ranging from 0 – 2 based  
on achievement of key strategic and 

personal objectives
=

Total Incentive % Payable
Capped at 125% of annual  

base salary

Summary description of key 
programmes 
Annual base salary 
In setting the annual base salary of 
executives, the Committee has taken 
account of the broad economic 
environment and the general movement  
of pay across the Company. Against this 
background the Executive Committee 
proposed and the Remuneration Committee 
accepted that, as in 2009, there should  
be no increase in executive salaries in  
2010 (except to reflect a change in job 
responsibilities). Details of the annual base 
salaries of Executive Directors are shown 
below. The Committee also approved a 
proposal to move the annual pay review 
date for executives from January to April. 
This brings the executives into line with 
other senior management across the Group 
and enables the effective communication  
of the total reward package.

Annual bonus
The Executive Bonus Plan (EBP) rewards 
executives for achieving key short-term 
financial, strategic and personal objectives. 
 The EBP for 2009 comprised three core 
elements; financial results (operating profit 
and cash); strategic measures; and personal 
performance. The payment calculated in 
relation to financial performance is 
increased or decreased depending on 
performance under the other two factors.
 The structure of the 2010 Plan has  
been simplified by reducing the number  
of multipliers from two to one as illustrated 
in the next columns:

services). The Committee felt this is an 
appropriate comparator group given the 
insufficient number of direct technology 
sector comparators. For 2010, the earnings 
condition will be based on adjusted profit 
before tax per share growth (rather than 
earnings per share growth used for 
historical awards).

Partners’ Incentive Plan and 
Performance Multiplier Plan 
The Partners’ Incentive Plan (PIP) and 
Performance Multiplier Plan (PMP) form  
an integral element of the Company’s 
overall strategy to create a unified Logica, 
drive cultural change and deliver value to 
shareholders in the medium- and longer-
term. The cultural change is reflected in the 
appointment of around 250 senior leaders 
as ‘Logica Partners’ to support the 
development of a partnership ethos who 
share the responsibility for driving the 
performance of Logica as a whole. A small 
number of Partners (up to approximately 
40) who have particularly significant 
leadership roles are appointed as Executive 
or Managing Partners.

The PIP operates as follows:

›  a pool is established each year dependent 
upon the Company’s adjusted profit  
before tax. Once the target set by the 
Committee has been exceeded, the pool 
may deliver up to 5% of the Company’s 
adjusted profit before tax for the year,  
less an estimation of employers’ social 
security costs 

›  the Committee allocates the annual pool 
between Logica Partners on a points 
based system

›  the value of a participant’s final points 
allocation of the annual pool is used to 
provide a conditional award of ordinary 
shares in the Company which vests on  
the third anniversary of grant, subject to 
continued employment.
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on page 60). The Committee considers 
these targets appropriately stretching in 
light of internal and external forecasts. 

Restricted Share Plan
The Board approved the adoption of a 
Restricted Share Plan – to be used below 
the Board for new hires and for retention 
purposes. Historically the Company has 
made one-off awards (for recruitment and/
or retention) on a bespoke basis without 
having an underlying framework set of rules 
to support them. The Plan will typically be 
used in connection with the recruitment of 
senior employees where it is sometimes 
necessary to compensate for the value of 
share based awards forfeited on cessation 
of employment with previous employers 
and/or to offer a joining grant or to support 
the retention of critical employees (with 
awards being satisfied by market purchase 
shares). The total number of awards granted 
will be within our share plan dilution limits.

	� Target is normally expected to be no less 
than budgeted adjusted PBT for the year. 
At this level and above, the PIP pool 
would be equal to 5% of adjusted profit 
before tax.

		  This is illustrated in the graph below.
 
Changes to the PMP
The Committee also decided that PMP 
awards granted each year from 2010 will 
vest subject to rolling three-year adjusted 
profit before tax per share growth 
conditions with the base year being the 
financial year prior to grant (instead of 
awards for 2008, 2009 and 2010 all vesting 
by reference to Earnings per Share growth 
for the period 2008-2010 as was previously 
the case). For awards made in 2010 the 
Committee decided that the PBT per share 
performance range will be set at 20% 
growth over the three-year period to 2012 
for a 1:1 match, rising to 40% growth on a 
sliding scale for a 2:1 match (see Graphic 3 

The PMP was approved by shareholders at 
the 2009 AGM and operates as follows: 

›	� the PMP is linked to the PIP and provides 
for an annual award to Executive and 
Managing Partners of two times the 
number of shares awarded under the PIP. 
Participants have a contingent right to 
receive shares after three years subject to 
continued employment and achievement 
of a performance condition

›	� for the minimum required level of 
performance the number of shares that 
would vest would be equal to the number 
of shares awarded under the relevant PIP. 
If the maximum performance condition  
is achieved two times the PIP shares 
awarded will vest. No shares will vest  
if the minimum performance level has 
not been achieved

›	� for the PMP awards granted in 2009 (by 
reference to the PIP shares delivered in 
2009) the performance condition was 
based on the EPS growth over the three 
year period to 31 December 2010.

Changes to the PIP
In light of adverse economic conditions the 
Committee re-assessed the current design 
of the PIP to ensure it continued to meet  
the objectives of: a) providing appropriate 
long-term incentive for delivering business 
results and b) supporting the retention of 
key leaders. Following consultation with 
shareholders in February 2010, the 
Committee has decided to make two 
changes to the plan to take effect for 
awards to be made from 2011:

1.	� A minimum PIP point with a value of £50 
will apply for adjusted PBT greater than 
£200 million. At this level the combined 
expected value of a PIP and PMP award 
is around 55%-60% of base salary for 
Andy Green and Seamus Keating which  
is significantly below the typical value  
of long-term incentive awards offered  
by other companies according to 
independently obtained benchmarking 
data. This change supports both the 
performance and retention objectives 
cited above.

2.	� The PIP pool will start to accrue value  
at a lower point i.e. 85% of Target. This 
makes the slope below Target shallower 
than before.

In no circumstances will the total annual pool be more than 5% of adjusted profit before tax.

£50

Proposed PIP Point Value

Illustration of the Partners’ Incentive Plan as Revised
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›  the Employee Equity Partnership Plan –  
for all employees, subject to local 
regulatory arrangements

›  the Employee Stock Purchase Plan –  
for employees in the United States

›  Logica Insight and the Plan d’Epargne 
d’Enterprise – tax efficient savings 
contracts for employees in France

›  a UK-approved Sharesave and an 
International Sharesave Plan where 
possible.

Further details of the performance 
conditions attached to these plans  
(where applicable) may be found on  
pages 67 and 68.

Benefits and pensions
Benefit and pension entitlements are in  
line with normal practice for the country  
in which the executive resides.
 The pension allowance for the CEO is 
30% of salary. The allowance for the other 
UK based Executive Director is 20% of 
salary (17.75% of salary if taken as cash).
 Current benefits for Executive Directors 
are outlined on page 61.

Share retention policy
Executive Directors and Executive 
Committee (EC) members are expected  
to acquire and retain a significant holding  
in the Company under the share retention 
policy. The requirement is expressed  
as a percentage of annual base salary  
(as outlined in the table on page 57). 
 The Committee considers salary to be  
the most appropriate reference point as  
it is less volatile than total remuneration, 
easily understood and compliance is  
easily measured. 
 It is anticipated that the requirement will 
normally be achieved through participation 
in the Company’s share plans.

Summary of Executive Directors’ 
benefits and service agreements
Executive Directors each have a service 
agreement that continues until normal 
retirement age unless terminated by either 
party. No Executive Director’s service 
contract includes a liquidated damages 
clause or enhanced provisions in the event 
of a change of control. Executive Directors’ 
and EC members’ contracts do not contain 
any provision for compensation upon 
termination of employment beyond 
payment in lieu of contractual notice and 
benefits. The principal terms of the service 
agreement and benefits are shown on  
page 61.

Long Term Incentive Plan (LTIP)
The LTIP is a discretionary benefit offered  
to senior employees as well as to staff with 
high potential or to recognise significant 
achievements. Awards under the LTIP are 
usually granted as a conditional award of 
shares. Subject to the satisfaction of the 
performance condition set at the time of the 
award and continuous employment within 
the Group, the shares are released following 
the third anniversary of the date of grant. 
Although this plan has generally been 
replaced as the primary long-term incentive 
for executives by the PIP and the PMP, 
transitional LTIP awards will be made in 
2010 in certain cases as the proposed 
changes to the PIP will not take full effect 
until 2011. The LTIP will be retained for  
use where appropriate.

Other share plans
Logica also operates the following 
additional share plans:

›  the Executive Share Option Plan 2006 
(ESOP) – the Company has retained a 
share option plan which would normally 
only be used in circumstances where  
use of other discretionary plans may  
be inappropriate, for example, due to  
local taxation or securities regulations. 
No options were granted under this  
plan in 2009
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The fees for Non-Executive Directors  
are shown in the table below:

	Role	 Fee (£pa)*
	Chairman	 300,000
	Non-Executive base fee	 45,000

	Additional fees^	
	Audit Committee Chairman	 15,000
	Remuneration Committee Chairman	12,000
	Senior Independent Director	 10,000
	Audit Committee member	 5,000
	Remuneration Committee member	 5,000

* �Part of the base fee is delivered in shares (£30k for the 
Chairman and £10k for other Non-Executive Directors)

^ �Additional fees are not payable to the Chairman of the 
Board 

Remuneration policy for  
Non-Executive Directors 
The Chairman’s fee is determined by  
the Board upon the recommendation  
of the Committee and the CEO. The fees  
of the other Non-Executive Directors are 
approved by the Executive Directors  
based upon recommendations from the 
Chairman and the CEO. 
	 A review of the fees and fee structure  
for the Non-Executive Directors was 
undertaken (having last been reviewed  
in 2007 and changed in January 2008).  
It was decided that no changes would be 
made to fee levels for 2010.
	 The Non-Executive Directors are 
encouraged to build up and retain a 
shareholding of one times their annual  
fee during their tenure. 

Non-Executive directorships 
Executive Directors may normally  
accept and maintain one non-executive 
appointment in a major company at any one 
time. Such appointments can broaden their 
knowledge and experience to the benefit  
of the Company. Fees earned by Executive 
Directors are retained by the relevant 
director which reflects their personal risk 
assumed in such appointments.
	 Crister Stjernfelt has a non-executive 
directorship with Ortivus AB from whom  
he receives remuneration of 160,000 SEK 
per annum. He also has a non-executive 
directorship with Vitec Software Group.  
His annual fee from Vitec is 60,000 SEK.

 
Name

 
Location

Effective date  
of appointment

 
Benefit summary

 
Notice period

 
Contract details

Andy Green UK 1 January 2008 Pension; life insurance; 
permanent health 
insurance; private 
medical insurance 
benefits; medical 
check-up; car allowance; 
chauffeur service for 
business and home to 
work travel; personal 
accident insurance

One year from the 
Company, six months 
from the individual 

Any payment made in lieu of 
notice is calculated on the basis 
of gross salary, plus 30% 
pension contribution plus a 
contribution to the value of 
benefits. The contract includes 
a mitigation clause, requiring 
the Executive actively to seek 
alternative employment during 
the notice period – payments 
will be reduced accordingly if 
such employment is found

Seamus Keating UK 1 January 2002 Pension; life insurance; 
permanent health 
insurance; private 
medical insurance 
benefits; medical 
check-up; company  
car and fuel (or cash 
allowances in lieu); an 
interest free travel ticket 
loan; personal accident 
insurance

One year from the 
Company, six months 
from the individual 

Any payment made in lieu of 
notice is calculated on the basis 
of gross salary, plus 12.5% as 
a contribution to the value of 
benefits. If the Company makes 
a payment in lieu of notice, his 
entitlement to a company car 
will continue as if notice had 
been given to him in the event 
of termination of employment 
by the Company

Crister Stjernfelt Sweden 10 October 2006 Pension; life insurance; 
permanent health 
insurance; company  
car; personal accident 
insurance 

Six months from  
either party

12 months’ severance pay is 
payable. If he assumes new 
duties during this period the 
right to remaining severance 
pay ceases
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Value of share grants to be made in March 2010 in relation to 2009 performance.
        Value of a Value of Value of LTIP
       PIP PIP point PIP shares PMP shares transition
Name     points re 2009 re 2009 shares* award†

Andy Green     4,000 £24.44 £97,760 £195,520 £204,480
Seamus Keating     2,250 £24.44 £54,990 £109,980 £115,020
* subject to PBT per share performance condition    
† subject to PBT per share and TSR performance condition    

Governance › Directors’ remuneration report 

Amendment to the terms of certain  
long-term incentive awards
A variation to the terms of the awards  
that were granted under the Long Term 
Incentive Plan and the Executive Equity 
Participation Plan to executives on 10 April 
2007 has been made available to United 
Kingdom tax resident participants. 
 Such awards (including awards held  
by Seamus Keating) will be permitted to 
vest on 25 March 2010, 15 days ahead of 
their normal vesting date of 10 April 2010.
 The vesting of the awards remains 
subject to the EPS and TSR performance 
conditions set at grant save for the variation 
that in relation to the TSR element of the 
performance conditions, the performance 
period will be shortened by 20 days to  
20 March 2010.
 The amendment provides an opportunity 
for the taxation of the awards to fall within 
the 2009/10 tax year (potentially leading  
to a taxation saving for the participants at 
no cost to the Company). The Committee 
considers it appropriate to have provided 
the UK participants with such an opportunity. 
 Any such accelerations are conditional 
on clawback terms providing that if the 
awards would have otherwise been forfeited 
between the new vesting date and the 
normal vesting date (e.g. in bad leaver 
circumstances or if the performance 
conditions over the full period would have 
resulted in vesting to a lesser extent), the 
Company may recover the award gain from 
the participant. The award gain for such 
purposes would be calculated by reference 
to the pre-tax gain made by the participant 
(i.e. the market value of the shares at 
vesting) and the Company’s employers’ 
National Insurance charge paid on that gain.
 All other terms of the awards remain 
unchanged.

In 2009, Group financial performance  
was between threshold and target.
 The Committee assessed that overall  
good progress had been made against  
the strategic measures and awarded a 
multiplier of 0.94. Personal leadership  
and contribution was assessed to have 
been above the norm. Consequently the 
Committee decided that awards for 
Directors should be in the range of 72% to 
85% of annual base salary. This compares  
to an award of 120% of annual base salary 
for the CEO in 2008.

Partners’ Incentive Plan and 
Performance Multiplier Plan 
Awards were made under the Partners’ 
Incentive Plan and the Performance 
Multiplier Plan which were introduced  
in 2008. The 2008 PIP point value was 
£25.42 and shares were granted in 2009. 
A transition award was also made under the 
LTIP. For the PMP awards granted in 2009 
(by reference to the PIP shares also granted 
in 2009) the performance condition was 
based on the EPS growth over the three-
year period to 31 December 2010. For EPS 
growth over the three-year period of 40%, 
the PIP award would be matched one for 
one and for growth of 80% or greater it 
would be matched on a two for one basis. 
Details of the awards can be found on 
page 64.
 For 2009 the PIP point value is £24.44. 
Following shareholder consultation in 
February 2010, the Committee decided to 
use the existing LTIP to make top up awards 
to Andy Green and Seamus Keating to 
ensure that a meaningful level of award, 
albeit below market level, is made this year. 
The LTIP awards (see table below) have the 
same conditions as those of the ExEPP.

The Board has the power to award 
additional fees to Non-Executive Directors 
for services outside the scope of their 
ordinary duties. No such additional 
payments were made in 2009.

Contractual arrangements
The Chairman and Non-Executive Directors 
do not have service contracts with the 
Company. They are not normally eligible to 
participate in performance related bonus 
plans, Group share plans or Group 
employee benefit arrangements. 
 They are not entitled to any payments for 
loss of office or any unexpired term of their 
appointment as a Non-Executive Director. 

2009 remuneration review
Summary of executive arrangements  
for 2009
Annual base salary 
Taking account of the economic situation 
and that approximately two-thirds of 
employees were subject to salary freeze in 
2009, the Committee approved a proposal 
from the Executive Committee that there 
should be no increase for executive salaries 
in 2009 (see table on page 58). 

Annual bonus
The Executive Bonus Plan (EBP) rewarded 
executives for: 

›  achieving key short-term financial targets 
(operating profit and net debt)

›  performance against strategic measures 
(Outsourcing and High Growth Area 
orders; offshore headcount and brand 
development) and 

›  their individual personal contribution  
to the performance of the Group.
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Directors’ Remuneration table (this information has been audited)

				   Performance-					     Pension	 Pension
			   Salary 	 related	 Other	 Benefits	 Total	 Total	contributions	contributions
			   and fees 	 bonus	 payments	 in kind	 2009	 20081	 20092	 20081

	 		  £’000	 £’000		  £’000	 £’000	 £’000	 £’000	 £’000
Executive Directors
Andy Green		  700	 594	 –	 32	 1,326	 1,973	 210	 210
Seamus Keating		  420	 333	 –	 17	 770	 1,091	 84	 84
Crister Stjernfelt		  273	 198	 –	 6	 477	 696	 107	 145
			   1,393	 1,125	 –	 55	 2,573	 3,760	 401	 439

Non-Executive Directors
David Tyler 3		  300	 –	 –	 1	 301	 301	 –	 –
Wim Dik 4		  29	 –	 –	 –	 29	 88	 –	 –
Sergio Giacoletto 5,7		  49	 –	 –	 –	 49	 –	 –	 –
Frédéric Rose 6		  34	 –	 –	 –	 34	 –	 –	 –
Noël Harwerth 7		  57	 –	 –	 –	 57	 57	 –	 –
Wolfhart Hauser 7		  52	 –	 –	 –	 52	 55	 –	 –
Roger Payne 7		  60	 –	 –	 –	 60	 60	 –	 –
Gérard Philippot 4		  15	 –	 –	 –	 15	 45	 –	 –
			   596	 –	 –	 1	 597	 606	 –	 –

Total		  1,989	 1,125	 0	 56	 3,170	 4,366	 401	 439
1 Figures shown as reported in 2008 (i.e. not at constant f/x rates)
2 Pension contributions include cash payment in lieu of contribution to approved pension plan for Andy Green (30% of salary)
3 £30,000 of the annual fee is taken as shares
4 Retired as a Non-Executive Director at the 2009 AGM held on 30 April 2009
5 Appointed a Non-Executive Director on 24 February 2009
6 Appointed a Non-Executive Director on 30 April 2009
7 £10,000 of the annual fee is taken as shares (pro-rated for Sergio Giacoletto from date of appointment)

Former director, Jim McKenna, retired on 30 September 2008. As part of his contract he retained his company car and fuel benefit until 30 September 2009. The value of the  
benefit during 2009 was £19.7k. The pro-rata bonus payment that he received in respect of 2008 was adjusted from £273k to £350k, to reflect a full nine months pro-ration after 
the publication of the 2008 annual report and accounts.

2009 performance against strategic and financial measures noted in this remuneration report

Outsourcing orders 

Offshore headcount   

High Growth Area orders

(End 2008: 5,000)

doubled
+21%*

Adjusted operating profit   

(2008 actual: £267 million) 

£272m*

Adjusted profit before tax

(2008 actual: £230 million) 

£249m*

Adjusted EPS

(2008 actual: 12.3p) 

12.5p*
5,100

Net debt 

(At 31 December 2008:  
£(438) million)

£(291)m

* For definition of pro forma see page 20
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Directors’ Share Interests (this information has been audited)
       1 January  31 December
       2009  2009
       (or date of Acquired (or date
       appointment during of leaving
       if later) the year if earlier)
       Beneficial Beneficial Beneficial
Andy Green      683,363 641,991 1,325,354
Seamus Keating      193,293 257,452 450,745
Crister Stjernfelt      202,366 84,429 286,795
David Tyler      319,551 27,512 347,063
Wim Dik      6,509 3,109 9,618
Sergio Giacoletto      0 7,643 7,643
Noël Harwerth      6,619 9,327 15,946
Wolfhart Hauser      25,909 27,218 53,127
Roger Payne      27,035 9,170 36,205
Gérard Philippot      6,509 0 6,509
Frédéric Rose      0 0 0
None of the Directors hold non-beneficial holdings.
The market price of the shares at 31 December 2009 was 113.7p (31 December 2008 was 69p) and the range during the period 1 January to 31 December 2009 was 61.75p to 135.9p.
The Company keeps a record containing full details of Directors’ shareholdings and options to subscribe for shares. At 31 December 2009, the Logica Employee Share Ownership 
Plan Trust owned 12,930,222 shares. Between 1 January and 5 March 2010, the holding of the Trust reduced by 4,458 following the exercise of options by employees. Andy Green, 
Seamus Keating and Crister Stjernfelt held options over shares held in the trust.

Partners’ Incentive Plan and Performance Multiplier Plan (this information has been audited)
Shares granted to Executive Directors under the Partners’ Incentive and Performance Multiplier Plans are shown in the table below.  
The EPS performance condition for the Performance Multiplier Plan is described on page 67.

     Released/   Share  
   At 1 Granted (lapsed) At 31  price on  
   January during during December  grant Release 
   2009 the year the year 2009 Grant date date date
Partners’ Incentive Plan        
Andy Green  – 147,362 – 147,362 23-Mar-09 69p 23-Mar-12
Seamus Keating  – 82,891 – 82,891 23-Mar-09 69p 23-Mar-12
Crister Stjernfelt  – 46,050 – 46,050 23-Mar-09 69p 23-Mar-12
Performance Multiplier Plan        
Andy Green  – 294,724 – 294,724 08-May-09 81.16p 23-Mar-12
Seamus Keating  – 165,782 – 165,782 08-May-09 81.16p 23-Mar-12
Crister Stjernfelt  – 92,100 – 92,100 08-May-09 81.16p 23-Mar-12

Governance › Directors’ remuneration report 
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Long Term Incentive Plan (this information has been audited)
Shares granted to Executive Directors under the Long Term Incentive Plan are shown in the table below. The EPS and TSR performance 
conditions for the plan are described on page 67.

					     Released/			   Share	  
			   At 1	 Granted	 lapsed	 At 31		  price on	  
			   January	 during	 during	 December		  grant	 Release 
			   2009	 the year	 the year	 2009	 Grant date	 date	 date
Andy Green		  –	 750,000	 –	 750,000	 23-Mar-09	 69p	 23-Mar-12
			   954,545	 –	 –	 954,545	 04-Apr-08	 110.25p	 04-Apr-11
			   954,545	 750,000	 –	 1,704,545			 
Seamus Keating		  –	 450,000	 –	 450,000	 23-Mar-09	 69p	 23-Mar-12
			   545,455	 –	 –	 545,455	 04-Apr-08	 110.25p	 04-Apr-11
			   204,638	 –	 –	 204,638	 10-Apr-07	 183.25p	 25-Mar-10
			   224,550	 –	 224,550	 0	 25-May-06	 167p	 22-Jun-09
			   974,643	 450,000	 224,550	 1,200,093			 
Crister Stjernfelt		  –	 190,000	 –	 190,000	 23-Mar-09	 69p	 23-Mar-12
			   206,460	 –	 –	 206,460	 04-Apr-08	 110.25p	 04-Apr-11
			   123,121	 –	 –	 123,121	 10-Apr-07	 183.25p	 10-Apr-10
			   204,488	 –	 204,488	 0	 01-Nov-06	 165.50p	 20-Nov-09
			   534,069	 190,000	 204,488	 519,581			 
Seamus Keating received 112,275 shares exercised at 75.39p per share.
Crister Stjernfelt received 102,244 shares exercised at 120.75p per share.

Restricted Shares (this information has been audited)
Restricted Shares granted to the Chief Executive Officer are shown in the table below. 

					     Released/			   Share	  
			   At 1	 Granted	 lapsed	 At 31		  price on	  
			   January	 during	 during	 December		  grant	 Release 
			   2009	 the year	 the year	 2009	 Grant date	 date	 date
Andy Green		  445,193	 –	 445,193	 0	 27-Feb-08	 166p	 31-Mar-09
			   645,169	 –	 –	 645,169	 27-Feb-08	 166p	 31-Mar-10
			   316,963	 –	 –	 316,963	 27-Feb-08	 166p	 31-Mar-11
			   1,407,325		  445,193	 962,132			 
Andy Green received 472,554 shares (445,193 shares awarded and 27,361 shares in respect of dividends paid by the Company) at the price of 63.54p per share on 31 March 2009.
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Executive Equity Participation Plan (this information has been audited)
Shares purchased through the Executive Equity Participation Plan and its predecessor, the Executive Equity Partnership Plan, together 
with the Company matching awards are shown in the tables below. Shares purchased by the Executive Directors are included in the 
Directors’ interests table on page 64.
        Shares  
        Shares held acquired Shares held at
        at 1 January during 31 December
       2009 the year 2009
Andy Green      – 363,574 363,574
Seamus Keating      103,992 145,284 249,276
Crister Stjernfelt      15,443 62,185 77,628

      Matching Matching Matching Matching
       shares shares shares shares
       held at awarded exercised held at
      Performance 1 January during during 31 December
    Award date period end 2009 the year* the year 2009
Andy Green   06-Apr-09 06-Apr-12 – 619,926 – 619,926
      – 619,926 – 619,926
Seamus Keating   06-Apr-09 06-Apr-12 – 247,722 – 247,722
    08-Mar-07 08-Mar-10 99,197 – – 99,197
    07-Apr-06 07-Apr-09 78,226 – 78,226 0
      177,423 247,722 78,226 346,919
Crister Stjernfelt   06-Apr-09 06-Apr-12 – 145,486 – 145,486
    03-Apr-08 03-Apr-11 36,130 – – 36,130
      36,130 145,486 0 181,616
* Awards made in 2009 were granted at a share price of 67.75p.
Seamus Keating exercised 78,226 shares at the price of 75.76p per share on 22 June 2009.

Governance › Directors’ remuneration report 
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Performance conditions applying to historical awards
Subject to certain conditions being satisfied, the conditional award of shares shall be transferred to the participant on or as soon as 
reasonably practicable after the vesting date. 
	 The performance conditions applying to grants between 2004 and 2006 under the Executive Equity Partnership Plan, and the Executive 
Equity Participation Plan, the Long Term Incentive Plans in 2008 and 2009 and the Performance Multiplier Plan in 2009 are described below.

								        Percentage of  
								        shares that vest
2004 – 2006 – Executive Equity Partnership Plan
Average EPS growth per annum in excess 	 Growth in UK RPI + 7%					     100%
of growth in UK RPI		  Growth in UK RPI + 3%					     20%

			   Less than growth in UK RPI + 3%				    0%
			   Awards may vest on a straight line sliding scale between 20% and 100%	
			   between average EPS growth of UK RPI + 3% and UK RPI + 7%		
2007 and 2008 Executive Equity Participation and Long Term Incentive Plans
50% of the award will be subject to an 	 Growth in UK RPI + 7%					     100%
EPS performance condition		  Growth in UK RPI + 3%					     30%

			   Less than growth in UK RPI +3%				    0%
			�   Awards may vest on a curved line sliding scale between 30% and 100%  

between average EPS growth of UK RPI + 3% and UK RPI +7%
50% of the award will be subject to a 	 TSR Upper Quartile (or 75%)				    100%
TSR performance condition*		  TSR Median (50%)					     30%

			   Below Median ranking					     0%
			�   Awards may vest on a curved line sliding scale between 30% and 100%  

within the 50th and 75th percentile	
2009 Executive Equity Participation and Long Term Incentive Plans
50% of the award will be subject to an 	 Growth 7% growth in EPS				    100%
EPS performance condition		  Growth 3% growth in EPS				    30%

			   Less than 3% growth					     0%
			�   Awards may vest on a curved line sliding scale between 30% and 100%  

between average EPS growth of between 3% and 7%
50% of the award will be subject to a 	 TSR Upper Quartile (or 75%)				    100%
TSR performance condition*		  TSR Median (50%)					     30%

			   Below Median ranking					     0%
			   Awards may vest on a curved line sliding scale between 30% and 100%  
			   within the 50th and 75th percentile
Performance Multiplier Plan EPS performance conditions for 2009 award (linked to the 2009 Partners’ Incentive Plan award)
EPS growth over the three-year period to 	 For EPS growth of 40%			   PIP award shares matched 1 for 1
31 December 2010			  For EPS growth of 80%			   PIP award shares matched 2 for 1

			   Awards may vest on a straight line sliding scale between 40% and 80%.  
			�   None of the award shares will vest if EPS growth over the three-year  

period is less than 40%

The Committee sets performance conditions each time an award is made under the long-term incentive plans. EPS growth and TSR  
are the two performance measures previously applied to the LTIP, the ExEPP and, should it be used, the ESOP. EPS growth remains 
substantially within the control of management and therefore the Committee continues to consider it an appropriate measure of the 
underlying financial performance of the Company. TSR measures the return on a notional investment in a company over a given period. 
TSR is determined by regard to the index measuring the growth in a company’s shares price over a period, with the index assuming any 
dividends paid are reinvested in that company’s shares on a net basis on the ex-dividend date. TSR can be a useful measure of a company’s 
performance relative to others within a selected comparator group. The vesting schedule above shows how each half of an award could 
vest at the end of the relevant three-year performance period under the EPS and the TSR performance conditions. Performance Multiplier 
Plan awards for 2009 have a stretching EPS performance condition. 

* �The comparator group for 2009 comprised Accenture; Atos Origin; Capgemini; Capita; CGI Group, Computer Sciences Corporation; Dassault Systems; Group Steria; IBM;  
Infosys Technologies; Indra Sistemas; Misys; Ordina; Sage; SAP; Sopra Group; TietoEnator and Unisys.
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Share Options (this information has been audited)
Options to subscribe for ordinary shares of the Company held by Directors are as follows:
 
       Exercise dates 
       Exercise
        price 
  Options Options Options Lapsed/ Options  (pence)   
  held at granted exercised cancelled held at 31  adjusted for  
  1 January during  during during December  the rights  
  2009 the year the year the year 2009 Grant date issue1 Earliest Latest
Andy Green2 3,840 – – – 3,840 01-May-08 90p 01-May-11 31-Oct-11
  – 5,422 – – 5,422 01-May-09 54p 01-May-12 31-Oct-12
Total 3,840 5,422 0 0 9,262
Seamus Keating 23,797 – – 23,797 0    
  17,065 – – – 17,065 17-Oct-00 1626.07p 17-Oct-03 19-Oct-10
  22,754 – – – 22,754 13-Sep-01 598.57p 13-Sep-04 13-Sep-11
  341,310 – – – 341,310 24-Sep-02 107.23p 24-Sep-05 24-Sep-12
  341,310 – – – 341,310 23-Sep-03 238.19p 23-Sep-06 23-Sep-13
  341,310 – – – 341,310 07-Apr-05 159.09p 07-Apr-08 07-Apr-12
Total 1,087,546 0 0 23,797 1,063,749   
Crister Stjernfelt – – – – –    
Total 0 0 0 0 0    
1.  Options and awards granted pursuant to Logica’s share plans were adjusted on 9 October 2005, following the Company’s rights issue in accordance with the option/award 

number ratio of 1.13770 and the option price of 0.87896. The adjustment factors have been approved by the relevant tax authorities in the UK and the Company’s auditors.
2.  Options awarded to Andy Green under the Logica UK Sharesave Plan.

Performance conditions for option grants since 1999 are set out below

Date of Grant   Average EPS growth in excess of growth in UK RPI  Percentage of shares that vest
March and June 1999   Growth in UK RPI + 7%     100%
September 1999, 2000, 2001 and March 2002  Growth in UK RPI + 12%    100%
September 2002, 2003, 2004, 2005 and April 2006 Growth in UK RPI + 7%     100%

    Growth in UK RPI +3%     20%
    Less than growth in UK RPI +3%    0%

    Awards may vest on a straight line basis between 20%  
and 100% provided average EPS growth exceeded  
growth in UK RPI by 3%

Retesting, in the event a performance condition is not achieved on maturity of the option, applies as follows:

Date of Grant  Retesting
March and September 2003  Subject to retesting on a maximum of two occasions
March and September 2004   Subject to retesting on one occasion only, namely the fourth anniversary of the date  

of grant with the retesting period starting from the date of grant of the option
April, May and September 2005 and April 2006 Not subject to retesting

The performance conditions for share options awarded in the years noted above have been met. The achievement of the performance 
condition of an executive share option is dependent upon the percentage growth in the Company’s EPS, adjusted for share plans, when 
compared to the percentage growth in the UK Retail price index (all indices). For the full award to be realised the percentage growth must 
be equal to or more than the percentage target detailed at the time of the grant of options.
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Dilution
Awards granted under the UK Sharesave, the International Sharesave and the LTIP are satisfied with new issue shares. Options granted 
under the Executive Share Option Scheme may be satisfied either by shares purchased in the market by the Company’s offshore employee 
benefit trust or by the issue of new shares. Awards made under the Executive Equity Partnership and Executive Equity Participation plans, 
the PIP in 2009 and the Employee Equity Partnership Plan are satisfied by shares purchased in the market by the Company’s offshore 
employee benefit trust. Awards made under the US Stock Purchase Plan and the French Insight Plan are satisfied by market purchase 
shares only.
	 The table below summarises the current commitment to issue new shares in respect of its share plans assuming all performance 
conditions are met and all option and award holders remain in employment to the vesting date. 
 
						      Outstanding	 % of	 Outstanding	 % of 
						      options/	 issued share	 options/	 issued share 
						      awards as at	 capital at	 awards as at	 at capital
Share Plan Name					     31.12.2008	 31.12.2008	 31.12.2009	 31.13.2009  
Executive Share Option Scheme					     10,959,846	 0.68%	 8,258,179	 0.51%
Performance Multiplier Plan					     0	 0.00%	 1,456,722	 0.09%
Long Term Incentive Plan 2006					     18,084,529	 1.13%	 21,223,500	 1.32%
1995 International Sharesave Plan					    57,582	 0.00%	 0	 0.00%
2005 International Sharesave Plan					    5,787,958	 0.36%	 10,368,973	 0.64%
1995 UK Sharesave Plan					     38,108	 0.00%	 0	 0.00%
2005 UK Sharesave Plan					     4,946,748	 0.30%	 10,135,459	 0.63%
						      39,874,771	 2.49%	 51,442,833	 3.21%

Source: Thomson Reuters

This graph shows the value, by 31 December 2009, of £100 invested in Logica plc on 31 December 2004 compared with the value of  
£100 invested in the Dow Jones STOXX 600 Technology Index (with the average 12-month dividend yield of the constituents reinvested). 
The other points plotted are the values at intervening financial year-ends. The Committee believes the Dow Jones STOXX Return Index is  
the most appropriate index against which TSR should be measured. It is a pan-European index with a wide range of European technology 
companies, including a number of companies in Logica’s 2009 TSR Comparator Group. 

Noël Harwerth
Chairman, Remuneration Committee
5 March 2010
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Clients entrust us to manage their risk. Our risk 
management needs to cover all our principal  
risks, including client and contract risk, and be 
implemented consistently through Logica. Our 
progress on risk mitigation is regularly reviewed  
at the Board. Our principal risks are:

Risk Potential impact How we mitigate itPotential impact How we mitigate itPotential impact How we mitigate it

Major client 
dependencies and 
regional market  
sector risks

Major contract  
related risks

Business continuity 
risks associated with 
operational failure, 
information systems 
and data security

 

 

 

Dependence on 
recruitment and 
retention of suitably 
qualified personnel

 

Governance › Risk 

Risk. Managed.

We have a number of significant global and  
regional clients and operate in the main European 
geographies. A change in the strategy or in the 
buying pattern of a key client, or changes in structure 
of local markets (e.g. clients consolidating), could 
affect our order and revenue performance and/or 
our profitability. A more macro level change in any 
one market could also adversely affect the results  
of the Group, and this is addressed in the risk below.

Our contracts are complex and vary in scope and 
length. They may incur penalties for non-delivery. 
This means that we need good risk management, 
control mechanisms and diligence in the way we 
monitor delivery of our contracts to prevent the 
reputational damage and financial impact to our 
revenue and profit if we fail to deliver. We manage 
around 12,000 projects a year. In 2009, around 14 
major projects were put forward for review in each 
Board report. 

A failure of our systems, or a failure of our operational 
and company management processes, could lead to 
a loss of client confidence in and satisfaction with 
Logica which would undermine our market 
perception, our brand, and as a result, the leading 
position we enjoy in many markets today.

As well as maintaining a geographical spread, the 
Group has a well balanced spread of business across 
market sectors and across its 10,000 clients.  
We have identified 57 focus accounts from across 
the Group which are receiving particular attention  
to ensure stability; account growth and client 
satisfaction are all achieved. In 2009, no client 
accounted for more than 3% of revenue. In 2009,  
we also moved our delivery resources into common 
resourcing pools, which has allowed us to be more 
reactive to shifts in demand. 

Standardisation of processes, systems and tools 
through the One Logica programme (see pages 14 
to 15) is improving operational effectiveness and 
should allow us to react more rapidly than in the past 
in the event of a failure. Our delivery and account 
teams understand the processes to follow, should we 
become aware of or a client alerts us to a problem. 
Our goal is always ensuring we know how to respond 
to address client concerns early and preserve our 
relationships with them and their satisfaction with  
us over the longer term. 

Our ability to meet the demands of the market and 
compete effectively with other IT suppliers is, to a 
large extent, dependent on the skills, experience  
and performance of our people as well as on an 
appropriate balance of onshore, nearshore and 
offshore resources. Attrition, our nearshore and 
offshore headcount and employee satisfaction all 
remain key performance indicators  as the long- 
term sustainability of our business relies heavily  
on motivated and inspired people who feel part of  
a long-term future to deliver value to our clients.  
See pages 136 to 137 for a description of the KPIs.

While we maintained well established recruitment 
processes, the absolute level of recruitment declined 
and attrition slowed in 2009, making it easier to 
retain people. Nevertheless, we recognise slowing 
attrition will reverse as the economy recovers.  
The recently unveiled employee value proposition 
encourages our people to ‘shape the future’ for 
themselves and our clients, supported by 
inspirational leadership, talent development 
(including the Logica University), the right incentives 
and strategic resourcing to facilitate making sure we 
have the right people in the right places. At senior 
levels of the Company, we also have reviewed our 
incentives (see page 59) and have a clear succession 
planning process. 

We manage risk through a process that considers 
both project and operational risk, and is underpinned 
by a comprehensive, well proven quality management 
system, which our people are required to adopt.  
As part of our Operations Reviews at Group level,  
we require a monthly review of all contracts which 
have been identified as a risk. We communicate, offer 
training and update regularly as best practice across 
our industry evolves. We continue to standardise 
development tools and methodologies.
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Risk Potential impact How we mitigate itPotential impact How we mitigate itPotential impact How we mitigate it

Regulatory  
compliance risks



Achieving operational 
process excellence in 
our global blended
delivery model  

Loss of authorisation  
or accreditation from 
vendors or disruption  
of key supplier 
relationships

 

Business continuity  
risks associated with a 
pandemic, terrorist 
incident or other external 
event, including exposure 
to geopolitical, economic 
and social disruption, 
particularly in parts of 
Europe and in India



Macro economic and 
industry level trends 
and changes affecting 
the global competitive 
landscape  

Achieving the objectives 
set for the Programme 
for Growth

 

Compliance risks need to be effectively understood 
and managed. Our main risk areas are: 1) data and 
information security, including Data Protection 
regulations, 2) environmental standards and 
Corporate Responsibility and 3) global staff mobility 
issues including adherence to immigration and  
tax regulations.

We proactively monitor the complete breadth of 
compliance requirements across the individual 
geographies and regulatory domains. Formal risk 
assessments identify specific mitigating actions 
required. Standard governance processes are  
being implemented across the Group.

The market is increasingly demanding the ability  
to deliver globally. With 45% of our opportunities  
in 2009 requiring a blend of onshore and offshore 
work. An inability to demonstrate process excellence 
in a timely manner would result in lower win rates 
and lower order intake at the bidding stage and 
lower revenue once in the delivery stage over the 
longer term. 

We are industrialising our processes, supported by 
common management systems. We are adopting 
common service management tools and processes 
known as ITIL service management (ITSM) for all  
our Outsourcing business. These steps are further 
strengthening our ability to deliver services and 
application management on a global basis from  
any delivery centre, giving us greater flexibility to 
manage issues. 

Alliance management is tasked with developing 
engagement plans with key suppliers that link Logica 
to these organisations at management levels and 
across functions, maintaining a mutually positive  
and beneficial business arrangement. 

A portion of Logica’s revenue is dependent on 
continued authorisation and accreditation by certain 
vendors of IT software and hardware, such as SAP  
and Oracle. Without these service authorisations  
and accreditations, we would be unable to offer  
certain products and services. Failure to maintain 
authorisations and accreditations could also mean 
being unable to fulfil contractual obligations.

Events in 2009 allowed us to assess some of the 
business continuity plans we maintain in all 
geographies, as we reacted to the incidence of the 
H1N1 virus in a number our geographies as well as to 
adverse snow conditions in the UK. The investment 
we have made in the last few years to enable our 
people to work from home paid dividends in both 
these situations. In 2009, we also tested our local 
plans against a range of disaster scenarios. Our 
balanced business and market portfolio  and our 
flexibility in cutting costs  also provided resilience 
to significant revenue declines in some of our 
sectors, geographies and service lines in 2009  
(see pages 19 to 33 for more detail). 

Continental or global influenza or related virus 
pandemic and terrorist attacks continue to be 
possible threats. Our wide geographic presence  
(see pages 12 to 13) also means we could be 
exposed to political, financial, economic and social 
unrest. While generally outside our control, any of 
these incidents affecting a large number of 
employees or a group critical to a client project  
could impact our operations or our delivery against 
contract obligations. This could affect client 
confidence in and satisfaction with Logica, with any 
resulting lost business potentially affecting revenue 
and profitability. 

Our balanced business and market portfolio  and 
our flexibility in cutting costs  provided resilience to 
significant revenue declines in some of our sectors, 
geographies and service lines in 2009 (see pages 19 
to 33 for more detail). To respond to longer term 
market changes, our strategic investment in sector 
thought leadership and technology practices (see 
pages 16 to 17) is aimed at producing innovative 
solution and service propositions, which should:  
1) ensure (alongside our Business Consulting) that 
we are seen as essential to helping the client react  
to trends in their industry and 2) stimulate new client 
revenue opportunities. 

We are exposed to unrest in world market sectors, 
such as finance, oil and gas, due to a range of factors 
largely outside of our control. Many market sectors in 
which the Group operates have been susceptible to 
rapidly changing technologies, regulation, variations 
in market economic conditions and fluctuations  
in client demand. The Group needs to be able to 
continue to respond and adapt whilst, in a timely and 
cost-efficient manner, continuing to deliver existing 
products and services. Failure to do so will be a risk 
to the Group’s success.

The Programme for Growth we launched in 2008 
was the basis on which we expected to improve 
returns to shareholders between 2008 and 2010. 
The uncertain economic environment did make it 
difficult to achieve our anticipated revenue growth 
and margin in 2009 but we redressed this through 
further cost savings and achieved most of our 
objectives (see pages 14 to 15 for more). We now 
have visibility of the planned cost savings in 2010 
and have set out a clear programme of investments 
aimed at delivering long-term revenue growth above 
the market. The risk for 2010 will be ensuring that 
costs do not slip back in and that our people are 
provided with another framework for understanding 
our ongoing goals. 

Although we will not require the same level of 
management supervision as in 2009 to achieve  
our 2010 objectives, we will continue to have  
some central monitoring of the programme under 
Seamus Keating. Progress will continue to be 
reviewed monthly by the Executive Committee,  
with investment levels adjusted in the light of trading 
conditions and business forecasts. At the time of our 
2009 results, we announced an updated plan which 
will help us keep our people focused on our longer 
term objectives (see pages 16 to 17). 
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Responsibility

Improving our 
environmental 
sustainability P73

We reduced our emissions  
by around 6% per capita

Achieving  
an ‘A’ level P73

Our first GRI accredited CR report  
was a positive step forward

Shaping  
the future P74

We continue to strive to make  
Logica a great place to work

ResponsibilityResponsibility

In this section

73  Corporate responsibility report
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There has been a c. 5% decrease in total 
absolute total emissions from our restated 
2008 baseline level, equating to a decrease 
of c. 6% when corrected for a larger number 
of staff. Our air travel reduced by 13%. 
These reductions contribute towards our 
longer-term target of a 50% reduction by 
2020 (based on 2008 levels).
	 Throughout 2009 we have been 
successful in achieving external recognition 
for our environmental credentials. Logica 
was ranked as number one in the FTSE 350 
IT Services industry by the Carbon 
Disclosure Project, which monitors the 
emissions and strategies of thousands of 
companies around the world. Logica was 
also ranked as one of the UK’s top 20 Best 
Green Companies by the Sunday Times in 
the UK. We also received recognition by the 
Wilson-Brown Group, which produces an 
annual global ranking of technology 
companies, as Europe’s third Greenest 
Outsourcer.

As we strive to be more open regarding 
both the issues and opportunities facing 
Logica, we have published our first separate 
CR report that adheres to the Global 
Reporting Initiative (GRI) guidelines, the 
global standard for CR reporting and have 
achieved a grade ‘A’. It represents another 
positive step in our journey to work more 
effectively with our key stakeholders to 
maximise the sustainability of our operations. 
	 Our first GRI based CR report is a 
starting point for dialogue with clients, 
shareholders, employees and other interested 
parties to help Logica refine and adapt its 
CR approach. We have made good progress 
in expanding the scope of our programme, 
but there is more to do as we work towards 
best practice. We have set clear objectives 
and we are working hard to put the right 
processes and governance in place to 
ensure that our approach to CR is fully 
integrated into how we operate at Logica. 

Respect for the environment 
We aim to continually improve the 
environmental sustainability of our 
operations and throughout 2009 we  
sought to minimise our impact on  
the environment.
	 In 2009, total Group carbon emissions  
were 140,955 tonnes of carbon dioxide, 
primarily generated from car and air travel, 
office equipment, building heating, cooling, 
and data centre equipment.

At Logica we are 
committed to building  
a sustainable business. 
Living and operating  
in the global business 
ecosystem, we work to 
improve the sustainability 
of our own and our 
clients’ operations. 

We seek to ensure we operate as an ethical  
and socially responsible business. And as 
our people are at the heart of our own and 
our clients’ achievements, we want to 
empower them to shape our clients and 
their own future success.
	 The three key areas we aim to address 
through our Corporate Responsibility (CR) 
programme are:

›	� respect for the environment
›	� making a positive difference to the 

community
›	� making Logica a great place to work.

Throughout the year we have continued to 
develop sustainable propositions with and 
for our clients such as carbon labelling and 
environmental measurement solutions.  
We will continue to refine and extend our 
sustainable technology propositions, 
helping our clients’ transition to the low 
carbon economy.

To read more about our solutions for clients, 
go to: www.logica.com/sustainability

Building a more 
sustainable future
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We now operate Logica University across  
all countries and have extended its learning 
programmes across the Company,  
providing global learning opportunities to  
all employees. 
 These include online English language 
training, cross-cultural awareness 
workshops and business development 
programmes for our key strategic accounts. 
We have also established a new e-learning 
portal to provide easier access to the 
relevant content.

This is a summary of our full corporate 
responsibility report which is available at:  
www.logica.com/corporate-responsibility

We have established a framework for our 
community programmes which enables 
countries throughout the Logica Group  
to take part in local or global volunteering, 
fundraising or charity donations – 
appropriate to their culture and needs  
of employees. 

Making Logica a great place to work
As a service business, we recognise  
our business success depends on the 
dedication and expertise of our people. 
 We want to attract the best people, 
provide them with exciting career 
opportunities and provide an environment 
in which our people want to build their 
careers in. 
 

Respect for the environment

Key objective 2009 targets Results 2010 targets

Ensure Group 
capabilities in 
measuring emissions

Reduce emissions and travel 
by 6% during 2009;
Environmental manager 
appointed for each  
country/region;
Improve country coverage 
of reporting to 100%

We reduced our emissions 
by 5% (absolute) and 6% 
(per capita); 
Environment representatives 
appointed for all regions;
100% of countries 
contributed to emissions 
reporting

Our emission reduction 
target for 2010 is 6%

Improve awareness of 
environmental issues 
among employees

Build on awareness 
programme through 
training, environmental 
ambassadors and increased 
internal communications;
Increase awareness of our 
programme to 65%

Introduced foundation 
environment training for  
all employees via Logica 
University;
First Group environment 
week to encourage 
employee participation;
Awareness of Environment 
Programme grown  
to 65%

Remote environment 
training across the Group

Increase recycling 
activities and 
decrease paper 
consumption

100% paper recycling 
availability across the 
Group;
Establish baseline for 
measuring waste 
management

95% of our offices enable 
paper recycling;
63% of countries were able 
to report weight of at least 
two types of recycled 
materials. 35% of countries 
were able to report on 
non-recycled waste

90% of countries to have 
waste reduction plan. 
All major geographies  
to make paper recycling 
available in all offices. 
Others to produce plan of 
moving towards this goal.
Logica Supplier Corporate 
Responsibility Policy 
integrated in 50% of supplier 
contracts let in 2010.

We are continually 
looking to reduce  
our impact on the 
environment and have 
identified the following 
objectives to support this:

Making a positive difference to  
the community
We recognise that our activities have a  
global impact and by acting with social 
responsibility we can help create a world  
in which our Company can flourish, now  
and for generations to come. We support 
projects that actively involve our people and, 
where possible, make use of their expertise. 

Responsibility › Corporate responsibility report
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Making a positive difference to the community

Key objective 2009 targets Results 2010 targets

Develop a 
comprehensive 
Group-wide approach 
to making a positive 
contribution to the 
community

10% increase in 
involvement in overseas 
voluntary programmes;
15% increase in 
involvement in local 
voluntary programmes;
Measure donations made 
across the Group

173 of our people were 
involved in local 
programmes, an increase  
of 9%;
110 of our people were 
involved in global 
programmes, an increase  
of 54%;  
Donations from our people 
totalled £163,800 

Establish a global 
programme and involve  
2% of our people

Build employee 
engagement 

Questionnaire to measure 
awareness of programme in 
annual people survey, with 
an objective of 50% 
awareness;
Demonstrate increased 
engagement through 
increased number of 
volunteers and donations 

65% of our people were 
aware of our environment 
and community 
programmes;
283 of our people 
participated in volunteer 
schemes;
The company spent 
£731,398 on community 
projects

Increase awareness about  
our environment and 
community programmes  
to 70%

Effective 
measurement of our 
contribution to the 
community

Introduce assessment tool 
to measure output and 
effect of our community 
programmes

Established an assessment 
tool which measures the 
impact of our volunteering 
on the charities we work 
with, our people and  
their managers

Establish benchmark for  
the impact of volunteering 
programmes 

Making Logica a great place to work

Key objective 2009 targets Results 2010 targets

Build confidence and 
engagement in the 
Logica strategic 
journey 

Measurement of behaviour 
in line with Company values 
as part our annual review 
process;
In 2009 capture client 
feedback on our people’s 
performance through 
annual appraisal;
Develop the International 
resourcing tool;
Ensure effective roll out  
of the Logica story 

Annual review process 
amended for 2010 to 
include Company values 
and captures client 
feedback;
International resourcing tool 
available to all employees to 
apply for roles;
63% of our people 
understood the Logica story 
and 46% believe it will 
achieve a successful future 
for Logica

75% of our people to 
understand the Logica story

Increase overall 
employee satisfaction

Increase survey response 
rate to 81%;
Achieve mean score of 3.60

Survey response rate for 
2009: 82%;
Mean score was below our 
target at 3.42 through a 
challenging transformation 
in the Netherlands

78% of employees 
undertaking brand 
champion exercise;  
Achieve mean score  
of 3.60 

Improve satisfaction 
with learning and 
development

Logica University 
programmes to be made 
available to all of our people 
progressively each year;
Employee engagement 
levels in University to  
be monitored;
Develop international 
programmes

Implementation of the 
Logica University in all 
countries;
Over 30% new programmes 
in the University;
All strategic and business 
Programmes reviewed by EC;
New strategic international 
development programmes 
for Sales and Account 
Directors

Increase the use of 
technology in the Logica 
University offerings to 
enable faster, efficient 
training to a wider audience;
Develop a new leadership 
curriculum in line with the 
new brand;
Maintain a high level of 
training satisfaction

Reduce Group wide 
voluntary attrition

Return attrition to a more 
healthy level

Attrition dropped below  
last year’s average to 7% 
(2008: 13%) as people 
worried about job security  
in a difficult market

Strike a balance between  
a healthy level of attrition 
(which is likely to be above 
current levels) and increasing 
employee satisfaction.
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131 Euro translation 

Balance sheet P79

Our net debt has come down by  
£147 million

Profitability  P94

Our adjusted EPS was 12.5p

Our people P91

Our employee number at year end 
 was 38,780
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Matters on which we are required  
to report by exception 
We have nothing to report in respect of  
the following: 
	 Under the Companies Act 2006 we are 
required to report to you if, in our opinion: 

›	� certain disclosures of Directors’ 
remuneration specified by law are not 
made; or 

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

Under the Listing Rules we are required  
to review: 

›	� the Directors’ statement, set out on page 
50, in relation to going concern; and 

›	� the part of the Corporate Governance 
Statement relating to the company’s 
compliance with the nine provisions of 
the June 2008 Combined Code specified 
for our review. 

Other matter 
We have reported separately on the parent 
company financial statements of Logica plc 
for the year ended 31 December 2009  
and on the information in the Directors’ 
Remuneration Report that is described as 
having been audited. 

Pauline Campbell 
(Senior Statutory Auditor)
for and on behalf of 
PricewaterhouseCoopers LLP
Chartered Accountants  
and Statutory Auditors
London
5 March 2010

Scope of the audit of the  
financial statements 
An audit involves obtaining evidence about 
the amounts and disclosures in the financial 
statements sufficient to give reasonable 
assurance that the financial statements are 
free from material misstatement, whether 
caused by fraud or error. This includes an 
assessment of: whether the accounting 
policies are appropriate to the Group’s 
circumstances and have been consistently 
applied and adequately disclosed; the 
reasonableness of significant accounting 
estimates made by the Directors; and  
the overall presentation of the financial 
statements.

Opinion on financial statements 
In our opinion the Group financial 
statements: 

›	� give a true and fair view of the state of 
the Group’s affairs as at 31 December 
2009 and of its profit and cash flows  
for the year then ended; 

›	� have been properly prepared in 
accordance with IFRSs as adopted by  
the European Union; and 

›	� have been prepared in accordance with 
the requirements of the Companies Act 
2006 and Article 4 of the IAS Regulation. 

Opinion on other matter prescribed  
by the Companies Act 2006 
In our opinion the information given in the 
Directors’ Report for the financial year for 
which the Group financial statements are 
prepared is consistent with the Group 
financial statements. 

We have audited the Group financial 
statements of Logica plc for the year ended 
31 December 2009 which comprise the 
consolidated statement of comprehensive 
income, the consolidated statement of 
financial position, the consolidated 
statement of cash flows, the consolidated 
statement of changes in equity and the 
related notes. The financial reporting 
framework that has been applied in their 
preparation is applicable law and 
International Financial Reporting Standards 
(IFRSs) as adopted by the European Union. 

Respective responsibilities  
of directors and auditors 
As explained more fully in the Directors’ 
Responsibilities Statement set out on  
page 53, the Directors are responsible  
for the preparation of the Group financial 
statements and for being satisfied that they 
give a true and fair view. Our responsibility  
is to audit the Group financial statements  
in accordance with applicable law and 
International Standards on Auditing (UK  
and Ireland). Those standards require us to 
comply with the Auditing Practices Board’s 
Ethical Standards for Auditors. 
	 This report, including the opinions,  
has been prepared for and only for the 
company’s members as a body in 
accordance with Chapter 3 of Part 16 of  
the Companies Act 2006 and for no other 
purpose. We do not, in giving these 
opinions, accept or assume responsibility for 
any other purpose or to any other person to 
whom this report is shown or into whose 
hands it may come save where expressly 
agreed by our prior consent in writing.

Independent auditors’ 
report to the members  
of Logica plc
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Consolidated statement of comprehensive income
For the year ended 31 December 2009

         2009 2008
        Note £’m £’m
Revenue      5 3,701.6 3,588.0
Net operating costs      6 (3,635.3) (3,501.6)
Operating profit       66.3 86.4
 ANALySED AS:

	 Operating	profit	before	exceptional	items	 	 	 	 	 	 183.8 178.7
 Exceptional items      7 (117.5) (92.3)
	 Operating	profit	 	 	 	 	 	 5,8	 66.3 86.4
Finance costs      10 (35.8) (53.3)
Finance income      11 11.6 10.0
Share	of	post-tax	profits	from	associates	 	 	 	 	 19	 0.5 0.7
Profit before tax      12 42.6 43.8
Taxation      13 (2.5) (4.9)
Net profit for the year       40.1 38.9

Other comprehensive (expense)/income
Exchange	differences	on	translation	of	foreign	operations	 	 	 	 	 (93.4) 366.4
Interest	rate	swaps	fair	value	difference	 	 	 	 	 	 (0.2) –
Actuarial	(losses)/gains	on	defined	benefit	plans	 	 	 	 	 	 (58.9) 33.4
Tax on items taken directly to equity       15.8 (7.2)
Other comprehensive (expense)/income for the period, net of tax    (136.7) 392.6
Total comprehensive (expense)/income for the period     (96.6) 431.5

Profit	attributable	to:
Owners of the parent       40.1 38.7
Non-controlling interests       – 0.2
         40.1 38.9

Total comprehensive (expense)/income attributable to:
Owners of the parent       (95.5) 428.2
Non-controlling interests       (1.1) 3.3
         (96.6) 431.5

Earnings per share       p/share p/share
– Basic      15 2.5 2.7
– Diluted      15 2.5 2.6

Details of dividends paid and proposed are provided in Note 14.
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Consolidated statement of financial position
31 December 2009

									         2009	 2008
								        Note	 £’m	 £’m
Non-current assets
Goodwill						      16	 1,883.6	 1,994.2
Other intangible assets						      17	 243.4	 354.4
Property, plant and equipment						      18	 132.8	 149.0
Investments in associates						      19	 2.6	 3.0
Financial assets						      20	 12.4	 13.8
Retirement benefit assets	 	 	 	 	 	 38	 27.4	 62.1
Deferred tax assets						      28	 74.8	 59.1
									         2,377.0	 2,635.6
Current assets
Inventories						      21	 1.1	 0.7
Trade and other receivables						      22	 1,130.1	 1,365.7
Current tax assets							       3.1	 16.7
Assets classified as held-for-sale	 	 	 	 	 	 34	 1.5	 –
Cash and cash equivalents						      24	 139.3	 126.9
									         1,275.1	 1,510.0
Current liabilities
Other borrowings						      25	 (247.9)	 (10.7)
Trade and other payables						      23	 (992.7)	 (1,196.6)
Current tax liabilities							       (58.5)	 (62.1)
Provisions						      27	 (68.3)	 (36.4)
									         (1,367.4)	 (1,305.8)

Net current (liabilities)/assets							       (92.3)	 204.2
Total assets less current liabilities						      2,284.7	 2,839.8

Non-current liabilities
Borrowings						      25	 (182.0)	 (554.3)
Retirement benefit obligations	 	 	 	 	 	 38	 (83.6)	 (63.2)
Deferred tax liabilities						      28	 (75.3)	 (119.3)
Provisions						      27	 (45.3)	 (47.1)
Other non-current liabilities							       (1.2)	 (1.0)
									         (387.4)	 (784.9)
Net assets							       1,897.3	 2,054.9

Equity
Share capital						      29	 160.0	 159.8
Share premium account						      30	 1,107.1	 1,101.5
Reserves							       630.1	 780.2
Total shareholders’ equity							       1,897.2	 2,041.5
Non-controlling interests						      32	 0.1	 13.4
Total equity							       1,897.3	 2,054.9

The consolidated financial statements on pages 78 to 122 were approved by the Board of Directors on 5 March 2010 and were signed on 
its behalf by:

A Green
S Keating
Directors
5 March 2010
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Consolidated statement of cash flows
For the year ended 31 December 2009

         2009 2008
        Note £’m £’m
Cash flows from operating activities
Net	cash	inflow	from	trading	operations	 	 	 	 	 	 353.5 396.3
Cash	outflow	related	to	restructuring	and	integration	activities	 	 	 	 	 (67.4) (41.8)
Cash	outflow	related	to	business	held	for	disposal	 	 	 	 	 	 (5.9) –
Cash generated from operations      33 280.2 354.5
Finance costs paid       (33.5) (39.4)
Income tax paid        (19.4) (15.3)
Net cash inflow from operating activities      227.3 299.8

Cash flows from investing activities
Finance income received       6.2 7.2
Dividends received from associates       0.7 0.7
Proceeds on disposal of property, plant and equipment     3.0 0.6
Purchases of property, plant and equipment      (34.4) (44.8)
Expenditure on intangible assets       (24.8) (19.2)
Purchase of non-controlling interests      (47.8) (42.1)
Acquisition of subsidiaries and other businesses, net of cash acquired    – (2.9)
Costs related to prior year disposals       – (11.4)
Disposal of subsidiaries and other businesses, net of cash disposed    0.7 0.8
Net cash outflow from investing activities      (96.4) (111.1)

Cash flows from financing activities
Proceeds from issue of new shares       – 92.5
Proceeds from bank borrowings       20.3 166.2
Repayments of bank borrowings       (134.0) (96.6)
Repayments	of	finance	lease	principal	 	 	 	 	 	 (3.1) (3.2)
Proceeds of other borrowings       – 2.5
Repayments of other borrowings       (1.6) (241.2)
Proceeds from forward contracts       6.2 (27.1)
Dividends paid to the Company’s shareholders      (26.0) (85.3)
Net cash outflow from financing activities      (138.2) (192.2)

Net decrease in cash, cash equivalents and bank overdrafts     (7.3) (3.5)

Cash, cash equivalents and bank overdrafts at the beginning of the year   24 121.5 99.6
Net decrease in cash, cash equivalents and bank overdrafts    24 (7.3) (3.5)
Effect	of	foreign	exchange	rates	 	 	 	 	 	 24	 (4.1) 25.4
Cash, cash equivalents and bank overdrafts at the end of the year     110.1 121.5
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Consolidated statement of changes in equity
For the year ended 31 December 2009

								        Total	 Non-	
				    Share	 Share	 Retained	 Other	 shareholders’	 controlling	 Total
				    capital	 premium	 earnings	 reserves	 equity	 interest	 equity
			   Note	 £’m	 £’m	 £’m	 £’m	 £’m	 £’m	 £’m
At 1 January 2009		  159.8	 1,101.5	 (349.2)	 1,129.4	 2,041.5	 13.4	 2,054.9

Net profit for the year	 	 –	 –	 40.1	 –	 40.1	 –	 40.1
Other comprehensive  
income/(expense):
Actuarial losses	 38	 –	 –	 (58.9)	 –	 (58.9)	 –	 (58.9)
Tax on items taken to equity	 13	 –	 –	 15.8	 –	 15.8	 –	 15.8
Transfer of realised reserve				    75.9	 (75.9)	 –	 –	 –
Interest rate swaps fair  
value difference	 	 –	 –	 (0.2)	 –	 (0.2)	 –	 (0.2)
Exchange differences	 	 –	 –	 –	 (92.3)	 (92.3)	 (1.1)	 (93.4)
Total comprehensive 
income/(expense)		  –	 –	 72.7	 (168.2)	 (95.5)	 (1.1)	 (96.6)

Transactions with owners:
Dividends paid	 14	 –	 –	 (26.0)	 –	 (26.0)	 –	 (26.0)
Share-based payment	 37	 –	 –	 7.8	 –	 7.8	 –	 7.8
Allotted under share plans		  0.2	 –	 (0.2)	 –	 –	 –	 –
Non-controlling interest  
repurchases	 36	 –	 –	 (36.2)	 –	 (36.2)	 (12.0)	 (48.2)
Disposal of subsidiaries		  –	 –	 –	 –	 –	 (0.2)	 (0.2)
Stamp duty refund		  –	 5.6	 –	 –	 5.6	 –	 5.6
Total transactions with owners		  0.2	 5.6	 (54.6)	 –	 (48.8)	 (12.2)	 (61.0)
At 31 December 2009		  160.0	 1,107.1	 (331.1)	 961.2	 1,897.2	 0.1	 1,897.3

At 1 January 2008		  145.8	 1,098.9	 (336.2)	 688.5	 1,597.0	 28.3	 1,625.3

Net profit for the year	 	 –	 –	 38.7	 –	 38.7	 0.2	 38.9
Other comprehensive  
income/(expense):
Actuarial gains	 38	 –	 –	 33.4	 –	 33.4	 –	 33.4
Tax on items taken to equity	 13	 –	 –	 (7.2)	 –	 (7.2)	 –	 (7.2)
Exchange differences	 	 –	 –	 –	 363.3	 363.3	 3.1	 366.4
Total comprehensive 
income/(expense)		  –	 –	 64.9	 363.3	 428.2	 3.3	 431.5

Transactions with owners:
Dividends paid	 14	 –	 –	 (85.3)	 –	 (85.3)	 3.1	 (82.2)
Share-based payment	 37	 –	 –	 10.3	 –	 10.3	 –	 10.3
Allotted under share plans		  0.5	 2.6	 –		  3.1		  3.1
Shares issued, net of expenses		  13.5	 –	 –	 75.9	 89.4	 –	 89.4
Non-controlling interest  
repurchases		  –	 –	 –	 –	 –	 (21.3)	 (21.3)
Other			  –	 –	 (2.9)	 1.7	 (1.2)	 –	 (1.2)
Total transactions with owners		  14.0	 2.6	 (77.9)	 77.6	 16.3	 (18.2)	 (1.9)
At 31 December 2008		  159.8	 1,101.5	 (349.2)	 1,129.4	 2,041.5	 13.4	 2,054.9

			   Note	 29	 30		  31		  32	
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research costs, are expensed in the 
statement of comprehensive income as 
incurred. Capitalised development costs  
are amortised on a straight-line basis over 
their useful economic lives once the related 
software product or enhancement is 
available for use.

Other intangible assets
Intangible assets purchased separately, 
such as software licences that do not form 
an integral part of related hardware, are 
capitalised at cost and amortised on a 
straight line basis over their useful economic 
life. Intangible assets acquired through a 
business combination are initially measured 
at fair value and amortised on a straight-line 
basis over their useful economic lives. 
 The useful economic lives of the other 
intangible assets are as follows:

 Brand names 3 – 5 years
 Software products recognised  
 on acquisition 3 – 7 years
 Purchased computer software 3 years

Customer contracts and relationships are 
amortised over their useful economic life 
which	are	between	five	and	eight	years,	
except for one contract in the International 
category which has a useful life of 10 years.

Property, plant and equipment
Property, plant and equipment are stated at 
cost less accumulated depreciation and any 
accumulated impairment losses. The cost  
of an item of property, plant and equipment 
comprises its purchase price and any costs 
directly attributable to bringing the asset 
into use.
 Depreciation is calculated on a straight- 
line basis to write down the assets to their 
estimated residual value over their useful 
economic lives at the following annual rates:

 Furniture 10 – 20%
 Computer equipment 25 – 33%
	Partitions	and	office	equipment	 10	–	20%
 Motor vehicles 25%
 Freehold property 2%
 Leasehold equipment  
 and plant Life of lease

The residual values and useful economic lives 
of property, plant and equipment are reviewed 
annually. Freehold land and properties under 
construction are not depreciated. 

Leases
Leases	are	classified	as	finance	leases	
whenever the terms of the lease transfer 
substantially all the risks and rewards of 
ownership to the lessee. All other leases  
are	classified	as	operating	leases.
	 Assets	held	under	finance	leases	are	
initially recognised as property, plant and 

at the non-controlling interest holder’s 
proportion of the fair value of the assets 
and liabilities recognised. Subsequently, the 
non-controlling interest in the consolidated 
statement	of	financial	position	reflects	the	
non-controlling interest holder’s proportion 
of changes in the net assets of the 
subsidiary. A non-controlling interest is not 
recognised in a subsidiary with net liabilities 
except to the extent that the non-controlling 
interest holder has a binding obligation, and 
is able to make an additional investment, 
to cover cumulative losses.
 All intercompany transactions and 
balances are eliminated on consolidation.

Non-current assets held-for-sale and 
discontinued operations
Non-current assets and disposal groups are 
classified	as	held-for-sale	in	the	statement	
of	financial	position	if	their	carrying	amount	
will be recovered through a sale transaction 
rather than ongoing use but only if the sale 
is highly probable and is expected to 
complete within one year from the date  
of	classification.	Non-current	assets	and	
disposal groups held-for-sale are measured 
at the lower of their carrying amount and 
fair value less costs to sell.
 The results of an operation that 
represents a separate major line of business 
and either has been disposed of during the 
year	or	is	classified	as	held	for	sale,	are	
classified	as	discontinued	operations.	The	
post-tax	profit	or	loss	of	the	discontinued	
operation, plus the post-tax gain or loss 
recognised on the measurement of the 
assets and liabilities within the disposal 
group at fair value less costs to sell, are 
presented as a single amount on the face  
of the statement of comprehensive income.

Intangible assets
All intangible assets, except goodwill,  
are stated at cost less accumulated 
amortisation and any accumulated 
impairment losses. Goodwill is not 
amortised and is stated at cost less any 
accumulated impairment losses.

Goodwill
Goodwill represents the excess of the cost 
of acquisition over the fair value of the 
Group’s	interest	in	the	identifiable	assets,	
liabilities and contingent liabilities acquired 
in a business combination. 

Development costs
Expenditure incurred in the development of 
software products or enhancements, and 
their related intellectual property rights, is 
capitalised as an intangible asset only when 
the	future	economic	benefits	expected	to	
arise are deemed probable and the costs 
can be reliably measured. Development 
costs not meeting these criteria, and all 

1. General information

Logica is a business and technology  
service company, employing 39,000 people.  
It provides business consulting, systems 
integration and outsourcing services to 
clients around the world, including many of 
Europe’s largest businesses. Logica creates 
value for clients by successfully integrating 
people, business and technology. It is 
committed to long-term collaboration, 
applying insight to create innovative 
answers to clients’ business needs. Logica is 
listed on both the London Stock Exchange 
and Euronext (Amsterdam) (LSE: LOG; 
Euronext: LOG). More information is 
available at www.logica.com.
 The Company is a public limited 
company incorporated and domiciled in  
the	UK.	The	address	of	its	registered	office	
is 250 Brook Drive, Green Park, Reading, 
RG2 6UA, UK.

2. Accounting policies

Basis of preparation
These	consolidated	financial	statements	
have been prepared in accordance with 
International Financial Reporting Standards 
(IFRSs) as adopted by the European Union 
(EU), IFRIC interpretations and those parts 
of the Companies Act 2006 (the Act) that 
remain applicable to companies reporting 
under IFRSs. 
	 The	consolidated	financial	statements	
have been prepared under the going 
concern basis and under the historical  
cost convention with the exception of 
forward contracts which are measured at 
fair value, as disclosed in the accounting 
policies below.

Basis of consolidation
The	consolidated	financial	statements	
include those of the Company and all of  
its subsidiary undertakings (together,  
‘the Group’), and the Group’s share of the  
results of associates and joint ventures. 
Investments in associates and joint ventures 
are accounted for using the equity method.
 Subsidiary undertakings are those 
entities controlled directly or indirectly  
by the Company. Control arises when the 
Company has the ability to direct the 
financial	and	operating	policies	of	an	entity	
so	as	to	obtain	benefits	from	its	activities.
 The results of subsidiaries acquired  
or sold are included in the consolidated 
statement of comprehensive income from 
the date of acquisition or up to the date  
of disposal respectively, using the same 
accounting policies as those of the Group. 
All business combinations are accounted  
for using the purchase method. 
 On acquisition, the interest of any 
non-controlling interest holder is stated  
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Financial instruments
The following policies for financial instruments 
have been applied in the preparation of the 
consolidated financial statements. 

Cash and cash equivalents
For the purpose of preparation of the 
statement of cash flows, cash and cash 
equivalents include cash at bank and in 
hand, and short-term deposits with an 
original maturity period of three months  
or less. Bank overdrafts that are an integral 
part of a subsidiary’s cash management  
are included in cash and cash equivalents 
where they have a legal right of offset 
against positive cash balances, otherwise 
bank overdrafts are classified as borrowings 
in the statement of financial position.

Borrowings 
Borrowings are recognised initially at fair 
value, net of transaction costs incurred. 
Borrowings are subsequently stated either 
at amortised cost or, if designated as such, 
at fair value through profit or loss.
	 For borrowings stated at amortised cost, 
any difference between the proceeds, net  
of transaction costs, and the redemption 
value is recognised in the statement of 
comprehensive income over the period of 
the borrowings using the effective interest 
rate method.
	 The Group’s euro-denominated 
convertible bonds have been designated  
as a financial liability at fair value through 
profit or loss. The change in the fair value  
of the convertible bonds that reflects the 
movement in the quoted market price of  
the convertible bonds is recognised in the 
statement of comprehensive income  
as either interest income or expense.  
The change in fair value relating to the 
movement of the exchange rate between 
the euro and pounds sterling is treated  
as a hedge of net investments in foreign 
operations (see below). Foreign exchange 
gains and losses on the convertible bonds 
are taken directly to equity to the extent 
that the hedge is effective. Any resulting 
ineffectiveness is recognised directly in  
the statement of comprehensive income. 
These were redeemed in September 2008.

Derivative financial instruments  
and hedging activities 
Derivatives are initially recognised at fair 
value on the date a contract is entered into 
and are subsequently re-measured at fair 
value. The fair values of derivatives are 
measured using observable market prices 
or, where market prices are not available,  
by using discounted expected future cash 
flows at prevailing interest and exchange 
rates. The gain or loss on re-measurement  
is taken to the statement of comprehensive 
income except where the derivative is part 

overheads that have been incurred in 
bringing the inventories to their present 
location and condition. Cost is calculated 
using the first-in-first-out (FIFO) method. Net 
realisable value represents the estimated 
selling price less costs to be incurred in 
marketing, distribution and sale.

Trade receivables
Trade receivables are recognised initially  
at fair value and subsequently measured at 
amortised cost using the effective interest 
method, less provision for impairment.  
A provision for impairment of trade 
receivables is established when there is 
objective evidence that the Group will 
probably not be able to collect all amounts 
due according to the original terms of the 
receivables. Significant financial difficulty  
of the debtor, probability that the debtor will 
enter bankruptcy or financial reorganisation, 
and default or delinquency in payments are 
considered indicators that the trade 
receivable is impaired. 
	 The amount of the impairment is the 
difference between the asset’s carrying 
value and the present value of estimated 
future cash flows, discounted at the 
financial asset’s original effective interest 
rate. The carrying amount of the trade 
receivable is reduced through the use of  
a provision account and the amount of the 
loss is recognised in the statement of 
comprehensive income within net operating 
costs. When a trade receivable is 
considered uncollectible, it is written off 
against the provision account for trade 
receivables. Subsequent recoveries of 
amounts previously written off are credited 
against net operating costs in the 
statement of comprehensive income.
	 A trade or other receivable is 
derecognised from the statement of 
financial position when the Group enters 
into a financing transaction which transfers 
to a third party all significant rights or other 
access to benefits relating to that asset and 
all significant exposures to the risks inherent 
in that asset.
	 Amounts recoverable on contracts 
represent revenue which has not yet been 
invoiced to customers on fixed price 
contracts. Such amounts are separately 
disclosed within trade and other 
receivables. The valuation of amounts 
recoverable on contracts is adjusted to 
include profit to date or foreseeable losses 
in accordance with the Group’s accounting 
policy for profit recognition.

Trade payables 
Trade payables are recognised initially  
at fair value and subsequently measured  
at amortised cost using the effective 
interest method.

equipment at an amount equal to the fair 
value of the leased assets or, if lower, the 
present value of minimum lease payments  
at the inception of the lease, and then 
depreciated over their useful economic lives. 
Lease payments are apportioned between 
repayment of capital and interest. The 
capital element of future lease payments  
is included in the statement of financial 
position as a liability. Interest is charged to 
the statement of comprehensive income so 
as to achieve a constant rate of interest on 
the remaining balance of the liability.
	 Rentals payable under operating  
leases are charged to the statement of 
comprehensive income on a straight-line 
basis over the lease term. Operating lease 
incentives are recognised as a reduction  
in the rental expense over the lease term.

Impairment of non-current assets
Goodwill is allocated to cash-generating 
units for the purpose of impairment testing. 
The recoverable amount of the cash-
generating unit to which the goodwill relates 
is tested annually for impairment or when 
events or changes in circumstances indicate 
that it might be impaired. The carrying  
values of property, plant and equipment, 
investments measured using a cost basis 
and intangible assets other than goodwill are 
reviewed for impairment only when events 
indicate the carrying value may be impaired.
	 In an impairment test, the recoverable 
amount of the cash-generating unit or asset 
is estimated to determine the extent of any 
impairment loss. The recoverable amount  
is the higher of fair value less costs to  
sell and the value in use to the Group.  
An impairment loss is recognised to the  
extent that the carrying value exceeds  
the recoverable amount.
	 In determining a cash-generating unit’s 
or asset’s value in use, estimated future 
cash flows are discounted to their present 
value using a pre-tax discount rate that 
reflects current market assessments of the 
time value of money and risks specific to 
the cash-generating unit or asset that have 
not already been included in the estimate  
of future cash flows.

Inventories
Inventories represent computer equipment 
that, at the end of the reporting period,  
had not yet been allocated to a specific 
customer contract and materials, including 
work-in-progress, used in document printing 
and finishing.
	 Inventories are stated at the lower  
of cost and net realisable value. Cost 
comprises direct materials and, where 
applicable, direct labour costs and those 

2. Accounting policies
(continued)
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If any such evidence exists for available-for-
sale	financial	assets,	the	cumulative	loss	–	
measured	as	the	difference	between	the	
acquisition cost and the current fair values, 
less	any	impairment	loss	on	those	financial	
assets	previously	recognised	in	profit	or	loss	
– is removed from equity and recognised in 
the statement of comprehensive income. 
Impairment losses recognised in the 
statement of comprehensive income on 
equity instruments are not reversed through 
the statement of comprehensive income. 
The	carrying	amount	of	the	financial	assets	
is reduced by the impairment loss directly  
for	all	financial	assets	with	the	exception	 
of trade receivables, where the carrying 
amount is reduced through the use of a 
provision account.
 Impairment testing of trade receivables  
is described above.

Taxation
Current tax is recognised based on the 
amounts expected to be paid or recovered 
under the tax rates and laws that have been 
enacted or substantively enacted at the end 
of the reporting period.
 Deferred tax is provided in full on 
temporary	differences	that	arise	between	
the carrying amounts of assets and 
liabilities	for	financial	reporting	purposes	
and their corresponding tax bases. Deferred 
tax	is	recorded	on	all	temporary	differences	
except in respect of investments in 
subsidiaries and joint ventures where the 
timing of the reversal of the temporary 
difference	is	controlled	by	the	Group	and	 
it is probable that it will not reverse in the 
foreseeable future.
 Deferred tax assets are recognised to 
the extent that it is probable that future 
taxable	profits	will	be	available	against	
which	the	asset	can	be	offset.
 Deferred tax is measured on an 
undiscounted basis using the tax rates  
and laws that have been enacted or 
substantively enacted at the end of the 
reporting period.
 Current and deferred taxes are recognised 
in the statement of comprehensive income, 
except when the tax relates to items charged 
or credited directly to equity, in which case the 
tax is also dealt with directly in equity.

Provisions
Provisions are recognised for restructuring 
costs when the Group has a detailed formal 
plan for the restructuring that has been 
communicated	to	affected	employees.	
Provisions are recognised for future 
committed property lease payments when 
the	Group	expects	to	receive	no	benefit	
from the property through continuing usage 
and future receipts from any sub-letting 
arrangements are not in excess of the 
Group’s future committed payments.

or designated as such on initial recognition. 
A	financial	asset	is	classified	in	this	category	
if acquired principally for the purpose of 
selling in the short term. Financial assets  
at	fair	value	through	profit	or	loss	are	stated	
at fair value, with any resultant gain  
or loss recognised in the statement  
of comprehensive income. 

Loans and receivables
Trade receivables, loans and other 
receivables	that	have	fixed	or	determinable	
payments that are not quoted in an active 
market	are	classified	as	loans	and	
receivables. Loans and receivables are 
included in current assets, except for 
maturities greater than 12 months after  
the end of the reporting period, which are 
classified	as	non-current	assets.	Loans	and	
receivables are measured at amortised cost 
using	the	effective	interest	method,	less	any	
impairment	and	are	classified	as	trade	and	
other receivables in the statement of 
financial	position.

Available-for-sale financial assets
Available-for-sale	financial	assets	are	
non-derivative	financial	assets	that	are	either	
designated	in	this	category	or	not	classified	
in	any	of	the	other	categories.	Such	financial	
assets are included in non-current assets 
unless management intends to dispose of 
the investment within 12 months of the  
end of the reporting period.
 Unlisted and listed shares held by the 
Group that are traded in an active market 
are	classified	as	being	available-for-sale	
financial	assets	and	are	stated	at	fair	values.	
The fair values of quoted shares are based 
on current bid prices. If the market for a 
financial	asset	is	not	active	(unlisted	shares),	
the Group establishes the fair value by using 
valuation techniques. These include the  
use of recent arm’s length transactions, 
reference to other instruments that are 
substantially the same, discounted cash 
flow	analysis	and	option	pricing	models.	
Gains and losses arising from changes in 
fair value are recognised directly in equity 
with the exception of impairment losses, 
interest	calculated	using	the	effective	
interest method and foreign exchange gains 
and losses on monetary assets, which are 
recognised directly in the statement of 
comprehensive income.

Impairment of financial assets
The Group assesses at each end of the 
reporting period whether there is objective 
evidence	that	a	financial	asset	or	group	of	
financial	assets	is	impaired.	For	unlisted	
shares	classified	as	available-for-sale,	a	
significant	prolonged	decline	in	the	fair	
value of the security below its cost is 
considered as an indicator that the 
securities are impaired. 

of	a	designated	cash	flow	hedge	or	a	
designated hedge of a net investment in  
a foreign operation.
	 The	effective	portion	of	changes	in	the	
fair value of derivatives that are designated 
and	qualify	as	a	cash	flow	hedge	of	a	firm	
commitment or highly probable forecasted 
transaction are recognised directly in equity. 
The	gain	or	loss	relating	to	the	ineffective	
portion	of	a	cash	flow	hedge	is	recognised	
immediately	within	operating	profit	in	the	
statement of comprehensive income.
 If the hedged item results in the 
recognition of an asset or liability, then the 
associated gains or losses on the derivative 
that had previously been recognised in 
equity are included in the measurement of 
the asset or liability at the time the asset or 
liability is recognised. For hedged items that 
do not result in the recognition of an asset 
or a liability, amounts deferred in equity  
are transferred to the statement of 
comprehensive income in the same period 
as the underlying transaction occurs.
 Where the Group hedges net 
investments in foreign entities through 
currency	borrowings	or	derivative	financial	
instruments, the gains or losses on the 
translation of the borrowings or change in 
fair value of the derivative, to the extent the 
hedge	is	effective,	are	recognised	in	equity.	
Gains and losses accumulated in equity are 
included in the statement of comprehensive 
income when the foreign operation is 
disposed of.
 Changes in the fair value of derivative 
financial	instruments	that	are	not	designated	
as hedging instruments or do not qualify  
for hedge accounting are recognised in the 
statement of comprehensive income as 
they arise. Changes in the fair value of 
derivatives or other hedging instruments 
transacted	as	hedges	of	financial	items	are	
recognised	in	finance	costs/income	in	the	
statement of comprehensive income as 
they	arise.	Any	resulting	ineffectiveness	is	
recognised directly in the statement of 
comprehensive income.

Financial assets
The	Group	classifies	its	financial	assets	 
into the following categories: at fair value 
through	profit	or	loss,	loans	and	receivables	
and	available-for-sale.	The	classification	
depends on the purpose for which the 
financial	assets	were	acquired.	
Management	determines	the	classification	
of	its	financial	assets	at	initial	recognition.

Financial assets at fair value through  
profit or loss
Financial	assets	at	fair	value	through	profit	
or	loss	are	financial	assets	held	for	trading	

2. Accounting policies
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The most important foreign currencies for 
the Group are the euro and the Swedish 
krona. The relevant exchange rates to 
pounds sterling are shown in the table below.

Government grants 
Grants related to assets are recognised 
initially as deferred income and subsequently 
credited to the statement of comprehensive 
income on the same basis that the related 
assets are depreciated. Grants related to 
income are credited to the statement of 
comprehensive income over the periods to 
match them with the related costs which 
they are intended to compensate.

Revenue and profit recognition
Revenue represents the fair value of 
consideration received or receivable from 
customers for goods and services provided 
by the Group, net of discounts, VAT and 
other sales related taxes. Where the time 
value of money is material, revenue is 
recognised as the present value of the  
cash inflows expected to be received  
from the customer in settlement.
	 The Group generates revenue from the 
supply of professional services, software 
and hardware products. The Group will 
supply professional services to customers  
in connection with the design, building, 
implementation and testing of IT solutions. 
The Group may also source software and 
hardware products as part of these contracts, 
some of which may be developed in house.
	 In the case of outsourcing contracts  
the Group may also provide professional 
services in connection with the ongoing 
support and operation of systems and 
processes.
	 The main components within the  
Group’s contracts are product sales and 
contracts to supply professional services. 
The revenue recognition approach to each 
is set out below:

Product sales
Revenue from the sale of software products 
or hardware with no significant service 
obligation is recognised 100% on delivery. 
Revenue from the sale of software products 
or hardware requiring significant 
modification, integration or customisation  
is recognised using the percentage of 
completion method.

Professional services
The revenue and profit of contracts for  
the supply of professional services at 

predetermined rates is recognised as and 
when the work is performed, irrespective  
of the duration of the contract.
	 The revenue and profit on fixed price 
contracts for the supply of professional 
services at predetermined rates is 
recognised on a percentage of completion 
basis when the outcome of a contract can 
be estimated reliably. A contract’s outcome 
is deemed to be capable of reliable 
estimation at the earlier of six months from 
contract commencement and the date at 
which the contract is 50% complete. If a 
contract outcome cannot be estimated 
reliably, revenues are recognised equal to 
costs incurred, to the extent that costs are 
expected to be recovered.
	 The stage of contract completion is 
determined by reference to the costs of 
professional services incurred to date as  
a proportion of the total estimated costs  
of professional services, except in rare 
circumstances when measuring the stage 
of contract completion using total contract 
costs is more representative of the work 
performed, in which case total contract 
costs are used (Note 4).

Contracts for the supply of both product 
sales and professional services 
The majority of the Group’s contracts  
are for the supply of both product and 
professional services and are accounted for 
as construction contracts. In accordance 
with IAS 11 ‘Construction Contracts’, when 
a contract covers a number of different 
components the revenue and profits are 
recognised on each component separately 
where: there is a separate proposal for  
each component of a contract, each 
component is negotiated separately and  
the costs and revenues of each component 
can be identified. 
	 When it is required to separate the 
product sales and professional services 
components in a contract and account for 
the revenue and profits on each component 
separately, then the revenue recognition 
policies for the individual components 
outlined above will be followed.
	 Where a contract contains multiple 
components that do not meet the 
conditions for separation set out above, as 
in the majority of cases, then the contract 
will be treated as having one revenue 
component and will be treated as a fixed 
priced professional services contract with 
revenues for the contract recognised in line 
with the supply of professional services as 

						      2009	 2008

							       Average	 Closing	 Average	 Closing
£1 = €					     1.12	 1.13	 1.25	 1.03
£1 = SEK					     11.91	 11.53	 12.08	 11.37

Where the time value of money is material, 
provisions are measured at the present 
value of expenditures expected to be  
paid in settlement.

Share capital
Ordinary shares are classified as equity. 
Incremental costs directly attributable to 
the issue of new shares or options are 
shown in equity as a deduction from the 
proceeds.

Foreign currencies
The presentation currency of the Group is 
pounds sterling. The Group also presents 
primary statements in euros, see pages  
131 to 133.
	 Items included in the separate financial 
statements of Group entities are measured 
in the functional currency of each entity. 
Transactions denominated in foreign 
currencies are translated into the functional 
currency of the entity at the rates prevailing 
at the dates of the individual transactions. 
Foreign currency monetary assets and 
liabilities are translated at the rates 
prevailing at the end of the reporting period. 
Exchange gains and losses arising are 
charged or credited to net operating costs 
or finance costs/income in the statement  
of comprehensive income, as appropriate, 
except when deferred in equity as qualifying 
cash flow hedges and qualifying net 
investment hedges.
	 The statement of comprehensive income 
and statement of financial position of 
foreign entities are translated into pounds 
sterling on consolidation at the average 
rates for the period and the rates prevailing 
at the end of the reporting period 
respectively. Exchange gains and losses 
arising on the translation of the Group’s  
net investment in foreign entities, and of 
financial instruments designated as hedges 
of such investments, are recognised as a 
separate component of shareholders’ 
equity. On disposal of a foreign entity, the 
cumulative translation differences are 
recycled to the statement of comprehensive 
income and recognised as part of the gain 
or loss on disposal.
	 Goodwill and fair value adjustments 
arising on the acquisition of a foreign entity 
are treated as assets and liabilities of the 
foreign entity and translated at the rates 
prevailing at the end of the reporting period.

2. Accounting policies
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Share-based payment
The cost of share-based employee 
compensation arrangements, whereby 
employees receive remuneration in the form 
of shares or share options, is recognised as 
an	employee	benefit	expense	in	the	
statement of comprehensive income.
 The total expense to be apportioned 
over	the	vesting	period	of	the	benefit	is	
determined by reference to the fair value  
at the grant date of the shares or share 
options awarded and the number that  
are expected to vest. The assumptions 
underlying the number of awards expected 
to	vest	are	subsequently	adjusted	to	reflect	
conditions prevailing at the end of the 
reporting period. At the vesting date of  
an award, the cumulative expense is 
adjusted to take account of the awards  
that actually vest.

Short-term compensated absences
A liability for short-term compensated 
absences, such as holiday, is recognised for 
the amount the Group may be required to 
pay as a result of the unused entitlement 
that has accumulated at the end of the 
reporting period.

Death-in-service benefits
Insured	death-in-service	benefits	are	
accounted	for	as	defined	contribution	
arrangements.	Death-in-service	benefits	for	
which the Group does not have insurance 
cover	are	accounted	for	as	defined	benefit	
arrangements.

Employee share ownership trusts
Employee share ownership plan (ESOP) 
trusts, which purchase and hold ordinary 
shares of the Company in connection  
with certain employee share plans, are 
consolidated	in	the	Group	financial	
statements. Any consideration paid or 
received by ESOP trusts for the purchase or 
sale of the Company’s own shares is shown 
as a movement in shareholders’ equity.

Dividends
Dividends to the Company’s shareholders 
are recognised as a liability and deducted 
from shareholders’ equity in the period in 
which the shareholders’ right to receive 
payment is established. 

The	cost	of	defined	contribution	plans	is	
charged to the statement of comprehensive 
income on the basis of contributions 
payable by the Group during the year.
	 For	defined	benefit	plans,	the	defined	
benefit	obligation	is	calculated	annually	by	
independent actuaries using the projected 
unit	credit	method.	The	retirement	benefit	
liability	in	the	statement	of	financial	position	
represents	the	present	value	of	the	defined	
benefit	obligation	as	reduced	by	the	fair	
value of plan assets and unrecognised past 
service	cost.	A	retirement	benefit	asset	is	
recognised to the extent that the Group  
can	benefit	from	refunds	or	a	reduction	in	
future contributions.
 Insurance policies are treated as plan 
assets	of	a	defined	benefit	plan	if	the	
proceeds of the policy:

›  can only be used to fund employee 
benefits;

›  are not available to the Group’s creditors; 
and

›  either cannot be paid to the Group 
unless the proceeds represent surplus 
assets	not	needed	to	meet	all	the	benefit	
obligations or are a reimbursement for 
benefits	already	paid	by	the	Group.

Insurance policies that do not meet the 
above criteria are treated as non-current 
investments and are held at fair value as  
an	available-for-sale	financial	asset	in	the	
statement	of	financial	position.
 The current service cost is recognised in 
the statement of comprehensive income as 
an	employee	benefit	expense.	The	interest	
cost resulting from the increase in the 
present	value	of	the	defined	benefit	
obligation over time and the expected 
return on plan assets, is recognised as net 
interest expense or income. The expected 
return	on	plan	assets	is,	for	UK	defined	
benefit	pension	schemes,	shown	net	of	an	
expected reduction for payments to the 
Pension Protection Fund (the ‘PPF levy’). 
The	difference	between	the	actual	and	
expected PPF levy is treated as an actuarial 
gain or loss.
 A past service cost is recognised 
immediately	to	the	extent	that	benefits	have	
already vested, or is otherwise amortised on 
a straight-line basis over the average period 
until	the	benefits	vest.
 Actuarial gains and losses arising from 
experience adjustments or changes in 
actuarial assumptions are charged or 
credited in the consolidated statement  
of comprehensive income in the period  
in which they arise.

outlined above. Generally where such 
contracts arise professional service costs 
will form the bulk of costs on the contract. 
If this is not the case then total costs are 
used as a basis for determining the 
percentage of completion.

Loss making contracts
Provision is made for all foreseeable future 
losses in the period in which the loss is 
identified.

Segment reporting
The	Group	has	identified	the	Executive	
Committee as the Chief Operating Decision 
Maker as it is responsible for the allocation 
of resources to operating segments and 
assessing their performance. Operating 
segments are reported in a manner which  
is consistent with the operating segments 
produced for internal management 
reporting. At 31 December 2009, Logica 
was	organised	into	five	geographical	
segments based on the location of assets 
(Note 5).

Exceptional items
Exceptional items fall within operating and 
financial	activities	of	the	Group	but	are	
identified	as	exceptional	items	by	virtue	of	
their size, nature or incidence. These items 
are disclosed in aggregate on the face of 
the statement of comprehensive income  
to aid an understanding of the Group’s 
financial	performance.
 Transactions which may give rise to 
exceptional items are principally gains  
or losses on disposals of investments  
or subsidiaries, major restructuring 
programmes or costs of integrating 
acquired businesses.

Employee benefits
Retirement benefits
The	Group	operates	retirement	benefit	
plans	of	both	a	defined	contribution	and	
defined	benefit	nature.	Retirement	benefit	
plans that are funded by the payment of 
insurance	premiums	are	treated	as	defined	
contribution plans unless the Group has an 
obligation	either	to	pay	the	benefits	directly	
when they fall due or to pay further 
amounts if assets accumulated with the 
insurer do not cover all future employee 
benefits.	In	such	circumstances,	the	plan	
is	treated	as	a	defined	benefit	plan.

2. Accounting policies
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	 ›	� IAS 27 R, ‘Consolidated and Separate 
Financial Statements’, where IFRS 3 R 
is applied prior to 1 July 2009 IAS 27 R 
must also be applied from the same 
date. The revised standard requires 
that acquisitions and disposals that  
do not result in a change of control 
are accounted for within equity. Any 
difference between the change in  
the non-controlling interest and the 
fair value of the consideration paid  
or received is recognised directly in 
equity and attributed to the owners  
of the parent and does not  
generate goodwill.

(d)	�The following standards, interpretations, 
and amendments to existing standards 
are not yet effective and have not been 
early adopted by the Group:

	 ›	� IFRIC 16, ‘Hedges of a net investment 
in a foreign operation’.

	 ›	� IFRIC 18, ‘Transfers of Assets from 
Customers’.

	 ›	� IAS 28 ‘Investments in Associates’, 
effective on or after 1 July 2009, 
amended to reflect changes to IFRS 3.

	 ›	� IAS 31 ‘Interests in Joint Ventures’, 
effective on or after 1 July 2009, 
amended to reflect changes to IFRS 3.

	 ›	� IFRIC 17 ‘Distributions of non-cash 
assets to owners’. Applies for periods 
beginning on or after 1 July 2009; 
clarifies the accounting where assets 
other than cash are distributed  
to shareholders.

	 ›	� IAS 39 ‘Financial Instruments: 
Recognition and Measurement’, 
effective on or after 1 July 2009, 
amended to clarify how existing 
principles should be applied in respect 
of ‘a one sided risk in a hedged item’ 
and ‘inflation in a financial hedged 
item’. Inflation risk can only be hedged 
if contractually specified and it is 
possible to use purchased options  
as a hedging instrument.

	 ›	� IAS 39 ‘Financial Instruments: 
Recognition and Measurement’, 
effective on or after 30 June 2009, 
amended to clarify the treatment  
of embedded derivatives where 
transactions are reclassified from Fair 
Value Through Profit or Loss (FVTPL). 
Where transactions are reclassified 
embedded derivatives may need to be 
separated from the host and continue 
to be treated as FVTPL.

	 ›	� IAS 23 R ‘Borrowing costs’ – the 
amendment requires that borrowing 
costs incurred in the construction  
and production of qualifying assets 
commenced after 1 January 2009  
are capitalised.

	 ›	�� IFRS 2 (Amendment), ‘Share-based 
payment’, effective for accounting 
periods beginning on or after  
1 January 2009. The amendment  
to the standard limits vesting 
conditions to service conditions  
and performance conditions. The 
amendment also specifies that all 
cancellations, whether by the entity  
or by other parties, should receive  
the same accounting treatment, i.e. 
acceleration of the expense based  
on the grant date fair value.

(c)	�The following standards, interpretations 
and amendments have been early 
adopted by the Group:

	 ›	� IFRS 3 R, ‘Business combinations’ 
– The revised standard requires that 
all acquisition related costs are to  
be expensed in the period incurred 
rather than added to the cost of  
the investment, that changes to 
contingent consideration following  
a business combination are shown  
in the statement of comprehensive 
income rather than changing goodwill, 
and that changes to deferred tax 
assets relating to business 
combinations are only reflected within 
goodwill if they occur within the 
measurement period. Furthermore, 
purchase accounting only applies at 
the point when control is achieved. 
The Group has applied IFRS 3 R 
prospectively to all business 
combinations from 1 January 2009. 
Where a business combination and 
the related assets and liabilities 
arising were acquired before  
1 January 2009 they are not  
adjusted by IFRS 3 R and as a  
result comparatives for 2008 have  
not been restated.

3. �Adoption of new and 
revised International 
Financial Reporting 
Standards

The accounting policies adopted in these 
consolidated financial statements are 
consistent with those of the annual  
financial statements for the year ended  
31 December 2008, with the exception of 
the following standards, amendments to 
and interpretations of published standards 
adopted during the year: 

(a)	�The following standards, interpretations, 
and amendments to standards were 
effective during the year 2009 and have 
been adopted by the Group:

	 ›	� IFRS 8 ‘Operating Segments’ – The 
standard replaced IAS 14 ‘Segment 
Reporting’, and aligns operating 
segments reported to those segments 
reported internally to senior 
management. The basis for the 
segments under IFRS 8 is set out in 
Note 5 below. The standard does not 
change the recognition, measurement, 
or disclosure of transactions in the 
consolidated financial statements. 

	 ›	 �IAS 1 R ‘Presentation of financial 
statements’ – The amendment 
requires “non-owner” and “owner” 
changes in equity to be presented 
separately. It also requires that where 
a statement of financial position is 
restated that the opening statement 
of financial position is also disclosed. 
This will mean that where restatement 
occurs that three columns rather than 
two will be reported. Entities can also 
choose whether to present one or two 
performance statements. The Group 
has chosen to present one performance 
statement. A further impact of the 
amendment is that the primary 
statements have been renamed. 

(b)	�The following standards, interpretations, 
and amendments to standards were 
effective during the year 2009, but had 
no material impact on the Group:

	 ›	� Amendments issued as part of annual 
improvements to IFRSs (May 2008).

	 ›	� Amendments to IFRS 7 Improving 
Disclosures about Financial 
Instruments.

	 ›	� Amendments to IFRIC 9 and IAS 39 
‘Embedded derivatives ’.

	 ›	� IFRIC 13, ‘Customer loyalty 
programmes’.

	 ›	� IFRIC 15 ‘Agreements for the 
construction of real estates’.



Financial statements › Consolidated financial statements

88

Defined benefit pension plans
The	calculation	of	the	defined	benefit	
obligation	of	a	defined	benefit	plan	
requires estimation of future events, for 
example salary and pension increases, 
inflation	and	mortality	rates.	In	the	event	
that future experience does not bear out 
the estimates made in previous years,  
an adjustment will be made to the plan’s 
defined	benefit	obligation	in	future	periods	
which	could	have	a	material	effect	on	the	
Group. The carrying amounts of assets 
and	liabilities	relating	to	defined	benefit	
plans, together with the key assumptions 
used	in	the	calculation	of	the	defined	
benefit	obligations	relating	to	those	plans	
and sensitivity to those key assumptions, 
are disclosed in Note 38.

Income taxes 
In recognising income tax assets and 
liabilities, management makes estimates 
of the likely outcome of decisions by tax 
authorities on transactions and events 
whose treatment for tax purposes is 
uncertain.	Where	the	final	outcome	of	
such	matters	is	different,	or	expected	to	
be	different,	from	previous	assessments	
made by management, a change to the 
carrying value of income tax assets and 
liabilities will be recorded in the period  
in which such a determination is made.  
The carrying values of income tax assets 
and liabilities are disclosed separately  
in the consolidated statement of  
financial	position.
	 If	the	actual	final	outcome	on	the	income	
tax judgement areas were to  
differ	by	10%	from	management’s	
estimates, the Group would need to:

›  increase the income and deferred  
tax liability by £13.7 million if 
unfavourable; or

›  decrease the income and deferred tax 
liability by £9.9 million if favourable.

Ongoing claims and legal proceedings 
Management regularly assesses the status 
of any known claims and legal proceedings 
against the Group. This assessment can 
involve both judgement with regards to the 
credibility of a claim and also the quantum 
of any liability. If it is assessed that a claim 
will probably be successful, management 
will recognise a provision for the fair value  
of the liability (Note 27). Such calculations 
will be based on management’s assessment 
of the expected settlement. Where a claim 
is not assessed as being probable then 
management will disclose a contingent 
liability unless the liability is remote (Note 41).

4.  Key areas of estimation 
uncertainty

In	preparing	the	consolidated	financial	
statements, management has to make 
judgements on how to apply the Group’s 
accounting policies and make estimates 
about the future. The critical judgements 
that have been made in arriving at the 
amounts recognised in the consolidated 
financial	statements	and	the	key	sources	
of estimation uncertainty that have a 
significant	risk	of	causing	a	material	
adjustment to the carrying value of assets 
and	liabilities	in	the	next	financial	year,	 
are discussed below.

Revenue recognition
The	revenue	and	profit	of	fixed	price	
contracts is recognised on a percentage  
of completion basis when the outcome  
of a contract can be estimated reliably. 
Management exercises judgement in 
determining whether a contract’s outcome 
can be estimated reliably. Management 
also makes estimates of the total cost of 
professional services, or in some instances 
total contract costs, which are used in 
determining the value of amounts 
recoverable on contracts. Estimates are 
continually revised based on changes in 
the facts relating to each contract. The 
carrying amount of amounts recoverable 
on contracts is disclosed in Note 22.

Impairment of goodwill
The determination of whether or not 
goodwill has been impaired requires an 
estimate to be made of the value in use  
of the cash-generating units to which 
goodwill has been allocated. The value in 
use calculation includes estimates about 
the	future	financial	performance	of	the	
cash-generating units, including 
management’s estimates of long-term 
operating margins and long-term growth 
rates. The carrying amount of goodwill  
and the key assumptions used in the 
calculation and sensitivity of value in use 
of cash-generating units to which goodwill 
is attributed are disclosed in Note 16. 

(e)  The following standards, interpretations, 
and amendments to existing standards 
are	not	yet	effective,	have	not	yet	been	
endorsed by the EU and have not been 
early adopted by the Group:

 ›  Amendments issued as part of annual 
improvements to IFRSs (April 2009).

 ›  IFRS 9 ‘Financial Instruments’, 
effective	on	or	after	1	January	2013.

 ›  Amendment to IFRIC 14 ‘Prepayments 
of a Minimum Funding Requirement’, 
effective	on	or	after	1	January	2011.

 ›  IFRIC 19 ‘Extinguishing Financial 
Liabilities with Equity Instruments’, 
effective	on	or	after	1	July	2010.

 ›  Amendments to IFRS 2 ‘Group 
cash-settled share based payment 
transactions’,	effective	on	or	after	 
1 January 2010.

 ›  Amendments to IFRS 1 ‘Additional 
Exemptions for First-time Adopters’, 
effective	on	or	after	1	January	2010.

 ›	 		Amendment	to	IAS	32	‘Classification	
of	Rights	Issues’,	effective	on	or	after	
1 February 2010.

 ›  IAS 24 R ‘Related Party Disclosures’, 
effective	on	or	after	1	January	2011.
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5. Segment information

In accordance with IFRS 8 ‘Operating Segments’ Logica has derived the information for its operating segments using the information  
used by the Chief Operating Decision Maker. The Group has identified the Executive Committee as the Chief Operating Decision Maker  
as it is responsible for the allocation of resources to operating segments and assessing their performance. The profit measure used by  
the Executive Committee is the adjusted operating profit, as described in Note 8. Operating segments are reported in a manner which is 
consistent with the operating segments produced for internal management reporting. The operating segments have not changed as a 
result of implementing IFRS 8. However, during the current period Logica has consolidated the German business into the International 
segment, which has resulted in reclassification of £214.2 million of revenue, £2.9 million of operating profit and £11.9 million of adjusted 
operating profit (Note 8) relating to financial year ended 31 December 2008 from Germany to the International segment. Also, the 
Netherlands and Belgium businesses were consolidated into a newly created Benelux segment, which has resulted in a reclassification  
of £54.3 million of revenue, £0.2 million of operating loss and £0.2 million of adjusted operating profit (Note 8) relating to financial year 
ended 31 December 2008 from the International segment to the Benelux segment.
	 Logica is organised into five operating segments based on the location of assets. Segment revenue and profit after tax are disclosed below: 

						      Revenue	 Profit
							       2009	 2008	 2009	 2008
							       £’m	 £’m	 £’m	 £’m
Nordics					     1,032.0	 999.6	 0.7	 13.7
France					     790.8	 720.6	 18.5	 17.9
United Kingdom					     750.4	 709.7	 42.6	 11.3
Benelux					     573.5	 627.5	 (22.9)	 34.7
International					     554.9	 530.6	 27.4	 8.8  
Revenue and operating profit	 	 	 	 	 3,701.6	 3,588.0	 66.3	 86.4
Finance costs							       (35.8)	 (53.3)
Finance income							       11.6	 10.0
Share of post-tax profits from associates	 	 	 	 	 	 0.5	 0.7
Taxation							       (2.5)	 (4.9)
Profit after tax							       40.1	 38.9

The share of post-tax profits from associates in the years ended 31 December 2009 and 2008 was attributable to the Nordics segment. 

Analysis of revenue by product and services
									         2009	 2008
									         £’m	 £’m
Sales of goods							       180.2	 140.2
Revenue from services							       3,521.4	 3,447.8
									         3,701.6	 3,588.0

Outsourcing							       1,380.1	 1,161.3
Consulting and professional services						      2,321.5	 2,426.7
									         3,701.6	 3,588.0

Revenue above included £2,080.1 million which related to contracts accounted for under the percentage-of-completion method  
(2008: £1,784.7 million). 

Analysis of revenue by customer
No single customer contributes more than 10% of the Group’s revenue.

Analysis of total assets
									         2009	 2008
									         £’m	 £’m
Nordics							       1,265.6	 1,399.3
France							       955.8	 1,166.4
United Kingdom							       484.0	 467.8
Benelux							       214.7	 324.6
International							       507.4	 550.0
									         3,427.5	 3,908.1
Unallocated assets
	 Cash and cash equivalents							       139.3	 126.9
	 Tax assets							       77.9	 75.8
	 Derivative financial assets	 	 	 	 	 	 	 7.4	 34.8
Total assets							       3,652.1	 4,145.6
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5. Segment information
(continued)

Analysis of non-current assets

      2009
                Other  Property 
                intangible  plant and 
              Goodwill  assets   equipment  Total
       £’m £’m £’m £’m
Nordics     827.3  152.7  31.4  1,011.4
France     598.0  48.7  15.9  662.6
United Kingdom     167.6   15.5  31.6   214.6
Benelux     28.3   0.8   5.9   35.0 
International     262.4   25.7   48.0   336.1
       1,883.6   243.4   132.8   2,259.7 

      2008
        Other Property 
        intangible plant and 
       Goodwill assets  equipment Total
       £’m £’m £’m £’m
Nordics     862.9  220.7  36.3  1,119.9
France     656.0  83.4  18.4  757.8
United Kingdom     167.6  8.5  33.4 209.5
Benelux     31.0  10.0  8.9 49.9
International     276.7 31.8 52.0 360.5
       1,994.2 354.4 149.0 2,497.6

6. Net operating costs
         2009 2008
         £’m £’m
Amortisation       101.2 103.7
Depreciation       43.7 42.7
Employee	benefits	expense	 	 	 	 	 	 	 2,096.7 1,954.1
Legal and professional fees       41.4 40.0
Material and other external charges       931.0 1,009.5
Property costs       136.3 116.0
External sales and marketing costs       13.2 20.8
Disposal of businesses       22.4 –
Restructuring and integration costs       95.1 92.3
Other operating expenses       154.3 122.5
         3,635.3 3,501.6

7. Exceptional items

The	exceptional	items	recognised	within	operating	profit	were	as	follows:
         2009 2008
         £’m £’m
Restructuring costs       (95.1) (84.3)
Business held for disposal (Note 34)       (18.9) –
Disposal of businesses       (3.5) –
Integration costs       – (8.0)
         (117.5) (92.3)

During the year ended 31 December 2009, the Group incurred a charge of £95.1 million (2008: £84.3 million) relating to the restructuring 
of	the	business	following	the	2008	Business	review.	The	restructuring	comprised	costs	associated	with	the	closure	of	offices	predominantly	
in	the	UK	and	France,	and	redundancy	of	staff	across	the	Group.
 Exceptional costs relating to a business held for disposal amounted to £18.9 million, and relates to the Netherlands. This includes  
£7.7 million of impairment of intangible assets (Note 34). 
 This year, the Group completed the disposals of its two non-core businesses, ‘Integrata AG’ and ‘Cocq Datendienste GmbH’ in Germany. 
Two other non-core divisions were also disposed of in the Nordic region. Disposals generated a net loss of £3.5 million (Note 35).
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8. Adjusted operating profit

Adjusted operating profit excludes the results of discontinued operations, exceptional items and amortisation of intangible assets initially 
recognised at fair value in a business combination, whenever such items occur. Adjusted operating profit is not defined under IFRS and has 
been shown as the Directors consider this to be helpful for a better understanding of the performance of the Group’s underlying business. 
It may not be comparable with similarly titled profit measurements reported by other companies and is not intended to be a substitute for, 
or superior to, IFRS measures of profit.
									         2009	 2008
									         £’m	 £’m

Operating profit 						      	 66.3	 86.4
Exceptional items (Note 7)						      	 117.5	 92.3
Amortisation of intangible assets initially recognised on acquisition			   	 88.5	 88.7
Adjusted operating profit 						      	 272.3	 267.4

Adjusted operating profit/(loss) analysis per operating segment was as follows: 
						      2009

							       Operating	 Excep-	 Amortis-	 Adjusted
							       profit/	 tional	 ation of	 operating
							       (loss)	 items	 intangibles*	 profit
							       £’m	 £’m	 £’m	 £’m
Nordics				    	 0.7	 28.5	 55.1	 84.3
France				    	 18.5	 12.1	 28.9	 59.5
United Kingdom				    	 42.6	 21.5	 –	 64.1
Benelux				    	 (22.9)	 47.0	 –	 24.1
International				    	 27.4	 8.4	 4.5	 40.3
						      	 66.3	 117.5	 88.5	 272.3

						      2008
								        Excep-	 Amortis-	 Adjusted
							       Operating	 tional	 ation of	 operating
	 	 	 	 	 	 	 profit	 items	 intangibles*	 profit
							       £’m	 £’m	 £’m	 £’m
Nordics					     13.7	 16.4	 57.7	 87.8
France					     17.9	 10.7	 25.9	 54.5
United Kingdom					     11.3	 44.0	 –	 55.3
Benelux					     34.7	 8.5	 –	 43.2
International					     8.8	 12.7	 5.1	 26.6
							       86.4	 92.3	 88.7	 267.4
* Amortisation of intangible assets initially recognised on acquisition.

9. Employees

						      Year end	 Average
							       2009	 2008	 2009	 2008
							       £’m	 £’m	 £’m	 £’m
Nordics				    	 9,622	 9,767	 9,730	 9,742
France				    	 8,882	 9,144	 8,964	 9,059
United Kingdom				    	 5,365	 5,424	 5,388	 5,525
Benelux				    	 5,490	 6,192	 5,872	 6,414
International				    	 9,421	 9,410	 9,547	 8,514
						      	 38,780	 39,937	 39,501	 39,254
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9. Employees
(continued)

The	employee	benefit	expense	for	the	year	amounted	to:
         2009 2008
         £’m £’m
Salaries	and	short-term	employee	benefits	 	 	 	 	   1,638.2 1,514.8
Social security costs        313.5 305.6
Pension costs (Note 38)        135.5 122.8
Share-based payments (Note 37)        9.5 10.9
          2,096.7 1,954.1

Employee	benefit	expense	of	£73.5	million	(2008:	£42.4	million)	has	not	been	included	in	the	table	above	but	is	included	within	the	 
£95.1 million (2008: £92.3 million) charge for restructuring and integration costs in Note 7.

10. Finance costs
         2009 2008
         £’m £’m
Finance leases        1.9 1.2
Bank loans and overdrafts        27.8 35.1
Convertible bonds       – 4.8
Retirement	benefit	schemes	 	 	 	 	 	   2.1 2.0
Financing fair value remeasurements       0.9 7.7
Other         3.1 2.5
          35.8 53.3

11. Finance income
         2009 2008
         £’m £’m
Bank interest        2.3 2.2
Unwinding of discount on trade receivables       5.4 2.9
Retirement	benefit	schemes	 	 	 	 	 	  – 0.7
Financing fair value remeasurements       2.0 0.8
Other         1.9 3.4
          11.6 10.0

12. Profit before tax

The	following	items	have	been	included	in	arriving	at	profit	before	tax:
         2009 2008
         £’m £’m
Loss on disposal of non-current assets        0.3 1.9
Research and development expenditure       10.4 7.0
Trade receivables impairment        3.0 2.9
Exchange gains        (0.8) –

The Group received a Regional Selective Assistance grant from the Welsh Assembly in February 2004 to aid with the development of  
the Group’s outsourcing facilities at Bridgend, Wales. The Group received cash of £1.0 million during the year (2008: £nil) and £1.5 million 
(2008:	£0.5	million)	was	credited	in	arriving	at	profit	before	tax.
 During 2009 the Group did not receive any cash (2008: £0.9 million) from the European Social Fund to aid with creating new 
employment in the Netherlands operation. During the year ended 31 December 2009, there was no credit (2008: £1.0 million) in  
arriving	at	profit	before	tax.
 The Group also participates in the BSIK programme (Act Subsidy Investment Knowledge Infrastructure) sponsored by a consortium of  
five	Dutch	ministries	that	give	support	to	the	public	and	industry	for	related	research	projects.	Under	this	programme	the	Group	received	
£1.1	million	during	the	year	(2008:	£0.3	million)	of	which	£0.5	million	(2008:	£0.3	million)	was	credited	in	arriving	at	profit	before	tax.
 Innovative projects are sponsored by the European Commission for bringing innovation to research and development and information 
technology. During the year the Group received £0.8 million (2008: £1.0 million), and £0.5 million (2008: £0.6 million) was credited in 
arriving	at	profit	before	tax.
 The Group received grants ‘Prime d’aménagement du territoire’ from the Ministry of Interior and the European Union, between 2004 
and 2009 to create employment in certain regions in France. During the year ended 31 December 2009, the Group received cash of 
£0.3	million	(2008:	£1.3	million),	and	£0.3	million	(2008:	£1.5	million)	was	credited	in	arriving	at	profit	before	tax.
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12. Profit before tax
(continued) 

Auditors’ remuneration
The following table shows an analysis of fees payable to PricewaterhouseCoopers LLP, the Group’s auditors:
									         2009	 2008
									         £’m	 £’m
Audit services
Fees payable to the Company’s auditor for the audit of the  
	 parent Company and consolidated financial statements	 	 	 	 	 0.6	 0.7

Non-audit services 
Fees payable to the Company’s auditor and its associates for other services
– audit of financial statements of subsidiaries, pursuant to legislation	 	 	 	 1.5	 1.7
– other services pursuant to such legislation					     	 0.1	 0.3
– tax services						      	 0.2	 0.2
– all other services						      	 0.1	 0.1
 Total auditors’ remuneration						      	 2.5	 3.0

13. Taxation
									         2009	 2008
									         £’m	 £’m
Current tax:

UK corporation tax 						      	 15.7	 (1.2)
Overseas tax						      	 25.5	 39.1
								        	 41.2	 37.9
Deferred tax:

UK corporation tax 						      	 (1.4)	 (5.6)
Overseas tax						      	 (37.3)	 (27.4)
								        	 (38.7)	 (33.0)
								        	 2.5	 4.9

The effective tax rate on operations for the year, before the share of post-tax profits from associates, exceptional items and amortisation  
of intangible assets initially recognised on acquisition, was 20.0% (2008: 22.5%), of which a charge of £20.6 million (2008: £2.2 million) 
related to the United Kingdom. The effective tax rate for 2009 was lower than 2008 due to the satisfactory closure of a number of 
outstanding prior year claims.
	 The effective tax rate on exceptional items was 18.3% (2008: 19.0%) and the effective tax rate on amortisation of intangible assets 
initially recognised on acquisition was 28.9% (2008: 31.5%).
	 The tax charge from operations is lower than the standard rate of corporation tax in the UK applied to profit before tax. The differences 
are explained below.
 									         2009	 2008
									         £’m	 £’m
Profit before tax	 	 	 	 	 	 	 42.6	 43.8
Less: share of post-tax profits from associates	 	 	 	 	 	 (0.5)	 (0.7)
Profit before tax excluding share of post-tax profits from associates	 	 	 	 42.1	 43.1

Tax at the UK corporation tax rate of 28% (2008: 28.5%)					     11.8	 12.3
Adjustments in respect of previous years	  					     0.2	 (5.8)
Adjustment for foreign tax rates							       5.6	 4.0
Tax loss utilisation							       (10.0)	 (9.2)
Income not taxable 							       (13.1)	 (1.5)
Deferred tax assets not recognised							       8.0	 5.1
Tax charge							       2.5	 4.9

In addition to the amounts charged to the statement of comprehensive income, a deferred tax credit of £15.8 million (2008: charge  
of £7.2 million) relating to retirement benefit schemes was recognised directly in the other comprehensive income. 
	 The current tax related to exceptional items for the year ended 31 December 2009 was a tax credit of £21.5 million (2008: £17.5 million).
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14. Dividends

The	Directors	are	proposing	a	final	dividend	in	respect	of	the	year	ended	31	December	2009	of	2.3p	per	share,	which	would	reduce	
shareholders’ funds by approximately £36.5 million. The proposed dividend is subject to approval at the AGM on 5 May 2010 and has  
not	been	recognised	as	a	liability	in	these	financial	statements.	The	final	dividend	will	be	paid	on	6	May	2010	to	shareholders	listed	on	 
the share register on 9 April 2010. 
 The amounts recognised as distributions to owners were as follows:
       2009 2008 2009 2008
       p/share p/share £’m £’m
Interim dividend, relating to 2009/2008      1.00 2.40  16.5 34.8
Final dividend, relating to 2008/2007     0.60 3.50  9.5 50.5
        1.60 5.90  26.0 85.3

Dividends payable to employee share ownership trusts are excluded from the amounts recognised as distributions in the table above.

15. Earnings per share
                2009
         Weighted
         average Earnings
                  number  per
        Earnings of shares share
Earnings per share      £’m million pence
Profit	for	the	year	 	 	 	 	   40.1
Earnings attributable to ordinary shareholders      40.1  1,586.2  2.5
Basic EPS       40.1  1,586.2  2.5

Effect	of	share	options	and	share	awards	 	 	 	   –  23.4  –
Diluted EPS       40.1  1,609.6  2.5

Adjusted earnings per share
Earnings attributable to ordinary shareholders      40.1  1,586.2  2.5
ADD BACK:

Exceptional items, net of tax       96.0  –  6.0
Amortisation of intangible assets initially recognised on acquisition, net of tax    62.9  –  4.0
Basic adjusted EPS       199.0  1,586.2  12.5

Effect	of	share	options	and	share	awards	 	 	 	   –  23.4  (0.1)
Diluted adjusted EPS       199.0  1,609.6  12.4

        2008
         Weighted
         average Earnings
         number per
        Earnings of shares share
Earnings per share      £’m million pence
Profit	for	the	year	 	 	 	 	 	 38.9
Non-controlling interests      (0.2)
Earnings attributable to ordinary shareholders     38.7 1,453.4 2.7
Basic EPS      38.7 1,453.4 2.7

Effect	of	share	options	and	share	awards	 	 	 	 	 –	 24.5	 (0.1)
Diluted EPS      38.7 1,477.9 2.6

Adjusted earnings per share
Earnings attributable to ordinary shareholders     38.7 1,453.4 2.7
ADD BACK:

Exceptional items, net of tax      74.8 – 5.1
Mark-to-market loss on convertible bonds designated at fair  
value	through	profit	or	loss,	net	of	tax	 	 	 	 	 3.8	 –	 0.3
Amortisation of intangible assets initially recognised on acquisition, net of tax   60.8 – 4.2
Basic adjusted EPS      178.1 1,453.4 12.3

Effect	of	share	options	and	share	awards	 	 	 	 	 –	 24.5	 (0.1)
Effect	of	convertible	bonds,	excluding	mark-to-market	gain,	net	of	tax	 	 	 3.5	 48.5	 (0.3)
Diluted adjusted EPS      181.6 1,526.4 11.9
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15. Earnings per share
(continued)

All operations as at 31 December 2009 and 2008 were continuing.
	 Adjusted earnings per share, both basic and diluted, have been shown as the Directors consider this to be helpful for a better 
understanding of the performance of the Group’s underlying business. The earnings measure used in adjusted earnings per share 
excludes, whenever such items occur: the results of discontinued operations; exceptional items; mark-to-market gains or losses on financial 
assets and financial liabilities designated at fair value through profit or loss; and amortisation of intangible assets initially recognised at fair 
value in a business combination. All items adjusted are net of tax where applicable.
	 The weighted average number of shares excludes the shares held by employee share ownership plan (ESOP) trusts, which are treated 
as cancelled. 
	 The convertible bonds were not included in the calculation of diluted earnings per share for the year ended 31 December 2008 as they 
were anti-dilutive; however, the convertible bonds were dilutive for the purposes of calculating diluted adjusted earnings per share for the 
year ended 31 December 2008. 

16. Goodwill
									         2009	 2008
									         £’m	 £’m
Cost and net book amount
At 1 January						      	 1,994.2	 1,600.4
Additions during the year						      	 –	 25.9
Disposals during the year						      	 –	 (1.6)
Exchange differences	 	 	 	 	 	 	 (110.6)	 369.5
At 31 December						      	 1,883.6	 1,994.2

The following table shows the allocation of the carrying value of goodwill at the end of the reporting period by operating segment:

									         £’m	 £’m
Nordics							       827.3	 862.9
France							       597.8	 656.0
United Kingdom							       167.6	 167.6
Benelux							       28.3	 31.0
International							       262.6	 276.7
									         1,883.6	 1,994.2

During the current period Logica has consolidated the German business into the International segment (Note 5), which has resulted  
in reclassification of £137.9 million of goodwill relating to financial year ended 31 December 2008 from Germany to the International 
segment. Also, the Netherlands and Belgium businesses were consolidated into a newly created Benelux segment, which has resulted  
in a reclassification of £9.9 million of goodwill relating to financial year ended 31 December 2008 from the International to the Benelux 
segment. A reportable segment may contain more than one cash-generating unit (CGU).

Goodwill impairment testing
Goodwill acquired through business combinations has been allocated for impairment testing purposes to individual CGU. The Group 
conducts annual impairment tests on the carrying value of goodwill, based on the recoverable amount of the CGU to which goodwill has 
been allocated. CGUs represent the operations of a country or, where appropriate, divisions within a country. The size of a CGU, therefore, 
varies but is never larger than a reportable segment. 
	 An impairment test is a comparison of the carrying value of the assets of a business or CGU to their recoverable amount, where the 
recoverable amount is less than the carrying value, an impairment results. Although required to perform annual impairment tests, these  
do not have to take place at 31 December but the test should be consistently carried out at the same time annually. 
	 The Group carries out its annual impairment testing as at 30 September each year. Impairment testing is only reperformed if an 
impairment triggering event occurs in the intervening period. No such event has occurred since 30 September 2009. 
	 The recoverable amounts of CGUs are determined from value in use calculations. The determination of whether or not goodwill has 
been impaired requires an estimate to be made of the value in use of the cash-generating units to which goodwill has been allocated. 
	 The value in use calculation includes estimates about the future financial performance of the CGUs. In all cases the approved budget  
for the following financial year forms the basis for the cash flow projections for a CGU. The cash flow projections in the four financial years 
following the budget year reflect management’s expectations of the medium-term operating performance of the CGU and growth 
prospects in the CGU’s market.

Key assumptions
The key assumptions in the value in use calculations are the discount rate applied, the long-term operating margin and the long-term 
growth rate of net operating cash flows. In determining the key assumptions, management have taken into consideration the current 
economic climate, the resulting impact on expected growth and discount rates, and the pressure this places on impairment calculations.
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16. Goodwill
(continued)

Discount rate applied
The	discount	rate	applied	to	a	CGU	represents	a	pre-tax	rate	that	reflects	market	assessment	of	the	time	value	of	money	at	the	end	of	the	
reporting	period	and	the	risks	specific	to	the	CGU.	In	determining	the	discount	rate,	management	have	applied	an	adjustment	for	risk	of	such	
companies relative to all other sectors on average, determined using an average of the betas of comparable listed companies. The discount 
rates applied to the CGUs were in the range of 8.0% (2008: 8.1%) to 13.9% (2008: 15.2%). 
	 The	discount	rates	applied	to	the	most	significant	CGUs	were	as	follows:
         2009 2008
         % %
Nordics*	 	 	 	 	 	   8.4 8.8
France         11.1 11.3
United	Kingdom*	 	 	 	 	 	   10.2 10.9
*	Weighted	average	discount	rate	applied	to	CGUs	in	the	Nordics	and	the	United	Kingdom.

Long-term operating margin
The long-term operating margin assumed for a CGU’s operations is based on future market expectations and past performance. The 
long-term	operating	margin	refers	to	the	margin	on	adjusted	operating	profit	as	described	in	Note	8.	For	some	CGUs,	those	for	which	
management has strong reason to believe that past operating margins are not indicative of future operating margins, expected future 
improvements from sustainable operating cost savings are also included in management’s assessment of the long-term operating  
margin.	In	such	cases,	these	expected	improvements	exclude	activities	that	would	be	defined	as	restructuring	and	are	independent	 
of	technological	change	or	evolution	of	best	practices	that	the	Group	could	not	predict	or	influence.	The	long-term	operating	margins	
applied to CGUs were in the range of 5.0% (2008: 6.0%) to 10.0% (2008: 10.0%). 
	 The	long-term	operating	margins	assumed	for	the	most	significant	CGUs	were	as	follows:
         2009 2008
         % %
Nordics*	 	 	 	 	 	   9.0 10.0
France         9.0 10.0
United	Kingdom*	 	 	 	 	 	   9.0 10.0
*	Weighted	average	long-term	operating	margin	applied	to	CGUs	in	the	Nordics	and	the	United	Kingdom.

Long-term growth rates of net operating cash flows
Long-term	growth	rates	of	net	operating	cash	flows	are	assumed	equal	to	the	long-term	growth	rate	in	the	gross	domestic	product	 
of the country in which the CGUs’ operations are undertaken, and were in the range of 1.9% (2008: 1.9%) to 6.0% (2008: 5.1%). 
	 The	long-term	growth	rates	of	net	operating	cash	flows	assumed	for	the	most	significant	CGUs	were	as	follows:
         2009 2008
         % %
Nordics        2.4 2.5
France         2.0 3.0
United Kingdom        2.4 2.4

Summary of results
During the year, all goodwill was tested for impairment, with no impairment charge resulting (2008: £nil). 
 As part of the VIU testing the Directors consider the impact that a range of scenarios would have on the key assumptions within the  
VIU calculation. 
 The VIU calculation is most sensitive to a change in the long-term operating margin. The Directors are of the opinion that it would take  
a systemic change to the market for long-term operating margins to fall to the level where an impairment would be required. 
 The Directors consider that a reduction of 1% in the absolute value of long-term operating margins across all CGUs would be the limit of 
what	could	be	considered	to	be	reasonably	possible	on	the	basis	that	the	Group’s	cost	base	is	flexible	and	could	quickly	respond	to	market	
changes. The Group is spread across a range of sectors and geographies and has a large number of long-term contracts which help to 
insulate	it	from	more	significant	changes.	If	the	long-term	operating	margins	used	in	the	value	in	use	calculations	for	all	cash-generating	
units were 1% lower in absolute terms than management’s estimates, the Group would not have to recognise any goodwill impairment 
charge. If operating margins remain in perpetuity at current year levels the Group would recognise an impairment in two of its smaller 
CGU’s being its Czech Republic CGU of £4.8 million and its Brazil CGU of £5.3 million. The Directors do not believe it is reasonably possible 
for this to occur based on their view of current prospects.
 The Group bases its estimate for the long-term pre-tax discount rate on its weighted average cost of capital (WACC) using long-term 
market data and industry data to derive the appropriate inputs to the calculation. The Directors have assessed that a 1% change in the 
absolute discount rate is the maximum change that could be considered as reasonably possible because this represents a 10% to 20% 
reduction	in	the	assumption.	If	the	estimated	pre-tax	discount	rates	applied	to	the	discounted	cash	flows	of	all	cash-generating	units	were	
1% higher in absolute terms than management’s estimates, the Group would not have recognised any goodwill impairment charge. 
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16. Goodwill
(continued)

The Group uses a long-term growth rate that is the same as the long-term growth rate of gross domestic product (GDP) of the country  
in which the CGU is based. Given these are long-term rates the Directors consider a change of 1% in the absolute value of the long-term 
growth rate to be the limit of what is reasonably possible. If the absolute value of the long-term growth rates used in the VIU calculations 
for all cash-generating units were 1% lower than management’s estimates, the Group would not have recognised any goodwill  
impairment charge.
	 The Directors have considered combinations of a reduction in the long-term operating margins across all CGUs combined with  
a reasonably possible increase in the absolute discount rate and a reasonably possible decrease in the long-term growth rates and  
no impairment would occur in these scenarios.

17. Other intangible assets
					     Purchased	 Develop-		  Customer		
					     computer	 ment	 Brand	 contracts/	 Software	
					     software	 costs	 names	 relationships	 products	 Total
					     £’m	 £’m	 £’m	 £’m	 £’m	 £’m
Cost
At 1 January 2008			   36.6	 21.0	 107.8	 306.2	 34.7	 506.3
Additions			   8.3	 10.9	 –	 –	 –	 19.2
Acquisition of subsidiaries/businesses		  –	 –	 –	 3.1	 –	 3.1
Disposals			   (17.5)	 (0.1)	 –	 –	 –	 (17.6)
Exchange differences	 	 	 6.7	 5.6	 26.2	 72.4	 8.6	 119.5
At 1 January 2009			   34.1	 37.4	 134.0	 381.7	 43.3	 630.5
Additions			   11.5	 13.3	 –	 –	 –	 24.8
Transfer to assets classified as held for sale	 	 (6.2)	 (3.4)	 –	 –	 –	 (9.6)
Disposals of subsidiaries/businesses		  (0.5)	 (3.2)	 (1.7)	 (1.0)	 –	 (6.4)
Disposals			   (3.2)	 (0.7)	 –	 –	 –	 (3.9)
Exchange differences	 	 	 0.3	 (2.2)	 (8.0)	 (21.6)	 (2.4)	 (33.9)
At 31 December 2009			   36.0	 41.2	 124.3	 359.1	 40.9	 601.5

Accumulated amortisation
At 1 January 2008			   20.2	 3.7	 44.2	 66.9	 8.5	 143.5
Charge for the year			   9.0	 6.0	 35.4	 47.0	 6.3	 103.7
Disposals			   (17.5)	 (0.1)	 –	 –	 –	 (17.6)
Exchange differences	 	 	 2.0	 1.8	 15.9	 23.5	 3.3	 46.5
At 1 January 2009			   13.7	 11.4	 95.5	 137.4	 18.1	 276.1
Charge for the year			   6.9	 5.8	 31.3	 51.0	 6.2	 101.2
Transfer to assets classified as held for sale	 	 (0.3)	 (0.1)	 –	 –	 –	 (0.4)
Disposals of subsidiaries/businesses		  (0.2)	 –	 (1.0)	 (0.3)	 –	 (1.5)
Disposals			   (2.6)	 (0.3)	 –	 –	 –	 (2.9)
Exchange differences	 	 	 1.0	 (0.8)	 (5.4)	 (8.1)	 (1.1)	 (14.4)
At 31 December 2009			   18.5	 16.0	 120.4	 180.0	 23.2	 358.1

Net carrying amount
At 31 December 2009			   17.5	 25.2	 3.9	 179.1	 17.7	 243.4
At 31 December 2008 			   20.4	 26.0	 38.5	 244.3	 25.2	 354.4

Purchased computer software represented assets bought from third parties, whilst development costs represented internally generated 
intangible assets. Brand names, customer contracts/relationships and software products represented assets recognised as part of a 
business combination. 



Financial statements › Consolidated financial statements

98

18. Property, plant and equipment 
       Freehold Leasehold
       land and property and Equipment
       buildings improvements and plant Total
       £’m £’m £’m £’m
Cost
At 1 January 2008     23.2 57.7 215.5 296.4
Additions     1.0 12.4 33.7 47.1
Acquisition of subsidiary/businesses    – – 0.3 0.3
Disposals of subsidiaries/businesses    – – (1.0) (1.0)
Disposals     (0.1) (10.8) (39.4) (50.3)
Exchange	differences	 	 	 	 	 3.8	 5.5	 54.3	 63.6
At 1 January 2009     27.9 64.8 263.4 356.1
Additions     1.8 1.5 32.7 36.0
Disposals of subsidiaries/businesses    – (0.4) (2.2) (2.6)
Disposals     – (15.4) (43.3) (58.7)
Exchange	differences	 	 	 	 	 (1.3)	 (1.2)	 (15.4)	 (17.9)
At 31 December 2009          28.4  49.3  235.2  312.9

Accumulated depreciation
At 1 January 2008     4.0 30.1 130.2 164.3
Charge for the year     0.5 5.3 36.9 42.7
Disposals of subsidiaries/businesses    – – (0.6) (0.6)
Disposals     – (6.5) (39.4) (45.9)
Impairment     – 5.0 1.7 6.7
Exchange	differences	 	 	 	 	 1.3	 3.0	 35.6	 39.9
At 1 January 2009     5.8 36.9 164.4 207.1
Charge for the year     3.4 3.4 36.9 43.7
Disposals of subsidiaries/businesses    – (0.3) (1.7) (2.0)
Disposals     – (16.2) (40.2) (56.4)
Exchange	differences	 	 	 	 	 (0.5)	 (0.5)	 (11.3)	 (12.3)
At 31 December 2009     8.7  23.3  148.1  180.1

Net carrying amount
At 31 December 2009     19.7  26.0  87.1  132.8
At 31 December 2008     22.1 27.9 99.0 149.0

Equipment	and	plant	included	assets	held	under	finance	leases	with	a	net	book	value	of	£5.8	million	(2008:	£6.4	million).	Additions	to	
equipment	and	plant	during	the	year	amounting	to	£1.6	million	(2008:	£2.3	million)	were	financed	by	new	finance	leases.

19. Investments in associates

The carrying value of the Group’s investments in associates at 31 December is shown below:
         2009 2008
         £’m £’m
Associates       2.6 3.0

           2009
Investments in associates        £’m
At 1 January 2009        3.0
Disposals        –
Share	of	post-tax	profits	of	associates	 	 	 	 	 	 	 0.5
Dividends received        (0.7)
Exchange	differences	 	 	 	 	 	 	 	 (0.2)
At 31 December 2009        2.6
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19. Investments in associates
(continued)

Summarised information in respect of associates at 31 December is provided below on a 100% interest basis and, where relevant,  
after provisional fair value adjustments.
									         2009	 2008
									         £’m	 £’m
Assets							       19.5	 12.4
Liabilities							       (12.4)	 (4.5)
				  
Revenue							       31.7	 25.3
Net profit	 	 	 	 	 	 	 1.0	 0.9

20. Non-current financial assets
									         2009	 2008
									         £’m	 £’m
Insurance contracts held to fund defined benefit pension and life assurance arrangements (Note 38)	 	 12.2	 12.9
Other financial assets	 	 	 	 	 	 	 0.2	 0.9
									         12.4	 13.8

21. Inventories
									         2009	 2008
									         £’m	 £’m
Computer equipment not allocated to a customer contract					     0.5	 0.5
Materials used in document printing and finishing	 	 	 	 	 	 0.6	 0.2
									         1.1	 0.7

The Directors estimate that the carrying value of inventories approximated their fair value.

22. Trade and other receivables
									         2009	 2008
									         £’m	 £’m
Trade receivables							       625.0	 822.8
Less: provision for impairment							       (6.8)	 (8.0)
Trade receivables – net							       618.2	 814.8

Amounts recoverable on contracts							       335.6	 315.7
Prepayments and accrued income							       137.2	 162.6
Derivative financial instruments (Note 26)	 	 	 	 	 	 7.4	 34.8
Other receivables							       31.7	 37.8
									         1,130.1	 1,365.7

Amounts recoverable on contracts included amounts due for settlement after more than one year of £26.3 million at 31 December 2009
(2008: £29.7 million). 

Contracts accounted for under the percentage-of-completion method
									         2009	 2008
Contracts in progress at the end of the reporting period:					     £’m	 £’m
Contract costs incurred plus recognised profits less recognised losses to date	 	 	 	 5,361.4	 5,541.3
Less: progress billings							       (5,140.6)	 (5,356.6)
									         220.8	 184.7
Recognised as:

Amounts due from contract customers included in trade and other receivables				    335.6	 315.7
Amounts due to contract customers included in trade and other payables				    (114.8)	 (131.0)
									         220.8	 184.7
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22. Trade and other receivables 
(continued)

The Group’s credit risk on trade and other receivables is primarily attributable to trade receivables and amounts recoverable on contracts. 
The	Group	has	no	significant	concentrations	of	credit	risk	since	the	risk	is	spread	over	a	large	number	of	unrelated	counterparties.	The	
majority of trade receivables and amounts recoverable on contracts represent amounts due from government bodies and large corporate 
internationals, spread across the following geographies:
      2009 2008
        Amounts  Amounts
       Trade recoverable  Trade recoverable
       receivables on contracts receivables on contracts
       £’m £’m £’m  £’m
Nordics     163.8  25.1 195.3 26.9
France     197.5  80.9 288.4 80.6
United Kingdom     58.5  172.9 74.0 141.7
Benelux     92.0  29.6 141.1 35.4
International     106.4  27.1 116.0 31.1
       618.2  335.6 814.8 315.7

The	Directors	estimate	that	the	carrying	value	of	financial	assets	within	trade	and	other	receivables	approximated	their	fair	value.
 At 31 December 2009, trade receivables of £91.2 million (2008: £217.7 million) were past due but not impaired. These relate to a number 
of independent customers for whom there is no recent history of default. The amounts are still considered recoverable. The average age of 
these receivables was 80 days (2008: 64 days).
 Movements in the Group provision for impairment of trade receivables were as follows:
         2009 2008
         £’m £’m
At 1 January       8.0 6.1
Provision for receivables impairment      3.0 4.5
Disposals of subsidiaries/businesses      (0.1) (0.1)
Receivables	written	off	during	the	year	as	uncollectible	 	 	 	 	 (3.3) (2.4)
Unused amounts reversed       (0.3) (1.7)
Foreign exchange       (0.5) 1.6
At 31 December       6.8 8.0

In determining the recoverability of a trade receivable, the Group considers the ageing of each debtor and any change in the circumstances 
of the individual debtors. The Directors believe that there is no further provision required in excess of the allowance for doubtful debts. 
 The creation and release of provision for impaired receivables have been included in net operating costs in the statement of 
comprehensive income. 
	 Unwind	of	discount	is	included	in	finance	income	in	the	statement	of	comprehensive	income	(Note	11).	Amounts	charged	to	the	
provision	account	are	generally	written	off	when	there	is	no	expectation	of	recovering	additional	cash.
 At 31 December 2009, trade receivables of £7.1 million (2008: £8.5 million) were either partially or fully impaired. The ageing of these 
receivables was as follows: 
         2009 2008
         £’m £’m
Less than three months       0.1 0.6
Three to six months       0.2 1.3
Over six months       6.8 6.6
         7.1 8.5

The maximum exposure to credit risk at the reporting date is the fair value of each class of receivables mentioned above. The Group held 
no collateral as security.
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23. Trade and other payables
									         2009	 2008
									         £’m	 £’m
Trade payables							       182.1	 233.7
Payments received on account on contracts						      114.8	 131.0
Accruals							       246.1	 268.4
Social security and other taxes							       194.9	 256.2
Employee benefit liabilities	 	 	 	 	 	 	 181.6	 158.2
Derivative financial instruments	 	 	 	 	 	 	 7.4	 31.7
Other payables							       65.8	 117.4
									         992.7	 1,196.6

The Directors estimate that the carrying value of trade and other payables approximated their fair value.

24. Reconciliation of movements in net debt
						      At		  Other	 Other	 At 31
						      1 January		  non-cash	 Exchange	 December
	 	 	 	 	 	 2009	 Cash flows	 movements	 differences	 2009
						      £’m	 £’m	 £’m	 £’m	 £’m
Cash and cash equivalents				    126.9	 16.9	 –	 (4.5)	 139.3
Bank overdrafts				    (5.4)	 (24.2)	 –	 0.4	 (29.2)
						      121.5	 (7.3)	 –	 (4.1)	 110.1
Finance leases				    (7.5)	 3.1	 (1.6)	 (0.2)	 (6.2)
Bank loans				    (548.5)	 113.7	 (3.5)	 46.1	 (392.2)
Other loans				    (3.6)	 1.6	 –	 (0.3)	 (2.3)
Net debt				    (438.1)	 111.1	 (5.1)	 41.5	 (290.6)

Cash, cash equivalents and bank overdrafts at the end of the reporting period comprised:

									         2009	 2008
									         £’m	 £’m
Cash at bank and in hand							       60.5	 85.8
Short-term deposits							       78.8	 41.1
									         139.3	 126.9
Bank overdrafts							       (29.2)	 (5.4)
Cash, cash equivalents and bank overdrafts						      110.1	 121.5

The Group’s credit risk on cash, cash equivalents and bank overdrafts is limited because the counterparties are well-established banks 
with high credit ratings. Included in cash at bank and in hand were overdrafts that were part of cash pooling arrangements for which a 
legal right of off-set existed against positive cash balances that were of an equal or greater amount at the end of the reporting period.
	 The Directors estimate that the carrying value of cash and cash equivalents approximated their fair value.
	 The Group’s policy for cash investments requires that cash and deposits only be placed with counterparties that have a minimum A1/
P1 short-term rating and A- equivalent long-term credit rating. The reference to ratings must include at least one from either Standard & 
Poor’s or Moodys. Cash and deposits are limited to £25.0 million per bank where the bank has a minimum AA- rating and £10 million per 
bank where the bank is rated A or A-. No credit limits were exceeded during the reporting period and management does not expect any 
losses from non-performance by any of these counterparties.
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25. Borrowings
         2009 2008
         £’m £’m
Current
Bank overdrafts       29.2 5.4
Bank loans       215.0 –
Finance lease obligations       3.0 3.9
Other borrowings       0.7 1.4
         247.9 10.7

PRESENTED AS:

Other borrowings       247.9 10.7
         247.9 10.7

Non-current
Bank loans       177.2 548.5
Finance lease obligations       3.2 3.6
Other borrowings       1.6 2.2
         182.0 554.3

Bank loans
At 31 December 2009, the Group had the following unsecured principal bank facilities:

›  a €512.5 million syndicated multi-currency bank facility. The facility consists of a €205 million term loan maturing 26 November 2011 and 
a €307.5 million revolving credit facility maturing on 26 November 2013. The facility was increased by €12.5 million on 30 June 2009.  
At 31 December 2009, €205 million (£181.4 million) was drawn down under the facility (2008: £194.2 million) and paid interest at an 
average rate of 4.65% (2008: 6.74%). 

›  a €219.2 million (£194.0 million) (2008: €348 million (£337.9 million)) term loan maturing on 19 September 2010. The company repaid 
and cancelled €128.8 million (£114.0 million) of the term loan in December 2009. At 31 December 2009 and 31 December 2008, the 
term loan was drawn down in full and paid interest at an average rate of 2.70% (2008: 5.60%). 

›  a £100 million receivables facility was signed on 22 July 2009. The facility matures on 22 July 2011 and was undrawn at  
31 December 2009.

›  a €50 million forward starting bilateral term loan was signed on 31 July 2009. The term loan will be available from 19 September 2010 
for 30 months maturing 19 March 2013. 

›  a €25 million bilateral revolving credit facility was signed on 21 December 2009. The facility matures on 21 December 2013. The facility 
was undrawn at 31 December 2009.

The obligations of the borrowers under the €512.5 million facility and the €219.2 million bank loan are guaranteed by the principal UK and 
Dutch trading subsidiaries, Logica UK Limited and Logica Nederland B.V. 

Finance lease obligations
The	minimum	lease	payments	under	finance	leases,	and	their	present	value,	fell	due	as	follows:

      Minimum Present value of
      lease payments minimum lease payments
       2009 2008 2009 2008
       £’m £’m £’m £’m
Within one year     3.6 4.1 3.0 3.9
In	two	to	five	years	 	 	 	 	 3.5 5.2 3.2 3.6
       7.1 9.3 6.2 7.5
Future	finance	charges	 	 	 	 	 (0.9) (1.8)
Present value of lease obligations     6.2 7.5

The	Group’s	obligations	under	finance	leases	are	secured	by	the	lessor’s	title	to	the	leased	assets.

All borrowings
Bank	loans	and	overdrafts,	loan	notes	and	other	borrowings	bear	floating	rates	of	interest	based	on	LIBOR	or	foreign	equivalents	
appropriate	to	the	country	in	which	the	borrowing	is	incurred,	and	thus	expose	the	Group	to	cash	flow	interest	rate	risk.	The	finance	lease	
obligations	bear	fixed	rates	of	interest	and	therefore	expose	the	Group	to	fair	value	interest	rate	risk.
 All borrowings are denominated in the borrowing entity’s functional currency except for certain amounts drawn down under the 
revolving credit facility and term loans. Borrowings not denominated in the functional currency of the borrowing company are designated 
as hedges of net investments in foreign operations (see Note 26) and therefore only expose the Group to statement of comprehensive 
income	foreign	currency	risk	to	the	extent	that	the	hedge	is	ineffective.	
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25. Borrowings 
(continued)

The Directors have estimated the fair value of the Group’s borrowings as follows:
									         2009	 2008
									         £’m	 £’m
Bank overdrafts							       29.2	 5.4
Bank loans							       392.2	 548.5
Finance lease obligations							       6.0	 7.3
Other borrowings							       2.3	 3.6
									         429.7	 564.8

Fair value has been estimated by discounting the cash flows relating to borrowings at the market rate at the end of the reporting period or, 
for the quoted instruments, by reference to the prevailing market price and exchange rate at the end of the reporting period.

26. Financial instruments

Categories of financial instruments
						      2009
						      Assets at fair	 Derivatives
					     	 value through	 used for	 Loans and
						      profit and loss	 hedging	 receivables	 Total
Assets as per the statement of financial position			   £’m	 £’m	 £’m 	 £’m
Non-current other financial assets (Note 20)	 	 	 	 –	 –	 0.2	 0.2
Trade receivables (Note 22)					     –	 –	 618.2	 618.2
Cash and cash equivalents					     –	 –	 139.3	 139.3
Derivative financial instruments (held for trading) (Note 22)	 	 	 0.5	 –	 –	 0.5
Derivative financial instruments (Note 22)	 	 	 	 –	 6.9	 –	 6.9
							       0.5	 6.9	 757.7	 765.1

						      2008
								        Assets at fair
								        value through	 Loans and
	 	 	 	 	 	 	 	profit and loss	 receivables	 Total
Assets as per the statement of financial position					     £’m	 £’m 	 £’m
Non-current other financial assets (Note 20)	 	 	 	 	 –	 0.9	 0.9
Trade receivables (Note 22)						      –	 814.8	 814.8
Cash and cash equivalents						      –	 126.9	 126.9
Derivative financial instruments (held for trading) (Note 22)	 	 	 	 34.8	 –	 34.8
								        34.8	 942.6	 977.4

						      2009
						      Liabilities
						      at fair value	 Derivatives
						      through	 used for	 Amortised
						      profit and loss	 hedging	 cost	 Total
Liabilities as per the statement of financial position			   £’m	 £’m	 £’m 	 £’m
Trade payables (Note 23)					     –	 –	 182.1	 182.1
Accruals (Note 23)					     –	 –	 246.1	 246.1
Bank overdrafts (Note 25)					     –	 –	 29.2	 29.2
Bank loans (Note 25)					     –	 –	 392.2	 392.2
Finance lease obligations (Note 25)					     –	 –	 6.2	 6.2
Other borrowings (Note 25)					     –	 –	 2.3	 2.3
Derivative financial instruments (held for trading) (Note 23)	 	 	 7.2	 –	 –	 7.2
Derivative financial instruments (Note 23)	 	 	 	 –	 0.2	 –	 0.2
							       7.2	 0.2	 858.1	 865.5
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26. Financial instruments
(continued)

      2008
       Liabilities
       at fair
       value
       through Derivatives
	 	 	 	 	 	 	 profit	 used	for	 Amortised
       and loss hedging cost Total
Liabilities	as	per	the	statement	of	financial	position   £’m £’m £’m  £’m
Trade payables (Note 23)     – – 233.7 233.7
Accruals (Note 23)      –  – 268.4 268.4
Bank overdrafts (Note 25)      –  – 5.4 5.4
Bank loans (Note 25)      –  – 548.5 548.5
Finance lease obligations (Note 25)      –  – 7.5 7.5
Other borrowings (Note 25)      –  – 3.6 3.6
Derivative	financial	instruments	(held	for	trading)	(Note	23)	 	 	 16.0	 	–	 	–	 16.0
Derivative	financial	instruments	(Note	23)	 	 	 	 	–	 15.7	 	–	 15.7
       16.0 15.7 1,067.1 1,098.8

Financial risk management
The	multi-national	nature	of	the	Group’s	operations	and	their	financing	exposes	it	to	a	variety	of	financial	risks.	The	principal	risks	that	 
the Group is exposed to are capital risk, foreign currency exchange rate risk, interest rate risk and liquidity risk. The Group’s policies with 
respect to managing those risks in both the current and prior year are set out below. The Group does not undertake any trading or 
speculative	activity	in	financial	instruments.	
 The Group’s treasury function provides a centralised service to the Group for funding and foreign exchange management. The Group’s 
treasury function operates within policies and procedures that are formally approved by the Board, which include strict controls on the use 
of	financial	instruments	in	managing	the	Group’s	risks.	The	policies	provide	written	principles	on	net	debt	management,	currency	mix	of	
debt, central funding liquidity, interest rate risk, foreign currency risk, bonds and guarantees, and cash investment and counterparty limits. 
Compliance with key policies and exposure limits is reviewed by the internal auditors on a regular basis.

Capital risk management
The Group’s policy on capital structure is to keep the ratio of net debt to earnings before interest, tax, depreciation and amortisation below 
a target level reviewed by the Board. The target is comfortably below the covenants contained within the Group’s banking facilities.

Foreign exchange risk
The Group has operations in many countries worldwide, exposing the Group to foreign exchange risk on the translation of the statement of 
comprehensive	income	and	statement	of	financial	position	of	foreign	operations	into	pounds	sterling.	Operations	are	also	subject	to	foreign	
exchange risk from committed transactions denominated in currencies other than their functional currency and, once recognised, the 
revaluation of foreign currency denominated assets and liabilities.
	 The	translation	of	the	statement	of	financial	positions	of	overseas	operations	has	been	partially	hedged	by	managing	the	currency	mix	
of	the	Group’s	borrowings.	The	Group	used	euro	and	Swedish	krona	borrowings	to	hedge	the	statement	of	financial	position	translation	of	
operations with the euro and Swedish krona as their functional currency. The Group does not hedge the foreign exchange risk relating to 
the translation of the statement of comprehensive incomes of overseas operations.
 To mitigate foreign exchange risk arising from transactions denominated in currencies other than an entity’s functional currency, assets 
and liabilities not denominated in the functional currencies are hedged economically by means of forward contracts. The Group has not 
applied hedge accounting to these contracts. The Group treasury’s risk management policy requires all companies in the Group to hedge 
their material assets and liability exposures in full by using forward contracts. Additionally, where material, the Group hedges its contracted 
future	project	cash	flows	in	foreign	currencies	by	using	forward	contracts.	Group	treasury	is	the	only	entity	in	the	Group	allowed	to	transact	
external foreign exchange contracts with banks. To ensure compliance with the above policy, subsidiaries will use Group treasury as an 
internal bank, hedging their material foreign exchange exposures on an inter-company basis. These exposures are then aggregated and 
netted in Group treasury and the overall position hedged externally. 
	 The	foreign	exchange	exposures	for	the	most	significant	foreign	currencies	reported	to	Group	treasury	and	the	related	hedging	of	those	
exposures against UK pounds sterling at 31 December were as follows:
      2009
        €’m  US$’m SEK’m
Reported exposure      (229.4)  34.6  2,506.5
Forward contracts      229.4  (34.6)  (2,506.5)

      2008
        €’m  US$’m SEK’m
Reported exposure      (207.5) 49.9 137.1
Forward contracts      207.5 (49.9) (137.1)
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26. Financial instruments 
(continued)

Positive amounts represented an asset or a forward purchase, whereas negative amounts represented a liability or forward sale.
	 At 31 December 2009, if the euro, US dollar and Swedish krona had strengthened by 10% against pounds sterling with all other 
variables held constant, post-tax profit and equity for the year would have been (lower)/higher as follows:

 						      2009	 2008
							       Profit	  	 Profit	
							       and loss	 Equity	 and loss	 Equity
Project forward contracts					     £’m	 £’m	 £’m 	 £’m
Euro						      (2.3)	 (25.6)	 (1.4)	 (33.0)
US dollar					     (0.2)	 –	 (0.1)	 –
Swedish krona				    	 –	 (19.9)	 0.4	 (31.8)

If these currencies had weakened by 10%, the opposite would be true.
	 The movement in post-tax profit is as a result of foreign exchange gains/losses on translation of US dollar, euro and Swedish krona 
denominated derivatives used to hedge contracted project future cash flows.
	 The movement on equity is mainly as a result of foreign exchange losses/gains on translation of borrowings and derivatives designated 
as net investment hedges.
	 The above impact on equity of movements in exchange rates does not include the change in value of underlying investments 
denominated in foreign currency which are being hedged.

Interest rate risk
The Group’s policy is to fund its operations through a mixture of retained earnings, equity and debt. Careful consideration is given to the 
appropriate split of debt and equity to ensure acceptable levels of liquidity and interest rate risk. Interest rate risk is then further managed 
by hedging a portion of the Group’s floating rate borrowings at fixed rates of interest. At 31 December 2009, the Group had £96.9 million 
(2008: £80.0 million) of fixed rate borrowings out of total borrowings of £429.9 million (2008: £565.0 million).
	 If interest rates on floating rate euro, Swedish krona and pounds sterling denominated borrowings had been 50 basis points higher 
during the year ended 31 December 2009 and 2008, with all other variables held constant, post-tax profit would have been lower as a 
result of higher interest expense on those borrowings, as follows:
									         2009	 2008
Borrowings							       £’m	 £’m
Euro								        2.3	 1.7
Swedish krona							        –	 0.4
Pounds sterling							       0.2	 0.1

Liquidity risk
The Group’s policy is to maintain sufficient headroom to meet its foreseeable financing requirements. Substantial committed facilities  
are maintained with a syndicate of leading international banks. At 31 December 2009, the Group had available committed bank facilities  
of £789.6 million (2008: £848.3 million) of which £395.3 million (2008: £532.0 million) had been drawn down, giving a headroom of  
£394.3 million (2008: £316.3 million). The highest amount drawn down on these facilities during 2009 was £477.7 million  
(2008: £759.1 million). 
	 The table below analyses the Group’s financial liabilities and net-settled derivative financial instruments into relevant maturity groupings 
based on the remaining period at the statement of financial position to the contractual maturity date. The amounts disclosed in the table 
are the contractual undiscounted cash flows and include both interest and principal cash flows. The adjustment column represents the 
possible future cash flows attributable to the instrument included in the maturity analysis which are not included in the carrying amount  
of the financial liability in the statement of financial position. Except for bank loans and finance lease obligations, balances due within year 
equal their carrying balances as the impact of discounting is not significant.

						      2009
					     On demand	 Between 	 Between
					     or within	 one and	 two and	 Over five
					     one year	 two years	 five years	 years	 Adjustment	 Total
					     £’m	 £’m	 £’m 	 £’m	 £’m	 £’m 	
Bank overdrafts			   (29.2)	 –	 –	 –	 –	 (29.2)
Bank loans			   (222.2)	 (184.7)	 2.9	 –	 11.8	 (392.2)
Finance lease obligations			   (3.6)	 (1.0)	 (2.5)	 –	 0.9	 (6.2)
Other borrowings			   (0.7)	 (0.7)	 (0.9)	 –	 –	 (2.3)
					     (255.7)	 (186.4)	 (0.5)	 –	 12.7	 (429.9)
Trade and other payables excluding derivative  
	 financial instruments	 	 	 (985.3)	 –	 –	 –	 –	 (985.3)
					     (1,241.0)	 (186.4)	 (0.5)	 –	 12.7	 (1,415.2)
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26. Financial instruments 
(continued)
      2008
     On demand Between  Between
     or within	 one	and	 two	and	 Over	five
     one year	 two	years	 five	years	 years	 Adjustment	 Total
     £’m £’m £’m  £’m £’m £’m
Bank overdrafts   (5.4)  –  –  –  – (5.4)
Bank loans   (28.1) (382.7) (198.5)  – 60.8 (548.5)
Finance lease obligations   (4.1) (4.2) (1.0)  – 1.8 (7.5)
Other borrowings   (1.9) (0.5) (1.2)  –  – (3.6)
     (39.5) (387.4) (200.7)  – 62.6 (565.0)
Trade and other payables excluding derivative  
	 financial	instruments	 	 	 (1,164.9)	 	–	 	–	 	–	 	–	 (1,164.9)
Net	derivative	financial	instruments	 	 	 3.1	 	–	 	–	 	–	 	–	 3.1
     (1,201.3) (387.4) (200.7)  – 62.6 (1,726.8)

Financial instrument’s fair value measurement
Effective	1	January	2009,	the	Group	adopted	the	amendment	to	the	IFRS	7	for	financial	instruments	that	are	measured	at	fair	value.	 
It requires disclosure of fair value measurement by level of the following fair value measurement hierarchy:

›  Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).
›  Input other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is, as price) or 

indirectly (that is, derived from prices) (level 2).
›  Inputs from the assets or liability that are not based on observable market data (that is, unobservable inputs) (level 3). 

As	at	the	end	of	the	reporting	period,	the	Group	had	only	Level	2	financial	instruments	that	are	measured	at	fair	value.	
	 The	following	table	shows	the	value	and	type	of	derivative	financial	instruments	that	are	measured	at	fair	value	at	31	December	2009.	
These	are	recognised	as	separate	assets	and	liabilities	in	the	statement	of	financial	position	in	trade	and	other	receivables	and	trade	and	
other payables at 31 December 2009:
         2009 2008
         £’m £’m
Assets:

Financial	assets	at	fair	value	through	profit	or	loss
– Forward foreign exchange contracts held for trading     0.5 34.8
Forward foreign exchange contracts used for hedging     6.9 –
Total assets              7.4 34.8

Liabilities:

Financial	liabilities	at	fair	value	through	profit	or	loss
– Forward foreign exchange contracts held for trading     7.2 3.2
– Forward interest rate agreements held for trading       – 0.5
Forward foreign exchange contracts used for hedging      – 28.0
Interest	rate	swaps	–	designated	as	cash	flow	hedges	 	 	 	 	 0.2 –
Total liabilities              7.4 31.7

Valuation	techniques	used	to	value	financial	instruments	include:

›  The fair value of interest rate swaps is determined from dealer quotes of the instruments.
›  The fair value of forward foreign exchange contracts is determined using forward exchange rates at the end of the reporting period.

The principal currencies of forward foreign exchange contracts outstanding at 31 December 2009 were the euro, Swedish krona and  
the US dollar. The notional amounts outstanding at that date were €229.3 million (net buying) (2008: €190.8 million (net buying)),  
SEK 2,532.8 million (net selling) (2008: SEK 2,709.2 million (net selling)) and $32.9 million (selling) (2008: $47.5 million (selling)).

Hedges of net investments in foreign operations
On 1 January 2009, the Group had euro and Swedish krona borrowings which it has designated as a hedge of the net investment  
in its subsidiaries in eurozone countries and Sweden. The designated borrowings comprised the SEK 2,300 million forward contracts,  
€110 million drawn down under the Group’s €219.2 million term loan facility and €179 million of forward contracts. The fair value of the 
designated euro borrowings/forward contracts at 31 December 2009 was a liability of £95.3 million (2008: £200.9 million) and that of  
the Swedish krona forward contracts was an asset of £5.0 million (2008: liability of £19.7 million).
 The foreign exchange gain of £40.8 million relating to these borrowings in the year ended 31 December 2009 (2008: £111.0 million 
loss)	has	been	recognised	directly	in	the	translation	reserve.	There	was	no	hedging	ineffectiveness	recognised	in	the	statement	of	
comprehensive	income	in	the	year	ended	31	December	2009	(2008:	£nil).	The	foreign	exchange	gain	was	offset	by	the	decline	in	value	 
in pounds sterling terms, of the Group’s net assets in eurozone countries and Sweden.
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27. Provisions
							       Vacant
							       properties	 Restructuring	 Other	 Total
							       £’m	 £’m	 £’m	 £’m
At 1 January 2009					     43.9	 24.3	 15.3	 83.5
Charged in the year					     19.1	 71.6	 12.1	 102.8
Utilised in the year					     (17.6)	 (49.0)	 (6.1)	 (72.7)
Unused amounts reversed 					      –	 (0.1)	  –	 (0.1)
Unwinding of discount					     2.0	  –	  –	 2.0
Exchange differences	 	 	 	 	 (0.6)	 (1.1)	 (0.2)	 (1.9)
At 31 December 2009					     46.8	 45.7	 21.1	 113.6

Analysed as:				  

Current liabilities 								        68.3
Non-current liabilities								        45.3
										          113.6

Vacant properties
At 31 December 2009, provisions for vacant properties represented residual lease commitments, together with associated outgoings, for 
the remaining period on certain property leases, after taking into account sub-tenant arrangements. The property costs provided for are 
mainly related to properties located in the United Kingdom. At 31 December 2009, non-current vacant property provisions amounted to 
£30.8 million (2008: £31.7 million) of which £22.9 million (2008: £29.5 million) was payable within five years and the balance thereafter.

Restructuring
At 31 December 2009, the restructuring provision mainly related to the restructuring of the businesses following the outcome of the 
Group’s business review announced 22 April 2008. The restructuring programme comprised property rationalisation, a reduction in 
headcount and other measures to reduce the cost base. Where appropriate, provisions arising from the property rationalisation are 
categorised as vacant property. At 31 December 2009, £42.9 million of the restructuring provision was payable within one year, with the 
remaining balance payable between two and five years.

Other
At 31 December 2009, the other provisions related to the value of legal claims and business disposal provisions. At 31 December 2009, 
£9.4 million of the other provision was payable within one year, with the remaining balance payable between two and five years.

28. Deferred tax
				    Property
				    plant and	 Intangible	 Retirement
	 	 	 	 equipment	 assets	 benefits	 Tax losses	 Goodwill	 Other	 Total
				    £’m	 £’m	 £’m	 £’m	 £’m	 £’m	 £’m
At 1 January 2008		  3.2	 (77.4)	 4.8	 22.0	 (11.1)	 (13.2)	 (71.7)
Credit/(charge) to profit or loss  
	 for the year		  3.9	 27.9	 (3.6)	 (11.3)	 8.3	 7.8	 33.0
Charge to equity		   –	  –	 (7.2)	  –	  –	  –	 (7.2)
Acquisition of subsidiary		   –	  –	  –	  –	  –	 (0.5)	 (0.5)
Disposal of subsidiaries		   –	  –	  –	  –	  –	 1.7	 1.7
Exchange differences	 	 1.1	 (23.3)	 1.3	 6.3	 (1.8)	 0.9	 (15.5)
At 1 January 2009		  8.2	 (72.8)	 (4.7)	 17.0	 (4.6)	 (3.3)	 (60.2)
(Charge)/credit to profit or loss  
	 for the year		  (1.1)	 17.8	 (1.9)	 10.2	 5.0	 8.7	 38.7
Credit to equity		   –	  –	 15.8	  –	  –	  –	 15.8
Disposal of subsidiaries		   –	 0.3	  –	  –	  –	  –	 0.3
Exchange differences	 	 0.1	 4.7	 0.2	 0.8	 (0.4)	 (0.5)	 4.9
At 31 December 2009		  7.2	 (50.0)	 9.4	 28.0	 0.0	 4.9	 (0.5)
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28. Deferred tax 
(continued)

Deferred	tax	assets	and	liabilities	are	offset	where	there	is	a	legally	enforceable	right	of	offset	and	the	Group	intends	to	settle	the	balances	
on	a	net	basis.	An	analysis	of	the	deferred	tax	balances	for	financial	reporting	purposes	is	shown	in	the	table	below:

         2009 2008
         £’m £’m
Deferred tax assets        74.8 59.1
Deferred tax liabilities        (75.3) (119.3)
          (0.5) (60.2)

At	31	December	2009,	the	Group	had	unused	tax	losses	of	£244.3	million	(2008:	£318.8	million)	available	for	offset	against	future	taxable	
profits	for	which	no	deferred	tax	asset	had	been	recognised.	At	31	December	2009,	£77.1	million	(2008:	£112.9	million)	of	the	unused	
losses are subject to time expiry rules and will expire in full on or before 31 December 2019 (2008: 31 December 2022).
 No deferred tax liability was recognised in respect of the unremitted earnings of overseas subsidiaries, joint ventures and associates as  
the	Group	is	in	a	position	to	control	the	timing	of	the	reversal	of	the	temporary	differences	and	it	is	probable	that	such	differences	will	not	
reverse in the foreseeable future. The Group has estimated that tax of £7.9 million (2008: £43.5 million) would arise in respect of remitting 
all earnings of overseas subsidiaries to the United Kingdom to the extent legally possible.

29. Share capital
         2009 2008
Authorised       £’m £’m
2,250,000,000 (2008: 2,250,000,000) ordinary shares of 10 pence each    225.0 225.0

      2009 2008
Allotted, called-up and fully paid     Number  £’m Number £’m
At 1 January    1,598,359,521  159.8 1,457,646,079 145.8
Allotted under share plans    2,256,285  0.2 5,713,442 0.5
Shares issued    –  – 135,000,000 13.5
At 31 December    1,600,615,806  160.0 1,598,359,521 159.8

The Company has one class of authorised and issued share capital, comprising ordinary shares of 10p each. Subject to the Company’s 
Articles of Association and applicable law, the Company’s ordinary shares confer on the holder: the right to receive notice of and vote at 
general meetings of the Company; the right to receive any surplus assets on a winding-up of the Company; and an entitlement to receive 
any dividend declared on ordinary shares. 

30. Share premium
         2009 2008
         £’m £’m
At 1 January        1,101.5 1,098.9
Premium on shares allotted under share plans       – 2.6
Stamp duty refund        5.6 –
At 31 December        1,107.1 1,101.5

During the year ended 31 December 2009, the share premium account was increased by £5.6 million due to the refund of stamp duty 
related to the issuance of ordinary shares to acquire a 95.33% equity interest in WM-data in 2006.

31. Other reserves
       Capital   
     Treasury Translation redemption Merger  
     shares reserve reserve reserve Other Total
     £’m £’m £’m £’m £’m £’m
At 1 January 2008   (35.1) 93.9 8.4 619.0 2.3 688.5
Shares issued    –  –  – 75.9  – 75.9
Other     –  –  – 1.7  – 1.7
Exchange	differences	 	 	 	–	 368.6	 	–	 	–	 (5.3)	 363.3
At 1 January 2009   (35.1) 462.5 8.4 696.6 (3.0) 1,129.4
Transfer of realised reserve    –  –  – (75.9)  – (75.9)
Exchange	differences	 	 	 	–	 (93.8)	 	–	 	–	 1.5	 (92.3)
At 31 December 2009   (35.1)  368.7  8.4  620.7  (1.5)  961.2
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31. Other reserves
(continued)

Treasury shares
The Group holds shares in the Logica ESOP Trust for the benefit of Logica employees. The Trust purchases the Company’s shares in the 
market for use in connection with the Group’s employee share plans. As at the year end, the Treasury Shares reserve related solely to 
shares purchased and disposed of by the Trust, and would be deducted in determining the amount the Company had available for 
distribution at that date.
	 At 31 December 2009, the Trust owned 12,930,222 ordinary shares (2008: 13,659,965) with a nominal value of £1.3 million  
(2008: £1.4 million). The trustees of the Logica ESOP Trust have agreed to waive the right to future dividends on ordinary shares held  
by the Trust except for a nominal amount. At 31 December 2009 and 2008, the nominal amount payable to the Trust was 0.001 pence  
per share. 

Translation reserve
The translation reserve represented the accumulated exchange differences arising from the following sources:

›	� the impact of the translation of the statement of comprehensive income and net assets of subsidiaries with a functional currency other 
than pounds sterling; 

›	 exchange differences recycled on disposal of foreign operations;
›	 �exchange differences arising on the translation of net investments in a foreign operation where any subsidiary of the Group may have  

a receivable from or a payable to a foreign operation and settlement is neither planned nor likely; and
›	 �exchange differences arising on hedging instruments that are designated hedges of a net investment in foreign operations, net of tax 

where applicable.

Capital redemption reserve
The capital redemption reserve is a non-distributable reserve and contained the nominal value of the shares re-purchased and cancelled.

Merger reserve
The merger reserve represented the excess of the fair value over the nominal value of shares issued by the Company to acquire at least 
90% equity interest in an acquiree company. A purchaser company acquiring at least 90% equity interest in an acquiree company under 
an arrangement, which provides for the allotment of equity shares by the purchaser in return for the equity interest in the acquiree must 
apply Section 131 of the Act. When applicable, the section required that the premium on the issue of equity shares by the purchaser 
company be disregarded. Accordingly, the Company did not record a premium on the share it issued but recognised a merger reserve in 
the consolidated statement of financial position. During 2008 the Group issued 135 million shares which led to an increase in the merger 
reserve of £75.9 million. This was net of expense of £1.0 million. During the year 2009, merger reserve of £75.9 million was realised on 
redemption of preference shares by Logica (Jersey) 2008 Limited, a group company, and hence transferred to retained earnings. 

32. Non-controlling interests
									         2009	 2008
									         £’m	 £’m
At 1 January						      	 13.4	 28.3
Share of net profit for the year	 	 	 	 	 	 	 –	 0.2
Acquisitions and buy-out of non-controlling interests				    	 (12.0)	 (21.3)
Dividends paid to non-controlling interests					     	 –	 3.1
Disposals of subsidiaries						      	 (0.2)	 –
Exchange differences	 	 	 	 	 	 	 (1.1)	 3.1
At 31 December						      	 0.1	 13.4

Acquisitions and buy-out of non-controlling interests represents the remaining 4.67% of WM Data, purchased on 10 March 2009 (Note 36). 
Disposal of subsidiaries represents the disposal of the Group’s 91% interest in Integrata AG, a German training business, which completed 
on 27 January 2009 (Note 35).
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33. Reconciliation of operating profit to cash generated from operations 
         2009 2008
         £’m £’m
Operating profit from operations        66.3 86.4

ADJUSTMENTS FOR:

Share-based payment expense        9.5 10.8
Depreciation of property, plant and equipment       43.7 42.7
Loss on disposal of non-current assets       0.3 1.9
Loss on sale of subsidiaries and held-for-sale businesses      16.7 –
Amortisation of intangible assets        101.2 103.7
Impairment of property, plant and equipment included in restructuring costs     – 6.7
Non-cash	element	of	expense	for	defined	benefit	plans	 	 	 	   (8.2) (3.9)
          163.2 161.9

Net movements in provisions        25.4 54.1

MOVEMENTS IN WORKING CAPITAL:

Financial assets        0.9 –
Inventories        (0.3) 0.9
Trade and other receivables        143.5 (46.4)
Trade and other payables        (118.8) 97.6
          25.3 52.1

Cash generated from operations        280.2 354.5
ADD BACK:	Cash	outflow	related	to	restructuring	and	integration	activities	 	 	   67.4 41.8
ADD BACK:	Cash	outflow	related	to	business	held	for	disposal	 	 	 	   5.9 –
Net cash inflow from trading operations       353.5 396.3

34. Assets classified as held-for-sale

The	assets	classified	as	held	for	sale	relate	to	intangible	assets	held	by	the	Group’s	payroll	processing	division	in	the	Netherlands.	Following	
a decision by the Board of Directors, the Group has decided to sell the business. The sale of the business is expected to be completed 
during	the	first	half	of	2010.	

35. Disposals

The Group completed the sale of certain non-core businesses during the year. The aggregate net assets of these businesses, which are  
not	individually	significant,	at	their	date	of	disposal	are	analysed	below:
          £’m  
Intangible assets        4.9
Property, plant and equipment         0.6
Trade and other receivables         4.2
Cash and cash equivalents         3.2
Trade and other payables         (3.4)
Retirement	benefit	obligations	 	 	 	 	 	 	   (0.3)
Other non-current liabilities         (1.7)  
Net assets disposed of         7.5

Total consideration         (5.7)
Disposal costs         1.7  
Loss on disposal         3.5

Cash consideration received         5.7
Cash and cash equivalents disposed of        (3.2)  
Net cash inflow arising on disposal        2.5

The disposals do not match the criteria of IFRS 5 ‘Non-current assets held-for-sale and discontinued operations’ as none of the disposals 
represents a separate major line of business or geographical area of operations and hence were not treated as a discontinued operation.
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36. Acquisitions

During February and March 2009 the Group made payments to acquire the non-controlling interest in Logica Aktiebolag, a Group 
company, and redeem the remaining shares in and convertibles issued by the Swedish subsidiary, which was part of the WM-data Group 
acquisition in 2006. A total of £48.6 million was paid. This included £0.8 million to redeem convertible debentures. The non-controlling 
interest was held at £12.0 million at the date of acquisition. Under IFRS 3 R which the Group has early adopted from 1 January 2009, the 
£36.2 million (excluding a foreign exchange gain of £0.4 million included in translation reserves) is recorded as a movement in equity.

37. Share-based payment

Equity-settled share-based payment arrangements 
The Group operates the following equity-settled share-based payment arrangements: the Restricted Stock Award (RSA), the Restricted 
Share Plan (RSP), the Logica Partners Incentive Plan (PIP), the Logica Performance Multiplier Plan (PMP), the Long Term Incentive Plan 
(LTIP), the Sharesave Plans (International and UK approved), the Executive Equity Participation Plan 2006 (ExEPP 2006), the Employee 
Equity Partnership Plan (EmEPP) and the Executive Share Option Plan 2006 (ESOP 2006) and two further plans, the Executive Share Option 
Scheme (ESOS) and the Executive Equity Partnership Plan (ExEPP). Under the latter two plans, no further grants will be made as their ten-year 
award cycle has come to an end, but under which executives still have current awards. A summary of the main terms of the arrangements is 
given below, with particular reference to the terms of those grants for which a share-based payment expense has been recognised.

Restricted Stock Award
On commencement of employment, in compensation for forfeited incentives, Andy Green received a restricted share award of 2,110,967 
ordinary shares to vest over a period of four consecutive years from commencement of employment. The number of shares that vest at 
each tranche will be increased by reference to dividends paid on shares between the grant date and the vesting date. The shares are 
released in tranches at the end of March in each of the four years and vest immediately provided he is still employed by the Group on  
the vesting date. The first tranche was granted in February 2008 and vested in March 2008.

Restricted Share Plan
The Board has approved the adoption of a Restricted Share Plan to be used to reward executives below Board level, for new hires and for 
retention purposes. Historically Logica has made one-off awards (for recruitment and/or retention) on a bespoke basis without having an 
underlying framework set of rules to support them. The RSP will be used in connection with the recruitment of senior employees where it is 
sometimes necessary to compensate for the value of share-based awards forfeited on cessation of employment with previous employers 
and/or to offer a joining grant or to support the retention of critical employees (with awards being satisfied by market purchase shares).  
No awards have been made during 2009.

Partners Incentive Plan
The PIP is a discretionary benefit offered by the Group for the benefit of its senior employees. This plan is ultimately expected to replace 
the LTIP. The value of the award is based on an ‘annual pool’ determined by the reference to profit performance. Selected employees 
(‘Partners’) are awarded point allocations in connection with a ‘pool year’, these points are then converted into conditional awards of 
deferred ‘free’ shares following the determination of the annual pool. The annual pool is determined by the level of profit before tax 
achieved. The conditional awards will vest three years from grant subject to continued employment but are not subject to performance 
conditions. Although this plan was not formally approved until February 2009 it was communicated to those likely to participate in the 
scheme in September 2008 and the first ‘pool year’ was communicated as the year ended 31 December 2008. As a result there is a 
share-based payment expense in respect of this plan in 2008 despite the fact that no awards were granted until 2009. For all subsequent 
years there will be a full year’s share-based payment expense for the year prior to grant with the awards vesting 4.25 years from 
commencement of the service condition and ‘pool year’, or three years from the actual grant. 

Performance Multiplier Plan
The PMP is also a discretionary benefit offered by the Group to its most senior employees. The PMP has the potential to reward the most 
senior employees with an additional award of up to twice the number of deferred shares awarded under the PIP. PMP awards will ordinarily 
vest at the same time as the deferred share awards granted under the PIP (i.e. three years from grant/4.25 years from commencement  
of service condition and the ‘pool year’) subject to continued employment and to the extent that the performance conditions attached to 
the awards have been achieved. The PMP is conditional on a measure of EPS performance. Although this plan was not formally approved 
until February 2009 it was communicated to those likely to participate in the scheme in September 2008 and the first ‘pool year’ was 
communicated as the year ended 31 December 2008. As a result there is a share-based payment expense in respect of this plan in 2008 
despite the fact that no awards were granted until 2009. For all subsequent years there will be a full year’s share-based payment expense 
for the year prior to grant with the awards vesting 4.25 years from commencement of the service condition and ‘pool year’, or three years 
from the actual grant. 

Long Term Incentive Plan
The LTIP is a discretionary benefit offered by the Group for the benefit of its senior employees, as well as to staff with high potential or to 
recognise significant achievements. An award under the LTIP may be granted as a conditional allocation, a nil (or nominal) cost option with 
a short exercise window or as forfeitable shares. Cash-based awards of an equivalent value to share-based awards may also be granted or 
cash-based payments may be used to satisfy an award originally made in shares (either in whole or part), although the Remuneration Committee 
does not currently intend to do so. The maximum market value of ordinary shares in the Company subject to LTIP awards granted to any 
employee in any financial year will not exceed 200% of that employee’s base salary. The intention initially is not to exceed 150% of salary.
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37. Share-based payment
(continued)

The performance condition attached to one half of an award will require annual earnings per share growth to exceed the growth in the 
Retail	Price	Index	by	between	3%	and	7%	per	annum	over	three	financial	years	for	between	30%	and	100%	of	this	half	of	the	award	to	
vest (i.e. between 15% and 50% of the total award). The performance condition attached to the other half of an award will measure the 
Total Shareholder Return performance (TSR) of Logica over a single three-year performance period against a number of other companies. 
30% of this half of the award will vest if the Company is ranked in the median at the end of the performance period, with 100% of this half 
of the award vesting if Logica is at or above the upper quartile. The Remuneration Committee intends to review the performance 
conditions	each	year	to	ensure	that	they	remain	suitable	and	reflect	the	ongoing	market.

Sharesave Plans
The Group operates UK and International savings-related share option plans under which employees enter into a savings contract with a 
financial	institution	to	pay	a	fixed	monthly	sum	for	a	three-year	period.	The	price	at	which	share	options	are	granted	is	the	mid-market	price	
of a Logica share on the business day prior to the invitation to apply to join the plan to which a discount of 20% has been applied. The 
aggregate exercise price payable is equal to the expected proceeds on maturity of the savings contract. Share options may be exercised 
six months following the vesting date. There are no performance conditions attached to Sharesave Plans.
 On 3 April 2008 573,218 SAyE contracts granted in 2006 and 2007 were cancelled and replaced with an equivalent number of options 
with	a	grant	date	of	3	April	2008.	Under	IFRS	2,	the	incremental	increase	in	fair	values	as	a	result	of	a	modification,	is	expensed	from	the	
point	of	modification	to	vesting	date.	The	modification	of	the	grants	for	2006	and	2007	has	led	to	an	incremental	increase	in	fair	values	 
of £0.2 million measured using the Black-Scholes option pricing model.

Equity Participation/Partnership Plans
The Group operates an equity participation plan for senior executives, the ExEPP 2006, and in certain countries an equity partnership  
plan open to all employees (the EmEPP). The terms of both plans are similar. Under the equity participation/partnership plans, employees 
make	an	investment	in	the	Company’s	shares,	subject	to	financial	limits,	which	must	be	maintained	over	a	three-year	vesting	period.	 
Shares will vest under the Executive Equity Partnership and Participation Employee Equity Partnership plans for all grants prior to 2008  
if a performance condition is met and the participant is still employed at the vesting date. 
 Under the ExEPP 2006, senior executives, in any one year, may invest in shares up to a maximum of 50% of net bonus paid. These 
lodged shares will be matched on a 1:1 (gross basis) (the Matching Award). Matching Award shares will be released as soon as practicable 
after the third anniversary of the award, subject to the stretching performance conditions having been met. The performance conditions in 
respect of the ExEPP 2006 have the same criteria as the Company’s LTIP performance conditions described above. 
 Awards made since 2008 under the Employee Equity Partnership Plan do not carry a performance condition. Awards of a matching 
number of shares are made at nil cost to employees and are exercisable for up to seven years after the vesting date, after which the award 
will lapse. 
 Although no further awards will be made under the ExEPP there remain outstanding awards which have yet to be exercised. This plan 
was	operated	for	senior	executives	as	an	equity-based	investment	plan	subject	to	financial	limits	and	the	investment	being	maintained	
over a three-year vesting period. Vesting will occur for those executives employed at the vesting date subject to a performance condition 
based on growth in the Group’s earnings per share exceeding the growth in the Retail Price Index by between 3% and 7% per annum.  
The exercise period for the ExEPP runs for seven years from the maturity date.

Executive Share Option Plan 2006
At the Company’s AGM in 2006 shareholders approved the implementation of the ESOP 2006. This plan has been introduced to allow 
awards to be made to senior executives working in jurisdictions where it would be inappropriate to make an award under the LTIP. It is 
anticipated that performance conditions attached to any ESOP 2006 awards will have the same criteria as the LTIP noted above. As yet,  
no awards have been made under this plan.

Executive Share Option Scheme
No new option grants will be made under the ESOS, although options made under previous grants to senior executives and managers 
across the Group remain outstanding. Options are normally exercisable between three and 10 years following grant, provided that a 
performance	condition,	specified	at	the	date	of	grant,	has	been	satisfied.	Typically,	growth	in	the	Group’s	earnings	per	share	over	the	
relevant three-year performance period is required to exceed the growth in the Retail Prices Index by at least 21% for the performance 
condition to be met.
 ESOS option grants prior to 2005 have a maximum seven-year exercise period, while the exercise period for option grants in 2005  
and 2006 is four years. Retesting of performance conditions may be carried out twice for ESOS options granted in 2003 but only once  
for options granted in 2004. No retesting is permitted for grants awarded in 2005 and 2006.
 The exercise price of ESOS options is generally at least equal to the closing mid-market price of the Company’s shares on the date  
of grant, although the pricing mechanism varies slightly for grants to French employees.

US Stock Purchase Plan
US-based employees are eligible to participate in a tax-favourable share purchase plan. They may save up to a maximum of $2,000 per 
annum, the savings being used to buy shares at quarterly intervals. Logica North America contributes an additional 15% to the amount 
saved per employee. US-based employees are not eligible to participate in the Sharesave Plans or the EmEPP.
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Insight (formerly Unilog plan)
Managers in France who are eligible to participate in the Insight fund could annually choose to invest all or part of their bonus into this 
fund. Logica France contributes 50% of the bonus invested by the employee to a maximum of €4,000 per annum. The Insight fund 
currently invests 100% of its capital in Logica shares and is managed by an external fund manager appointed by Logica France. 

French Savings Plan
A Plan d’Epargne d’Enterprise (P.E.E.) is operated for those employees in France not covered by the Insight plan above. There is a maximum 
individual investment amount per year, to which Logica adds an amount equivalent to the amount of employer’s national insurance saved. 
The funds are invested for a period of five years and are exempt from tax. The funds are managed by CIC Bank and are invested in shares.

A reconciliation of the movement in the number of share options and share awards outstanding is shown below:

			   2009	 2009
			   Group	 Company	
			   Share options	 Share awards	 Share options		  Share awards
				    Weighted			   Weighted	
				    average			   average	
				    exercise			   exercise	
			   Number of	 price	 Number of	 Number of	 price	 Number of
			   shares	 £	 shares	 shares	 £	 shares
Outstanding at 1 January 2009	 36,823,747	 1.41	 27,233,156	 2,105,919	 3.08	 5,512,287
Provisional award** 	 –	 –	 (5,338,165)	 –	 –	 (730,072)
Granted	 12,813,706	 0.54	 16,545,133	 10,844	 0.54	 2,759,004
Provisional award**	  –	 –	 1,148,850	 –	 –	 257,816
Transfers out	  –	 –	 –	 –	 –	 (272,727)
Exercised	 (35,710)	 1.14	 (2,923,568)	 –	 –	 (869,139)
Forfeited	 (476,297)	 1.00	 (1,789,780)	 –	 –	 –
Expired	 (13,093,444)	 1.23	 (2,809,676)	 (1,038,330)	 4.18	 (552,063)
Outstanding at 31 December 2009	 36,032,002	 1.02	 32,065,950	 1,078,433	 1.99	 6,105,106

Exercisable at 31 December 2009	  8,682,942	 2.48	 229,845	 1,063,750	 2.01	 203

			   2008	 2008
			   Group	 Company	
			   Share options	 Share awards	 Share options		  Share awards
				    Weighted			   Weighted	
				    average			   average	
				    exercise			   exercise	
			   Number of	 price	 Number of	 Number of	 price	 Number of
			   shares	 £	 shares	 shares	 £	 shares
Outstanding at 1 January 2008	 48,969,800	 1.61	 12,087,993	 5,409,835	 3.29	 1,653,576
Granted	 8,341,215	 0.90	 12,420,998	 3,840	 0.90	 3,883,694
Provisional award**	  –	  –	 5,338,165	  –	  –	 730,072
Exercised	 (5,426,288)	 0.85	 (1,130,741)	 (341,310)	 1.07	 (703,642)
Forfeited	 (3,124,595)	 0.60	 (1,312,949)	 (2,847,450)	 3.72	 –
Expired	 (11,936,385)	 2.34	 (170,310)	 (118,996)	 3.29	 (51,413)
Outstanding at 31 December 2008	 36,823,747	 1.41	 27,233,156	 2,105,919	 3.08	 5,512,287

Exercisable at 31 December 2008 	 12,234,327	 2.69	  1,576,618	 2,102,079	 3.08	 37
** �Provisional awards were included in 2008 and 2009. These awards have service conditions relating to 2008 and 2009 but the grants do not take place until the year following  

the commencement of the service condition. As a result there is a share-based payment charge during the year of service and prior to grant. In the above analysis these 
provisional awards are reflected in the year of service and are reversed in the year they are replaced by the actual grant.

The weighted average share price at the date of exercise of share options exercised during the year ended 31 December 2009 was 86p 
(2008: 110.9p).
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The Group table shows share options and awards to employees of Logica Plc (the Company) and its subsidiaries. The Company table 
shows share options and awards to employees of the Company only.
 The exercise price and remaining contractual life of share options outstanding at the end of the reporting period was as follows:

            2009      2009
            Group      Company
      Weighted   Weighted 
     Weighted average  Weighted average 
     average remaining  average remaining 
          exercise  contractual    exercise  contractual 
          price  life  Number  price  life  Number
Range of exercise prices      £  Years  of shares  £  Years  of shares
Less than £1.00    0.49  2.5  26,112,766  0.63  2.5  14,685
£1.00 to £1.99    1.56  2.1  6,504,585  1.33  2.5  682,620
£2.00 to £4.99    2.38  3.7  2,749,526  2.38  3.7  341,310
£5.00 to £9.99    5.99  1.7  338,034  5.99  1.7  22,754
£10.00 or more    16.29  0.8  327,091  16.26  0.8  17,064
      1.02  2.5  36,032,002  1.99  2.8  1,078,433

      2008   2008
      Group   Company
      Weighted   Weighted 
     Weighted average  Weighted average 
     average remaining  average remaining 
     exercise contractual  exercise contractual 
     price life Number price life Number
Range of exercise prices   £ years of shares £ years of shares
Less than £1.00   0.57 2.8 15,912,752 0.90 2.8 3,840
£1.00 to £1.99   1.33 0.9 15,587,639 1.42 3.4 1,025,067
£2.00 to £4.99   2.38 2.4 3,750,700 2.38 4.7 682,620
£5.00 to £9.99   6.61 1.7 1,070,517 6.49 1.6 309,066
£10.00 or more   14.95 1.7 502,139 16.26 1.8 85,326
     1.41 1.9 36,823,747 3.08 3.5 2,105,919

The	fair	value	of	share	options	and	share	awards	granted	in	the	2009	and	2008	financial	years	and	the	assumptions	used	in	the	calculation	
of their fair value on the date of grant were as follows: 
            2009
          Share
      Share awards   options
              Executive
      Employee  Equity  Perform- 
          Long-term  Equity  Partici-  ance  Partners   
     Incentive Partner- pation Multiplier Incentive Sharesave 
Weighted average assumption   Plan ship Plan Plan Plan Plan Plan
Share price on date of grant (£)    0.69  0.64  0.68  0.81  0.69  0.64
Exercise price (£)     –   –   –   –   –  0.54
Grants in year – Group    9,703,006  1,174,385  1,620,707  1,456,722  2,590,313  12,813,706
Grants in year – Company    1,200,000  597  867,648  460,506  230,253  10,844
Vesting period (years)    3.0  3.0  3.0  3.3  3.3  3.0
Expected volatility (%)    41.0   –  41.0   –   –  40.0
Expected life (years)    3.0  3.0  3.0  3.3  3.3  3.3
Risk-free rate (%)    0.3   –  2.2   –  1.1  2.2
Dividend yield (%)    4.3  4.7  4.4  3.7  4.4  4.7
Fair value per option/award (£)    0.57  0.56  0.47  0.72  0.60  0.17
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						      2008
										          Share
						      Share awards			   options
							       Employee		  Executive
						      Long-term	 Equity	 Restricted	 Equity
						      Incentive	 Partnership	 Stock	 Participation	 Sharesave 
Weighted average assumption				    Plan	 Plan	 Award	 Plan	 Plan
Share price on date of grant (£)				    1.11	 1.10	 1.10	 1.10	 1.10
Exercise price (£)				    –	 –	 –	 –	 0.90	
Grants in year – Group				    9,576,660	 486,747	 2,110,967	 246,624	 8,341,215
Grants in year – Company				    1,772,727	 –	 2,110,967	 –	 3,840
Vesting period (years)				    3.0	 3.0	 1.3	 3.0	 3.3
Expected volatility (%)				    29.9	 –	 –	 31.6	 30.5
Expected life (years)				    3.0	 3.0	 1.3	 3.0	 3.3
Risk-free rate (%)				    4.0	 –	 –	 4.0	 4.0
Dividend yield (%)				    5.2	 5.3	 –	 5.3	 5.3
Fair value per share option/award (£)			   0.85	 0.94	 1.05	 0.69	 0.25

Provisional awards
The Partners Incentive Plan and the Performance Multiplier Plan both reward service in the periods prior to grant as the ‘pool year’ on 
which the awards are based precedes the year of grant. The schemes were introduced during 2008 with the 2009 grants being based on 
service from 1 September 2008 and the 2010 grants will be based on service from 1 January 2009. At 31 December 2008 a share-based 
payment charge was included for four months. For 2009 a share-based payment charge has been included for service from 1 January 
2009. As the grants do not occur until after the end of the reporting period these awards are included as provisional awards.

						      2009	 2008
							       Perform-		  Perform-	
							       ance	 Partners	 ance	 Partners
							       Multiplier	 Incentive	 Multiplier	 Incentive
Weighted average assumption					     Plan	 Plan	 Plan	 Plan
Share price on date of grant (£)				    	 1.14	 1.14	 0.69	 0.69
Provisional award – Group				    	 420,036	 728,814	 3,140,097	 2,198,068
Provisional award – Company				    	 127,671	 130,145	 243,357	 486,715
Vesting period (years)				    	 4.25	 4.25	 3.5	 3.5
Expected life (years)				    	 4.25	 4.25	 3.5	 3.5
Fair value per option/award (£)				    	 1.02	 1.00	 0.69	 0.69

The fair values of LTIP and RSA grants were measured using a Monte Carlo simulation model and the fair value of Sharesave Plan options 
was measured using the Black-Scholes option pricing model. The fair values of share awards under the Equity Participation/Partnership 
Plans were measured at the market share price at the date of grant reduced for the present value of expected dividends over the vesting 
period, for which award holders have no entitlement. The fair values of the provisional share awards under the PIP and PMP for 2008 were 
measured as the market share price at the 31 December 2008 as the actual grant did not occur until 2009. For 2009 the fair value has 
been estimated using the market share price at 31 December 2009 but also applying the same ratio of fair value to market price as used 
for the grants during 2009.
	 Expected volatility was determined using the historical volatility of the Company’s share price over a period commensurate with the 
expected life of the share option. The period from 1 July 1999 to 30 June 2001 was excluded as management believe it represented a 
period of high share price volatility which is unlikely to be repeated in the future.
	 Share awards under the Equity Participation/Partnership Plans are assumed to be exercised on the vesting date. Sharesave options  
are assumed to be exercised three months after the vesting date, the mid-point of the contractual exercise period.
	 At the date of grant, it is assumed that performance conditions will be met in full. Adjustments are made subsequently to the number of 
shares expected to vest, to reflect updated assessments of whether performance conditions will be met and the final determination on the 
vesting date. The share-based payment expense also takes account of expected forfeiture from the end of the reporting period to the end 
of the vesting period following cessation of employment. A weighted average forfeiture rate of 9% per annum was assumed for calculating 
the share-based payment expense for the year ended 31 December 2009 (2008: 9%). 
	 For exercises prior to the vesting date, the additional expense between the calculation date and the vesting date is immediately charged 
to the statement of comprehensive income.
	 The Group and the Company recognised a total expense in respect of equity-settled share-based payment arrangements of £7.8 million 
and £1.4 million (2008: £10.3 million and £2.3 million) respectively.
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Cash-settled share-based payment arrangements
The Group or the Company does not operate separate cash-settled share-based payments arrangements; however, social security 
obligations arising on share option and share award plans are treated as such an arrangement for accounting purposes. 
 For the Group, the liability for cash-settled share-based social security payments at 31 December 2009 was £3.1 million (2008:  
£1.4 million). The movement in the liability resulted in an expense for the year ended 31 December 2009 of £1.7 million (2008: £0.2 million).
 For the Company, the liability for cash-settled share-based social security payments at 31 December 2009 was £0.7 million (2008:  
£0.3 million). The movement in the liability resulted in a charge for the year ended 31 December 2009 of £0.4 million (2008: £0.2 million).

38. Retirement benefit schemes

Defined contribution schemes
The	Group	operates	a	number	of	voluntary	pension	schemes	of	the	defined	contribution	type	in	the	UK	and	overseas,	under	which	
contributions are paid by Group undertakings. In some countries, contributions are made into state pension schemes. The pension cost 
charge	for	defined	contribution	schemes	amounted	to	£126.1	million	(2008:	£112.7	million).
	 In	Sweden,	the	Group	contributed	to	the	Alecta	SE	pension	scheme	which	is	a	defined	benefit	pension	scheme.	This	pension	scheme	
was	classified	as	a	defined	contribution	scheme	as	it	is	a	multi-employer	plan	and	sufficient	information	is	not	available	to	bifurcate	the	
assets	of	the	plan	between	the	various	employers.	Any	surplus	or	deficit	in	the	plan	will	affect	the	amount	of	future	contributions	payable.	
Alecta	used	a	collective	funding	ratio	to	determine	the	surplus	or	deficit	in	the	pension	scheme.	The	collective	funding	is	the	difference	
between Alecta’s assets and the commitments to the policyholders and insured individuals. The collective solvency is normally allowed  
to vary between 125% and 155%, with the target being 140%. At the 31 December 2009, Alecta’s collective funding ratio was 141% 
(2008: 112%). As the solvency ratio at 31 December 2008 was outside the permitted range contributions levels have been restored to 
normal levels resulting in a cost of SEK 168.6 million for 2009 (2008: SEK 140.2 million). In the past reduced contributions were paid as  
a result of the high level of solvency.

Defined benefit schemes
In	addition,	the	Group	operates	defined	benefit	pension	schemes	primarily	for	the	benefit	of	employees	in	the	UK	and	the	Netherlands,	with	
smaller	schemes	in	other	European	countries	and	the	US.	Defined	benefit	schemes	are	usually	funded	by	contributions	from	the	employing	
companies, and in some cases also employees, to meet the costs, at rates assessed by the actuary or insurer of each scheme, in regular 
funding	reviews.	The	schemes’	assets	are	held	in	funds	separate	from	those	of	the	Group.	Scheme	benefits	typically	provide	for	a	pension	
in	retirement	based	on	years	of	qualifying	service	and	final	pensionable	salary.
 The main schemes in the UK and the Netherlands are subject to independent valuations at least every three years, on the basis of which 
the	qualified	actuary	certifies	the	rate	of	employer	contributions	which,	together	with	the	specified	contributions	payable	by	the	employees	
and	proceeds	from	the	scheme’s	assets,	are	expected	to	be	sufficient	to	fund	the	benefits	payable	under	the	schemes.	The	results	of	the	
latest full actuarial valuations, for funding purposes, for the main schemes are set out below:

CMG Netherlands Scheme – last full actuarial valuation at 1 January 2007
The Scheme has been closed to new entrants since 1 July 1994. The Scheme had a surplus of €11.8 million as at 1 January 2007.

Logica Defined Benefit Pension Plan – last full actuarial valuation at 30 June 2008
Based	on	the	assumptions	adopted	in	the	Statement	of	Funding	Principles	the	Plan	had	a	deficit	of	£1.25	million.	The	Group	made	a	 
one-off	deficit	repair	contribution	of	£1.6	million	in	September	2009.	

LogicaCMG UK Pension and Life Assurance Scheme – last full actuarial valuation at 31 December 2006
At	the	time	of	the	valuation	the	Scheme	had	a	small	deficit	which	was	cleared	by	a	one-off	contribution	of	£0.1	million.

CMG UK Pension Scheme – last full actuarial valuation at 31 December 2007
The Scheme has been closed to new entrants since 2001. Based on the assumptions adopted in the Statement of Funding Principles  
the	Scheme	had	a	deficit	of	£23.0	million.	The	Group	has	agreed	a	plan	with	the	Trustees	to	clear	the	deficit	by	30	June	2012.	Under	the	
recovery plan, starting from1 January 2009, Logica will pay an additional contribution of 5% of pensionable salaries and make a series  
of 13 additional quarterly payments averaging £1.75 million. 
	 To	meet	the	requirements	of	IAS	19,	valuations	for	plan	assets,	reimbursement	rights	and	defined	benefit	obligations	were	carried	out	 
at	31	December	2009	by	qualified	actuaries.	The	present	value	of	the	defined	benefit	obligation,	and	the	related	current	and	past	service	
cost, were measured using the projected unit credit method.
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The weighted average principal actuarial assumptions used at the end of the reporting period were as follows:

						      UK schemes	 Overseas schemes
							       2009	 2008	 2009	 2008
Discount rate (%)					     5.7	 6.2	 5.5	 5.5
Average life expectancy for 65-year-old male (years)			   23	 23	 18	 17
Average life expectancy for 65-year-old female (years)			   25	  25	 21	 21
Expected return on plan assets (%)					     6.3	 5.9	 4.1	 4.3
Expected return on reimbursement rights (%)				     –	  –	 4.0	 4.0
General salary increases (%)					     3.5	 3.0	 2.3	 2.0
Rate of increase of pensions in payment (%)				    3.5	 3.0	 0.5	 0.4
Inflation (%)	 	 	 	 	 3.5	 3.0	 2.5	 1.9

The Group’s principal defined benefit schemes are in the UK and in the Netherlands. In the Netherlands the mortality tables used for the year 
ended 31 December 2009 were the GBM/V 0005 tables + ageing trend (2008: GBM/V 0005 tables + ageing trend). In the UK the mortality 
assumption used was 100% PNXA00 (year of birth) with future improvements in line with the long cohort projections and a minimum rate of 
future improvement of 1%. (2008: 100% PNXA00 (year of birth) with future improvements in line with the long cohort projections and a 
minimum rate of future improvement of 1%).
	 The amounts recognised in the statement of comprehensive income as employee benefit expense for defined benefit schemes  
were as follows:
								        2009
								        UK	 Overseas	 All
								        schemes	 schemes	 schemes
								        £’m	 £’m	 £’m
Current service cost						      4.0	 5.7	 9.7
Past service cost						      0.2	 –	 0.2
Curtailment gain						       –	 (0.5)	 (0.5)
Interest cost						      12.0	 11.8	 23.8
Expected return on plan assets						      (10.9)	 (10.3)	 (21.2)
Expected return on reimbursement rights					      –	 (0.5)	 (0.5)
								        5.3	 6.2	 11.5

								        2008
								        UK	 Overseas	 All
								        schemes	 schemes	 schemes
								        £’m	 £’m	 £’m
Current service cost						      4.6	 5.4	 10.0
Past service cost						       –	 0.1	 0.1
Interest cost						      11.7	 10.3	 22.0
Expected return on plan assets						      (12.5)	 (7.8)	 (20.3)
Expected return on reimbursement rights					      –	 (0.4)	 (0.4)
								        3.8	 7.6	 11.4

The actual return on plan assets for UK schemes was a £19.8 million gain (2008: £17.4 million loss) and for overseas schemes was a  
£10.1 million loss (2008: £40.4 million gain). The actual return on reimbursement rights for overseas schemes was a £0.3 million gain 
(2008: £0.2 million).
	 The amounts recognised in the statement of comprehensive income were as follows:
								        2009
								        UK	 Overseas	 All
								        schemes	 schemes	 schemes
								        £’m	 £’m	 £’m
Actuarial losses						      (29.0)	 (31.2)	 (60.2)
Reversal of unrecognised surplus						       –	 1.3	 1.3
								        (29.0)	 (29.9)	 (58.9)
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        2008
        UK Overseas All
        schemes schemes schemes
        £’m £’m £’m
Actuarial gains/(losses)      (8.0) 42.7 34.7
Unrecognised surplus       – (1.3) (1.3)
        (8.0) 41.4 33.4

Actuarial gains and losses have been recognised in full in the statement of comprehensive income. The cumulative amount of actuarial gains/
losses recognised through the statement of comprehensive income at 31 December 2009 was £10.2 million loss (2008: £48.7 million gain). 
	 The	amounts	included	in	the	statement	of	financial	position	in	respect	of	the	Group’s	defined	benefit	schemes	were	as	follows:

        2009
                UK  Overseas  All
        schemes schemes schemes
        £’m £’m £’m
Present	value	of	defined	benefit	obligations	 	 	 	 	 (243.5)  (241.1)  (484.6)
Fair value of scheme assets      206.9  221.3  428.2
Deficit in the schemes      (36.6)  (19.8)  (56.4)
Past service cost not yet recognised      –  0.2  0.2
Fair value of reimbursement rights       –  12.2  12.2
Net liability recognised in the statement of financial position    (36.6)  (7.4)  (44.0)

PRESENTED AS:

Financial assets        –  12.2  12.2
Retirement	benefit	assets	 	 	 	 	 	 1.9  25.5  27.4
Retirement	benefit	liabilities	 	 	 	 	 	 (38.5)  (45.1)  (83.6)
        (36.6)  (7.4)  (44.0)

        2008
        UK Overseas All
        schemes schemes schemes
        £’m £’m £’m
Present	value	of	defined	benefit	obligations	 	 	 	 	 (192.8)	 (238.6)	 (431.4)
Fair value of scheme assets      177.9 253.5 431.4
Deficit in the schemes      (14.9) 14.9 –
Irrecoverable surplus       – (1.3) (1.3)
Past service cost not yet recognised      – 0.2 0.2
Fair value of reimbursement rights       – 12.9 12.9
Net liability recognised in the statement of financial position    (14.9) 26.7 11.8

PRESENTED AS:

Financial assets        – 12.9 12.9
Retirement	benefit	assets	 	 	 	 	 	 2.1	 60.0	 62.1
Retirement	benefit	liabilities	 	 	 	 	 	 (17.0)	 (46.2)	 (63.2)
        (14.9) 26.7 11.8
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38. Retirement benefit schemes
(continued)

The following tables present a reconciliation of the movements in the defined benefit obligation between the beginning and end of  
the financial year, and an analysis of the defined benefit obligation between unfunded schemes and those schemes that are partly  
or wholly funded:
								        2009
								        UK	 Overseas	 All
								        schemes	 schemes	 schemes
Defined benefit obligation						      £’m	 £’m	 £’m
At 1 January 2009						      (192.8)	 (238.6)	 (431.4)
Current service cost						      (4.0)	 (5.7)	 (9.7)
Past service cost						      (0.2)	 –	 (0.2)
Curtailment gain					     	 –	 0.5	 0.5
Interest cost						      (12.0)	 (11.8)	 (23.8)
Contributions from scheme members					     (0.7)	 (0.4)	 (1.1)
Actuarial losses						      (37.9)	 (10.5)	 (48.4)
Benefits paid	 	 	 	 	 	 4.1	 6.7	 10.8
Plan dissolution						       –	 0.3	 0.3
Exchange differences	 	 	 	 	 	  –	 18.4	 18.4
At 31 December 2009						      (243.5)	 (241.1)	 (484.6)

Defined benefit obligation of unfunded schemes	 	 	 	 	  –	 (32.2)	 (32.2)
Defined benefit obligation of funded schemes	 	 	 	 	 (243.5)	 (208.9)	 (452.4)
At 31 December 2009						      (243.5)	 (241.1)	 (484.6)

								        2008
								        UK	 Overseas	 All
								        schemes	 schemes	 schemes
Defined benefit obligation	 					     £’m	 £’m	 £’m
At 1 January 2008						      (202.3)	 (180.3)	 (382.6)
Current service cost						      (4.6)	 (5.4)	 (10.0)
Past service cost						       –	 (0.1)	 (0.1)
Interest cost						      (11.7)	 (10.3)	 (22.0)
Contributions from scheme members					     (0.8)	 (0.8)	 (1.6)
Actuarial gains						      21.9	 10.0	 31.9
Benefits paid	 	 	 	 	 	 4.7	 5.5	 10.2
Acquisition of subsidiaries						       –	 (1.9)	 (1.9)
Exchange differences	 	 	 	 	 	  –	 (55.3)	 (55.3)
At 31 December 2008						      (192.8)	 (238.6)	 (431.4)

Defined benefit obligation of unfunded schemes	 	 	 	 	  –	 (31.2)	 (31.2)
Defined benefit obligation of funded schemes	 	 	 	 	 (192.8)	 (207.4)	 (400.2)
At 31 December 2008						      (192.8)	 (238.6)	 (431.4)

Insurance policies taken out to fund retirement benefit schemes that do not qualify as plan assets are presented as reimbursement rights. 
Such policies fund pension schemes in Germany and a life assurance scheme in the United States.
	 The following tables present a reconciliation of the movements in plan assets and reimbursement rights between the beginning and 
end of the financial year:
								        2009
								        UK	 Overseas	 All
								        schemes	 schemes	 schemes
Plan assets and reimbursement rights					     £’m	 £’m	 £’m
At 1 January 2009						      177.9	 266.4	 444.3
Expected return on assets						      10.9	 10.8	 21.7
Contributions by employer						      12.6	 4.9	 17.5
Contributions from scheme members					     0.7	 0.5	 1.2
Actuarial gains/(losses)						      8.9	 (20.7)	 (11.8)
Benefits paid	 	 	 	 	 	 (4.1)	 (6.7)	 (10.8)
Exchange differences	 	 	 	 	 	  –	 (21.7)	 (21.7)
At 31 December 2009						      206.9	 233.5	 440.4

Plan assets						      206.9	 221.3	 428.2
Reimbursement rights						       –	 12.2	 12.2
At 31 December 2009						      206.9	 233.5	 440.4
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38. Retirement benefit schemes
(continued)

        2008
        UK Overseas All
        schemes schemes schemes
Plan assets and reimbursement rights     £’m £’m £’m
At 1 January 2008      189.3 164.7 354.0
Expected return on assets      12.5 8.2 20.7
Contributions by employer      9.9 4.1 14.0
Contributions from scheme members     0.8 0.8 1.6
Actuarial losses      (29.9) 32.3 2.4
Benefits	paid	 	 	 	 	 	 (4.7)	 (5.0)	 (9.7)
Acquisition of subsidiaries       – 1.3 1.3
Settlements and curtailments       – (0.3) (0.3)
Exchange	differences	 	 	 	 	 	 	–	 60.3	 60.3
At 31 December 2008      177.9 266.4 444.3

Plan assets      177.9 253.5 431.4
Reimbursement rights       – 12.9 12.9
At 31 December 2008      177.9 266.4 444.3

The fair value of plan assets at the end of the reporting period is analysed below:
        2009
                UK  Overseas  All
        schemes schemes schemes
        £’m £’m £’m
Equities      77.4  2.3  79.7
Government bonds      51.6  176.7  228.3
Corporate bonds      65.3  18.2  83.5
Property      11.3  1.8  13.1
Cash       1.3  1.6  2.9
Other        –  32.9  32.9
        206.9  233.5  440.4

        2008
        UK Overseas All
        schemes schemes schemes
        £’m £’m £’m
Equities      62.9 1.4 64.3
Government bonds      45.2 229.1 274.3
Corporate bonds      58.2 17.9 76.1
Property      10.8 1.6 12.4
Cash       0.8 1.9 2.7
Other        – 14.5 14.5
        177.9 266.4 444.3
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38. Retirement benefit schemes
(continued)

The expected rates of return on government bonds and corporate bonds is determined by reference to market yields at the end of the 
reporting period for bonds of a similar term to those held as plan assets. The expected rate of return on equities is determined by reference 
to real historical equity market returns. The overall expected rate of return on plan assets is calculated as a weighted average of the 
expected rates of return of individual asset classes. The weighted average is calculated by reference to the amount in each class of plan 
assets at the end of the reporting period. Plan assets in overseas schemes include ordinary shares of the Company with a fair value of  
£1.4 million at 31 December 2009 (2008: £0.9 million) but do not include any property occupied by, or other assets used by, the Group.
	 The history of the Group’s defined benefit arrangements is as follows:

						      UK schemes
						      2009	 2008	 2007	 2006	 2005
						      £’m	 £’m	 £’m	 £’m	 £’m
Present value of defined benefit obligation	 	 	 (243.5)	 (192.8)	 (202.3)	 (198.6)	 (205.7)
Fair value of plan assets				    206.9	 177.9	 189.3	 171.5	 149.3
Deficit	 	 	 	 (36.6)	 (14.9)	 (13.0)	 (27.1)	 (56.4)
Experience gain/(loss) on plan liabilities			   1.8	 (1.0)	 10.6	 (0.9)	 (1.0)
Experience gain/(loss) on plan assets			   8.9	 (29.9)	 (1.6)	 4.6	 17.5

						      Overseas schemes
						      2009	 2008	 2007	 2006	 2005
						      £’m	 £’m	 £’m	 £’m	 £’m
Present value of defined benefit obligation	 	 	 (241.1)	 (239.9)	 (180.3)	 (166.0)	 (155.5)
Fair value of plan assets				    221.3	 253.5	 154.6	 147.5	 149.1
(Deficit)/surplus	 	 	 	 (19.8)	 13.6	 (25.7)	 (18.5)	 (6.4)
Experience gain/(loss) on plan liabilities			   1.4	 2.6	 5.5	 2.7	 (0.9)
Experience gain/(loss) on plan assets			   (20.6)	 32.3	 (14.3)	 (15.2)	 12.3

The Group expects to contribute approximately £17.0 million (2008: £15.9 million) to defined benefit plans in 2009, of which £12.0 million 
(2008: £10.9 million) relates to UK schemes, including deficit funding of £6.0 million, and £5.0 million (2008: £5.0 million) relates to 
overseas schemes.
	 The assumed discount rate, rate of inflation, salary increases and mortality all have a significant effect on the accounting valuation.  
The following table shows the sensitivity of the valuation to changes in these assumptions:

							       Increase in 	 Impact	 Decrease in	 Impact
						 	       assumption	 on deficit	 assumption	 on deficit
							       %	 £’m	 %	 £’m
Discount rate					     0.5	 (45.8)	 0.5	 48.8
Rate of inflation	 	 	 	 	 0.5	 29.3	 0.5	 (25.7)
Real rate of increase/decrease in salaries				    1.0	 19.7	 1.0	 (19.8)
One year increase/decrease to life expectancy				     –	 8.8	 –	 (8.9)

39. Related party transactions

Remuneration of key management personnel
The remuneration of the Directors of the Company and the Group’s Executive Committee, who are the key management personnel of the 
Group, is set out below in aggregate for each of the categories required by IAS 24 ‘Related Party Disclosures’. Further information about 
the remuneration of individual directors is disclosed in the Report of the Remuneration Committee on pages 55 to 69.

									         2009	 2008
									         £’m	 £’m
Short-term employee benefits	 	 	 	 	 	 	 5.4	 7.8
Post-employment benefits	 	 	 	 	 	 	 0.5	 0.6
Termination benefits	 	 	 	 	 	 	 1.3	 1.2
Share-based payment							       3.1	 3.2
									         10.3	 12.8

The amount for share-based payment is that calculated in accordance with IFRS 2 ‘Share-based payment’.
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40. Financial commitments

Operating lease commitments
At	31	December,	the	Group	had	commitments	under	non-cancellable	operating	leases,	principally	for	offices	and	computer	equipment,	 
as follows:

      2009 2008
       Land and  Land and 
       buildings  Other buildings Other
Future minimum lease payments payable        £’m  £’m £’m £’m
Within one year     102.1  43.3 101.0 69.1
Between	two	and	five	years	 	 	 	 	 280.6  57.6 307.1 90.0
After	five	years	 	 	 	 	 135.1  2.6 166.1 –
       517.8  103.5 574.2 159.1

The expense recognised in the statement of comprehensive income for payments under non-cancellable operating leases for the year 
ended 31 December 2009 was £155.0 million (2008: £163.8 million). At 31 December 2009, the total future minimum sub-lease payments 
expected to be received under non-cancellable sub-leases were £28.1 million (2008: £22.6 million).

Capital expenditure commitments
      2009 2008

       Group  Associates Group Associates
       £’m £’m £’m £’m
Contracted at the end of the reporting period     –  – 0.1 –

41. Contingent liabilities

The size, structure and geographic spread of the Group and its activities naturally exposes it to potential scrutiny and possible legal claims 
including tax and other regulatory authorities in the normal course of operations. The results of tax audits and other similar enquiries are 
normally	reflected	in	the	accounts	on	an	accruals	basis	where	a	recovery	or	liability	can	be	predicted	with	reasonable	certainty.	Occasionally	
claims may be levied against the Group by such authorities, the outcomes of which cannot be predicted with reasonable certainty. While 
Logica strongly believes it complies with all relevant laws and regulations, and would vigorously defend itself against any such claims, if it was 
unsuccessful	the	enforcement	of	such	claims	could	from	time	to	time	have	a	potentially	material	impact	on	the	Group’s	results	and	financial	
position. As part of those enquiries, the Group has, in 2009, received a €46 million, which is net of €13 million tax, VAT claim from the French 
tax authorities. The claim relates to the VAT treatment of goods exported from France during the years 2004-2006. The Group has carefully 
analysed these claims and obtained external experts’ advice, as a result of which it considers that they are without merit. The Group is 
robustly contesting these claims through the appropriate channels albeit this is expected to be a protracted process.
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Matters on which we are required  
to report by exception 
We have nothing to report in respect of the 
following matters where the Companies  
Act 2006 requires us to report to you if,  
in our opinion: 

›	� adequate accounting records have not 
been kept by the parent company, or 
returns adequate for our audit have not 
been received from branches not 
visited by us; or 

›	 �the parent company financial 
statements and the part of the 
Directors’ Remuneration Report to be 
audited are not in agreement with the 
accounting records and returns; or 

›	� certain disclosures of Directors’ 
remuneration specified by law are not 
made; or 

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

Other matter 
We have reported separately on the Group 
financial statements of Logica plc for the 
year ended 31 December 2009.

Pauline Campbell 
(Senior Statutory Auditor)
for and on behalf of 
PricewaterhouseCoopers LLP
Chartered Accountants  
and Statutory Auditors
London
5 March 2010

Scope of the audit of the  
financial statements
An audit involves obtaining evidence 
about the amounts and disclosures in  
the financial statements sufficient to give 
reasonable assurance that the financial 
statements are free from material 
misstatement, whether caused by fraud  
or error. This includes an assessment of: 
whether the accounting policies are 
appropriate to the parent company’s 
circumstances and have been consistently 
applied and adequately disclosed; the 
reasonableness of significant accounting 
estimates made by the Directors; and the 
overall presentation of the financial 
statements.

Opinion on financial statements 
In our opinion the parent company financial 
statements: 

›	� give a true and fair view of the state  
of the Company’s affairs as at 
31 December 2009;

›	� have been properly prepared in 
accordance with United Kingdom 
Generally Accepted Accounting 
Practice; and 

›	� have been prepared in accordance with 
the requirements of the Companies  
Act 2006. 

Opinion on other matters prescribed  
by the Companies Act 2006 
In our opinion: 

›	� the part of the Directors’ Remuneration 
Report to be audited has been properly 
prepared in accordance with the 
Companies Act 2006; and 

›	� the information given in the Directors’ 
Report for the financial year for which 
the parent company financial 
statements are prepared is consistent 
with the parent company financial 
statements. 

We have audited the parent company 
financial statements of Logica plc for the 
year ended 31 December 2009 which 
comprise the parent company balance 
sheet and the related notes. The financial 
reporting framework that has been 
applied in their preparation is applicable 
law and United Kingdom Accounting 
Standards (United Kingdom Generally 
Accepted Accounting Practice).

Respective responsibilities  
of Directors and auditors 
As explained more fully in the Directors’ 
Responsibilities Statement set out on  
page 53, the Directors are responsible for 
the preparation of the parent company 
financial statements and for being 
satisfied that they give a true and fair  
view. Our responsibility is to audit the 
parent company financial statements  
in accordance with applicable law and 
International Standards on Auditing (UK 
and Ireland). Those standards require us 
to comply with the Auditing Practices 
Board’s Ethical Standards for Auditors. 
	 This report, including the opinions,  
has been prepared for and only for the 
Company’s members as a body in 
accordance with Chapter 3 of Part 16  
of the Companies Act 2006 and for no 
other purpose. We do not, in giving these 
opinions, accept or assume responsibility 
for any other purpose or to any other 
person to whom this report is shown or 
into whose hands it may come save where 
expressly agreed by our prior consent  
in writing.

Independent auditors’ 
report to the members  
of Logica plc
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Company balance sheet
31 December 2009
         2009 2008
        Note £’m £’m
Fixed assets
Investments       V(a) 1,334.9 1,429.6

Current assets
Debtors: amounts due within one year     VI 452.2 254.9
Cash at bank and in hand       1.0 0.3
Investment in subsidiary held for sale     V(b) – 89.4
         453.2 344.6
Creditors – amounts falling due within one year    VII (3.9) (109.8)
Net current assets       449.3 234.8

Total assets less current liabilities      1,784.2 1,664.4

Net assets       1,784.2 1,664.4

Capital and reserves
Called-up equity share capital      Ix, x 160.0 159.8
Share premium account      x 1,107.1 1,101.5
Profit	and	loss	account	 	 	 	 	 	 X	 485.4 295.5
Capital redemption reserve      x 8.4 8.4
Other reserves      x 23.3 99.2
Equity shareholders’ funds      xI 1,784.2 1,664.4

The	Company	financial	statements	on	pages	124	to	130	were	approved	by	the	Board	of	Directors	on	5	March	2010	and	were	signed	on	its	
behalf by:

A Green
S Keating
Directors
5 March 2010
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I. Accounting policies

The following are the principal accounting policies of the Company which have been applied consistently throughout the year and the 
preceding year.

Basis of accounting
The Company financial statements have been prepared under the historical cost convention and in accordance with the Companies Act 
2006 and applicable UK accounting standards. The Company has taken advantage of an exemption available in FRS 1 ‘Cash Flow 
Statements’ and has not prepared a cash flow statement.

Investments in subsidiaries
Investments in subsidiaries are accounted for at cost. Such investments include both investments in shares issued by the subsidiary and 
other parent entity interests that in substance form part of the parent entity’s investment in the subsidiary. These include investments in 
the form of loans which have no fixed repayment terms and which have been provided to subsidiaries as an additional source of long-term 
capital. Trade amounts receivable from subsidiaries in the normal course of business and other amounts advanced on commercial terms 
and conditions are included in debtors.
	 Investments in subsidiaries in the Company’s balance sheet are held at cost less any accumulated impairment losses. Investments in 
subsidiaries held for sale are accounted for at fair value in accordance with FRS 26. Any difference arising on revaluation of investments is 
recognised directly in other reserves.

Financial instruments
The Company has taken advantage of the exemptions available in Financial Reporting Standard (FRS) 25 para 3(c)(b) and FRS 29 para 
2(d) not to disclose any information relating to financial instruments as the Company’s financial statements are included in publicly 
available consolidated financial statements.
	 The following policies for financial instruments have been applied in the preparation of the Company’s financial statements: 

Cash at bank and in hand
Cash at bank and in hand include deposits repayable on demand with any qualifying financial institution, less overdrafts from any 
qualifying financial institution repayable on demand if there is legal right to offset against positive cash balances. Deposits are repayable  
on demand if they can be withdrawn at any time without notice and without penalty or if a maturity or period of notice of not more than  
24 hours or one working day has been agreed. Cash includes cash in hand and deposits denominated in foreign currencies.

Debtors
Debtors are stated at amounts receivable less any provision for recoverability. A trade or other receivable is derecognised from the balance 
sheet when the Company enters into a financing transaction which transfers to a third party all significant rights or other access to 
benefits relating to that asset, and all significant exposures to the risks inherent in that asset.

Borrowings 
Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated either at amortised 
cost or, if designated as such, at fair value through profit or loss. For borrowings stated at amortised cost, any difference between the 
proceeds, net of transaction costs, and the redemption value is recognised in the profit and loss account over the period of the borrowings 
using the effective interest rate method.

Taxation
Corporation tax is payable on taxable profits at amounts expected to be paid, or recovered, under the tax rates and laws that have been 
enacted or substantively enacted at the balance sheet date.
	 Deferred tax is recognised to take account of timing differences between the treatment of transactions for financial reporting purposes 
and their treatment for tax purposes. A deferred tax asset is only recognised when it is regarded as more likely than not that there will be 
suitable taxable profits from which the future reversal of the underlying timing differences can be deducted. 
	 Deferred tax is measured at the average tax rates that are expected to apply in the periods in which the timing differences are expected 
to reverse, based on the tax rates and laws that have been enacted or substantively enacted at the balance sheet date. Deferred tax is 
measured on a non-discounted basis.

Foreign currencies
The functional currency of the Company is pounds sterling. Transactions denominated in foreign currencies are translated into the 
functional currency of the Company at the rates prevailing at the dates of the individual transactions. Foreign currency monetary assets 
and liabilities are translated at the rates prevailing at the balance sheet date. Exchange gains and losses arising are charged or credited to 
the profit and loss account within net operating costs.
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Employee benefits
Retirement benefits
The	Company	participates	in	retirement	benefit	plans	of	a	defined	contribution	nature.	The	cost	of	defined	contribution	plans	is	charged	 
to	the	profit	and	loss	account	on	the	basis	of	contributions	payable	by	the	Company	during	the	year.

Share-based payment
The cost of share-based employee compensation arrangements, whereby employees receive remuneration in the form of shares or share 
options,	is	recognised	as	an	employee	benefit	expense	in	the	profit	and	loss	account.
	 The	total	expense	to	be	apportioned	over	the	vesting	period	of	the	benefit	is	determined	by	reference	to	the	fair	value	at	the	grant	 
date of the shares or share options awarded and the number that are expected to vest. The assumptions underlying the number of awards 
expected	to	vest	are	subsequently	adjusted	to	reflect	conditions	prevailing	at	the	balance	sheet	date.	At	the	vesting	date	of	an	award,	 
the cumulative expense is adjusted to take account of the awards that actually vest.

Other employee benefits
A	liability	for	other	employee	benefits,	such	as	paid	holiday,	is	recognised	for	the	amount	the	Company	may	be	required	to	pay	as	a	result	
of the unused entitlement that has accumulated at the balance sheet date.

Employee share ownership trusts
Employee share ownership plan (ESOP) trusts, which purchase and hold ordinary shares of the Company in connection with certain 
employee	share	plans,	are	included	in	the	Company	financial	statements.	Any	consideration	paid	or	received	by	ESOP	trusts	for	the	
purchase or sale of the Company’s own shares is shown as a movement in shareholders’ equity.

Dividends
Dividends to the Company’s shareholders are recognised as a liability and deducted from shareholders’ equity in the period in which the 
shareholders’ right to receive payment is established.

II. Profit attributable to the Company

As	permitted	by	Section	408	of	the	Companies	Act	2006,	no	separate	profit	and	loss	account	is	presented	in	respect	of	the	Company.	 
The	profit	for	the	financial	year	for	the	Company	was	£138.8	million	(2008:	£153.5	million),	which	included	a	foreign	exchange	gain	of	 
£1.4 million (2008: £2.3 million). 

III. Employees and Directors

Staff	costs	for	the	year	amounted	to:
         2009 2008
         £’m £’m
Salaries	and	other	short-term	employee	benefits	 	 	 	 	 	 2.3 5.0
Social security costs       0.4 0.6
Pension costs        0.1 0.1
Share-based payments (Note Ix)       1.8 2.5
         4.6 8.2

The average monthly number of employees, including directors, during the year ended 31 December 2009 was 13 (2008: 15). The number 
of employees including directors, at 31 December 2009, based in the UK was 10 (2008: 13), 1 (2008: 1) was based in France, 1 (2008: 
none) was based in the Switzerland, and none (2008: 1) was based in the Netherlands. For further information about the Directors of the 
Company, refer to the Directors’ biographies on pages 40 to 41 and for details of Directors’ emoluments and share interests refer to the 
report of the Remuneration Committee on pages 55 to 69.

IV. Dividends

The	Directors	are	proposing	a	final	dividend	in	respect	of	the	year	ended	31	December	2009	of	2.3	pence	per	share,	which	would	reduce	
shareholders’ funds by approximately £36.5 million. The proposed dividend is subject to approval at the AGM on 5 May 2010 and has not 
been	recognised	as	a	liability	in	these	financial	statements.	The	final	dividend	will	be	paid	on	6	May	2010	to	shareholders	listed	on	the	
share register on 9 April 2010. 
 The amounts recognised as distributions to equity holders were as follows:
       2009 2008 2009 2008
       p/share p/share £’m £’m
Interim dividend, relating to 2009/2008     1.00 2.40 16.5 34.8
Final dividend, relating to 2008/2007    0.60 3.50 9.5 50.5
       1.60 5.90 26.0 85.3

Dividends payable to employee share ownership trusts are excluded from the amounts recognised as distributions in the table above.
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V. Investments

(a) Investments in subsidiary undertakings
								        Shares	 Loans	 Total 
Cost							       £’m	 £’m	 £’m
At 1 January 2009						      821.3	 614.6	 1,435.9
Additions						      –	 25.7	 25.7
Disposals						      –	 (109.7)	 (109.7)
Foreign exchange						      –	 (10.7)	 (10.7)
At 31 December 2009						      821.3	 519.9	 1,341.2

Impairments
At 1 January 2009						      (6.3)	 –	 (6.3)
At 31 December 2009						      (6.3)	 –	 (6.3)

Net book value
At 31 December 2009						      815.0	 519.9	 1,334.9
At 31 December 2008						      815.0	 614.6	 1,429.6

(b) Investments in subsidiary undertakings held-for-sale
										          £’m
At 1 January 2009								        89.4
Disposals								        (89.4)
At 31 December 2009								        –
At 31 December 2008								        89.4

Held-for-sale investments represented 89,426,300 unlisted preference shares and 11 unlisted ordinary shares of Logica (Jersey) 2008 Limited,  
a wholly owned subsidiary undertaking. These preference shares were redeemed by Logica (Jersey) 2008 Limited on 28 April 2009.

(c) Principal subsidiary undertakings

The Directors consider that to give full particulars of all subsidiary undertakings would lead to a statement of excessive length. A full  
list of subsidiary undertakings at 31 December 2009 will be annexed to the Company’s next annual return. At 31 December 2009,  
the Company held, directly or indirectly, 100% (except where shown) of the ordinary issued share capital of the following principal  
subsidiary undertakings:

Incorporated in England:
Logica UK Limited 
Logica IT Services UK Limited* 
	
Incorporated in the Netherlands:
Logica Nederland BV*
Logica Holding Nederland BV*
Logica Business Process Outsourcing BV*

Incorporated in Norway:
Logica Norge AS*
	
Incorporated in Finland:
Logica Suomi OY*
	
Incorporated in Denmark:
Logica Danmark AS*
	
Incorporated in Australia:
Logica Australia Pty Limited*
	
Incorporated in the United States:
Logica North America Inc*
	
Incorporated in India:
Logica Private Limited*
* Subsidiaries not directly held by the Company.

Incorporated in Brazil:
Logica América do Sul Soluções de Technologica Ltda*
Logica Comércio e Serviçios de Informática América do Sul Ltda 

Incorporated in Sweden:
Logica AB*
Logica Sverige AB*
Logica Infrastructure Management AB* 
(formerly Logica Infra Solutions AB)

Incorporated in the Czech Republic:
Logica Czech Republic Sro*

Incorporated in France:
Logica France SAS*

Incorporated in Belgium:
Logica Belgium NV/SA*

Incorporated in Portugal:
LogicaTI Portugal SA*

Incorporated in Germany:
Logica Deutschland GmbH & Co KG*
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VI. Debtors
         2009 2008
         £’m £’m
Amounts due from subsidiary undertakings      440.5 249.5
Deferred tax asset (Note VIII)       4.5 5.1
Corporation tax recoverable       0.2 0.1
Other debtors       7.0 0.2
         452.2 254.9

The	Directors	estimate	that	the	carrying	value	of	financial	assets	within	debtors	approximated	their	fair	value.	Amounts	owed	by	Group	
undertakings are unsecured, repayable on demand and for amounts falling within formalised loan agreements, interest bearing.

VII. Creditors
         2009 2008
         £’m £’m
Amounts falling due within one year 
Bank overdraft       0.3 1.0
Amounts due to subsidiary undertakings      0.4 89.7
Social security and other taxes       – 0.3
Derivative	financial	instruments	 	 	 	 	 	 	 – 15.7
Accruals and other creditors       3.2 3.1
         3.9 109.8

The	Directors	estimate	that	the	carrying	value	of	financial	liabilities	within	creditors	approximated	their	fair	value.

VIII. Deferred tax

The movement on the deferred tax asset during the year was as follows:
          £’m
At 1 January 2009        5.1
Debit	to	the	profit	and	loss	account	 	 	 	 	 	 	 	 (0.6)
At 31 December 2009        4.5

At 31 December, deferred tax was recognised as follows:
         2009 2008
         £’m £’m
Other	financial	liabilities	 	 	 	 	 	 	 4.5 5.1
         4.5 5.1
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IX. Share capital
									         2009	 2008
Authorised							       £’m	 £’m
2,250,000,000 (2008: 2,250,000,000) ordinary shares of 10 pence each				    225.0	 225.0

			   2009	 2008
Allotted, called-up and fully paid			   Number	 £’m	 Number 	 £’m
At 1 January			   1,598,359,521	 159.8	 1,457,646,079	 145.8
Allotted under share plans			   2,256,285	 0.2	 5,713,442	 0.5
Shares issued			   –	 –	 135,000,000	 13.5
At 31 December			   1,600,615,806	 160.0	 1,598,359,521	 159.8

The Company has one class of authorised and issued share capital, comprising ordinary shares of 10p each. Subject to the Company’s 
Articles of Association and applicable law, the Company’s ordinary shares confer on the holder: the right to receive notice of and vote at 
general meetings of the Company; the right to receive any surplus assets on a winding-up of the Company; and an entitlement to receive 
any dividend declared on ordinary shares. 
	 During the year 2,256,285 new ordinary shares, with a nominal value of £225,628 were issued under employee share plans as follows:

									         Exercise
									         price	 Number
Year of grant of option							       p/share	 exercised
2002								       107.23	 9,101
2006								       –	 2,232,760
2008								       90.00	 9,957
2009								       54.00	 4,467

During the year 12,813,706 options were granted over un-issued and existing shares under employee share option plans at a price of 54p 
and are exercisable in 2012. Options granted under SAYE plans were granted at 20% below market price.
	 During the year, awards were made over 1,174,385 shares under the Employee Equity Partnership Plan (EmEPP), 1,620,707 shares 
under the Executive Equity Participation Plan 2006 (ExEPP 2006), 9,703,006 shares under the Long Term Incentive Plan (LTIP), and 
provisional awards of 1,456,722 under the Performance Multiplier Plan and 2,590,313 under the Partners Incentive Plan. The provisional 
awards relating to 2008 were replaced with grants during 2009. Disclosures related to Company’s share-based payments arrangements 
are included in Note 37 of the consolidated financial statements.
	 At 31 December 2009, there were rights to the allotment of 52,932,993 shares under employee share plans at prices ranging from  
0p to 2,288p, exercisable between 2010 and 2014. At 31 December 2008, there were rights to the allotment of 45,895,556 shares under 
employee share plans at prices ranging from 0p to 2,288p, exercisable between 2009 and 2014. 
	 The Company holds treasury shares in a discretionary trust which was set up for the benefit of Logica employees. The trust purchases 
the Company’s shares in the market for use in connection with the Group’s all-employee and discretionary share option plans and equity 
partnership/participation plans.
	 At 31 December 2009, the employee trust owned 12,930,222 shares (2008: 13,659,965) with a nominal value of £1.3 million (2008: 
£1.4 million). Of this holding, 705,369 shares were under option to employees (2008: 1,604,531), 4,652,953 were held for the equity 
partnership plans (2008: 2,403,136), 962,132 were held for the RSA award to Andy Green (2008: 1,407,325) and 2,562,683 were held in 
respect of the Partners Incentive Plan (2008: nil).
	 The trustees of the Logica ESOP Trust have agreed to waive the right to future dividends on ordinary shares held by the Trust except for 
a nominal amount. At 31 December 2009 and 2008, the nominal amount payable to the Trust was 0.001p per share. Waiver of dividends 
payable during the year amounted to £0.8 million (2008: £0.8 million). The market value of the shares owned by the Trust, based on the 
mid-market price at 31 December 2009 was £14.7 million (2008: £9.4 million).



130

Financial statements › Company financial statements

X. Capital and reserves
	 		 	 	 	 Share	 Profit	and	 	 Capital
    Share premium loss Treasury redemption Special
    capital account account shares reserve reserve Total
    £’m £’m £’m £’m £’m £’m £’m
At 1 January 2008  145.8 1,098.9 260.1 (35.1) 8.4 23.3 1,501.4
Net	profit	for	the	year	 	 –	 –	 153.5	 –	 –	 –	 	153.5
Shares issued, net of expenses  13.5 – – – – 75.9 89.4
Allotted under share plans  0.5 2.6 – – – –  3.1
Dividends paid  – – (85.3) – – – (85.3)
Share-based payment  – – 2.3 – –  –  2.3
At 1 January 2009  159.8  1,101.5 330.6 (35.1) 8.4  99.2  1,664.4
Net	profit	for	the	year	 	 –	 –	 138.8	 –	 –	 –	 	138.8
Allotted under share plans  0.2 – (0.2) – – –  –
Dividends paid  – – (26.0) – – – (26.0)
Transfer of realised reserve  – – 75.9 – – (75.9)  –
Share-based payment  – – 1.4 – – –  1.4
Stamp duty refund  – 5.6 – – – –  5.6
At 31 December 2009  160.0  1,107.1  520.5  (35.1)  8.4  23.3  1,784.2

Capital redemption reserve
The capital redemption reserve was a non-distributable reserve and contained the nominal value of the shares re-purchased and cancelled.

Treasury shares
Logica	plc	holds	shares	in	the	Logica	ESOP	Trust.	The	Trust	was	set	up	for	the	benefit	of	Logica	employees.	The	Trust	purchases	the	Company’s	
shares in the market for use in connection with the Group’s employee share plans. The amount shown in the treasury shares reserve at  
31 December 2009, which related solely to shares purchased and disposed of by the Trust, would be deducted in determining the amount  
the Company had available for distribution at that date.

Special reserve
The special reserve represented the reduction of the share premium account following the High Court’s agreement in 1988 and 
adjustment for fair value of the investment in subsidiary held for disposal. During 2008 the Group issued 135 million shares which led to  
an increase in the special reserve of £75.9 million. During 2009, merger reserve of £75.9 million was realised on redemption of preference 
shares	by	Logica	(Jersey)	2008	Limited,	a	group	company,	and	hence	transferred	to	Profit	and	loss	reserve.	

XI. Reconciliation of movements in shareholders’ funds
         2009 2008
         £’m £’m
Profit	for	the	financial	year		 	 	 	 	 	 	 138.8 153.5
Dividends paid       (26.0) (85.3)
         112.8 68.2
Shares issued during the year, net of expenses      – 16.6
Other movements in reserves       7.0 78.2
Net increase in shareholders’ funds for the year      119.8 163.0
Shareholders’ funds at the beginning of the year      1,664.4 1,501.4
Shareholders’ funds at the end of the year      1,784.2 1,664.4

XII. Contingent liabilities

The Group’s subsidiaries and the Company are currently, and may be from time to time, involved in a number of legal proceedings including 
inquiries from or discussions with governmental and taxation authorities. Whilst the outcome of current outstanding actions and claims 
remains	uncertain,	it	is	expected	that	they	will	be	resolved	without	a	material	impact	on	the	Group’s	financial	position.	The	Company	has	
guaranteed certain contracts in the normal course of business and bank borrowings of its subsidiaries.

XIII. Related party transactions

The Company has taken advantage of the exemption in FRS 8 ‘Related Party Transactions’ from disclosing transactions with other 
members of the Group headed by Logica plc. Transactions with the Directors of the Company are disclosed in the Remuneration 
Committee report on pages 55 to 69. There were no other related party transactions during the current or prior year.
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Euro translation of selected financial information (unaudited)

The Group has presented a translation of the consolidated statement of comprehensive income, statement of financial position and 
statement of cash flows into euros to assist users of the financial statements more familiar with that currency. The statement of 
comprehensive income and statement of cash flows in euros have been calculated by converting the consolidated sterling figures to  
euros at an average rate of €1.12 to £1 (2008: €1.25 to £1) except the opening and closing net cash balance in the statement of cash  
flow, which uses the same rates as used in the statement of financial position as mentioned below. The statement of financial position  
has been calculated by converting the pound sterling figures to euros at the closing rate of €1.13 to £1 (2008: €1.03 to £1).

Euro translation of consolidated statement of comprehensive income
For the year ended 31 December 2009
									         2009	 2008
									         €’m	 €’m
Revenue							       4,145.8	 4,485.0
Net operating costs							       (4,071.5)	 (4,377.0)
Operating profit							       74.3	 108.0
Analysed as:

Operating profit before exceptional items	 	 	 	 	 	 205.9	 223.4
Exceptional items							       (131.6)	 (115.4)
Operating profit	 	 	 	 	 	 	 74.3	 108.0
Finance costs							       (40.1)	 (66.6)
Finance income							       12.9	 12.5
Share of post-tax profits from associates	 	 	 	 	 	 0.6	 0.9
Profit before tax							       47.7	 54.8
Taxation							       (2.8)	 (6.2)
Net profit for the year							       44.9	 48.6

Other comprehensive (expense)/income
Exchange differences on translation of foreign operations	 	 	 	 	 (104.6)	 458.0
Interest rate swaps fair value difference	 	 	 	 	 	 (0.2)	 –
Actuarial (losses)/gains on defined benefit plans	 	 	 	 	 	 (66.0)	 41.8
Tax on items taken directly to equity							      17.7	 (9.0)
Other comprehensive (expense)/income for the period, net of tax	 			   (153.1)	 490.8
Total comprehensive (expense)/income for the period					     (108.2)	 539.4

Profit attributable to:
Owners of the parent							       44.9	 48.3
Non-controlling interests							       –	 0.3
									         44.9	 48.6

Total comprehensive (expense)/income attributable to:
Owners of the parent							       (107.0)	 535.3
Non-controlling interests							       (1.2)	 4.1
									         (108.2)	 539.4

Earnings per share							       cents/share	 cents/share
– Basic							       2.8	 3.3
– Diluted							       2.8	 3.2
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Euro translation of consolidated statement of financial position (unaudited)
31 December 2009

See page 131 for basis of translation.
         2009 2008
         €’m €’m
Non-current assets
Goodwill       2,128.5 2,054.0
Other intangible assets       275.0 365.0
Property, plant and equipment       150.1 153.5
Investments in associates       2.9 3.1
Financial assets       14.0 14.2
Retirement	benefit	assets	 	 	 	 	 	 	 31.0 64.0
Deferred tax assets       84.5 60.9
         2,686.0 2,714.7
Current assets
Inventories       1.2 0.7
Trade and other receivables       1,277.1 1,406.7
Current tax assets       3.5 17.2
Assets	classified	as	held-for-sale	 	 	 	 	 	 	 1.7 –
Cash and cash equivalents       157.4 130.7
         1,440.9 1,555.3
Current liabilities
Other borrowings       (280.1) (11.0)
Trade and other payables       (1,121.7) (1,232.5)
Current tax liabilities       (66.1) (64.0)
Provisions       (77.2) (37.5)
         (1,545.1) (1,345.0)

Net current (liabilities)/assets       (104.2) 210.3
Total assets less current liabilities      2,581.8 2,925.0
   
Non-current liabilities
Borrowings       (205.7) (571.0)
Retirement	benefit	obligations	 	 	 	 	 	 	 (94.5) (65.1)
Deferred tax liabilities       (85.1) (122.9)
Provisions       (51.2) (48.5)
Other non-current liabilities       (1.4) (1.0)
         (437.9) (808.5)
Net assets       2,143.9 2,116.5

Equity
Share capital       180.8 164.6
Share premium account       1,251.0 1,134.5
Reserves       712.0 803.6
Total shareholders’ equity       2,143.8 2,102.7
Non-controlling interests       0.1 13.8
Total equity       2,143.9 2,116.5
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Euro translation of consolidated statement of cash flows (unaudited)
For the year ended 31 December 2009

See page 131 for basis of translation.
									         2009	 2008
									         €’m	 €’m
Cash flows from operating activities
Net cash inflow from trading operations	 	 	 	 	 	 395.9	 495.4
Cash outflow related to restructuring and integration activities	 	 	 	 	 (75.5)	 (52.3)
Cash outflow related to business held for disposal	 	 	 	 	 	 (6.6)	 –
Cash generated from operations							       313.8	 443.1
Finance costs paid							       (37.6)	 (49.2)
Income tax paid							       (21.7)	 (19.1)
Net cash inflow from operating activities						      254.5	 374.8

Cash flows from investing activities
Finance income received							       6.9	 9.0
Dividends received from associates							       0.8	 0.9
Proceeds on disposal of property, plant and equipment					     3.4	 0.7
Purchases of property, plant and equipment						      (38.5)	 (56.0)
Expenditure on intangible assets							       (27.8)	 (24.0)
Purchase of non-controlling interests						      (53.5)	 (52.6)
Acquisition of subsidiaries and other businesses, net of cash acquired 				    –	 (3.6)
Disposal costs of prior year disposals						      –	 (14.3)
Disposal of subsidiaries and other businesses, net of cash disposed				    0.8	 1.0
Net cash outflow from investing activities						      (107.9)	 (138.9)

Cash flows from financing activities
Proceeds from issue of new shares							       –	 115.6
Proceeds from bank borrowings							       22.7	 207.8
Repayments of bank borrowings							       (150.1)	 (120.8)
Repayments of finance lease principal	 	 	 	 	 	 (3.5)	 (4.0)
Proceeds from other borrowings							       –	 3.1
Repayments of other borrowings							       (1.8)	 (301.5)
Proceeds from forward contracts							       7.0	 (33.9)
Dividends paid to the Company’s shareholders						      (29.1)	 (106.6)
Net cash outflow from financing activities						      (154.8)	 (240.3)

Net decrease in cash, cash equivalents and bank overdrafts					     (8.2)	 (4.4)

Cash, cash equivalents and bank overdrafts at the beginning of the year				    125.1	 135.4
Net decrease in cash, cash equivalents and bank overdrafts					     (8.2)	 (4.4)
Effect of foreign exchange rates	 	 	 	 	 	 	 7.5	 (5.9)
Cash, cash equivalents and bank overdrafts at the end of the year	 			   124.4	 125.1
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Five year summary (unaudited)

The	five	year	financial	summary	below	includes	selected	information	on	a	calendar	year	basis,	which	has	been	extracted	from	audited	financial	
statements. The information for the years ended 31 December 2005 and 31 December 2006 was restated to show Telecoms Products as a 
discontinued operation.
      2005 2006 2007 2008 2009
      £’m £’m £’m £’m £’m
Revenue    1,579.4 2,420.7 3,073.2 3,588.0 3,701.6
Adjusted operating profit1    107.8 203.4 207.6 267.4 272.3
Operating profit before goodwill amortisation/ impairment 
  and exceptional items     106.8 165.8 132.9 178.7 183.8
Goodwill amortisation/impairment and exceptional items  0.5 (23.9) (23.2) (92.3) (117.5)
Share	of	post-tax	profits	from	associates	 	 	 1.4	 0.3	 1.2	 0.7	 0.5
Net	finance	costs	payable	 	 	 	 (16.2)	 (25.6)	 (26.8)	 (43.3)	 (24.2)
Profit/(loss) on ordinary activities before tax   92.5 116.6 84.1 43.8 42.6
Tax	on	profit/(loss)	on	ordinary	activities	 	 	 (28.2)	 (31.2)	 (5.4)	 (4.9)	 (2.5)
Profit/(loss) on ordinary activities after tax   64.3 85.4 78.7 38.9 40.1
Result from discontinued operation2    4.5 3.7 89.4 – –
Non-controlling interests    (3.0) (7.1) 1.8 (0.2) –
Profit/(loss) for the year attributable to ordinary shareholders 65.8 82.0 169.9 38.7 40.1
Closing number of employees from continuing operations  19,734 38,789  38,740 39,937  38,780
Turnover growth from continuing operations   11% 53%  27% 17%  3%
Adjusted operating margin from continuing operations3  6.8% 8.4%  6.8% 7.5%  7.4%
Adjusted basic earnings per share from continuing operations4, 5  7.0p 10.4p  10.2p 12.3p  12.5p
Dividends per share4, 6    5.31p 5.60p 5.80p 3.00p  3.30p
1		Adjusted	operating	profit	represented	operating	profit	from	continuing	operations	before	goodwill	amortisation	and	exceptional	items.	Adjusted	operating	profit	under	IFRSs	 
is	defined	in	Note	8	to	the	consolidated	financial	statements.

2  For the years ended 31 December 2005 to 31 December 2007, the result from discontinued operation represented the Telecoms Products operation, which was disposed on  
18 June 2007. 

3  The adjusted operating margin is from continuing operations before exceptional items and amortisation of those intangible assets initially recognised at fair value in a business 
combination.

4  Earnings per share and dividends per share have been restated for the bonus element of the rights issue that took place in November 2005.
5		Adjusted	basic	earnings	per	share	under	IFRSs	is	defined	in	Note	15	to	consolidated	financial	statements.	
6		Dividends	per	share	are	presented	according	to	the	financial	year	to	which	they	relate	rather	than	the	basis	of	recognition	for	accounting	purposes.	
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ShareGift
Do you have a small shareholding which  
is uneconomical to sell? You may want  
to consider donating it to ShareGift 
(Registered charity no. 1052686). Find  
out more at www.sharegift.org or call  
+44 (0)207 930 3737.

How to get in touch
Our registrars can be contacted  
regarding all shareholding queries.

Capita Registrars 
Northern House 
Woodsome Park 
Fenay Bridge 
Huddersfield 
HD8 0GA 
United Kingdom 
www.capitaregistrars.com

From the UK: 0871 664 0300 (calls cost 
10p per minute plus any charges your 
network provider makes; lines are open 
8.00am – 5.30pm, Mon – Fri). 

From outside the UK:  
+44 (0)20 8639 3399. 

Email: ssd@capitaregistrars.com  
Fax: +44 (0)1484 601512

Need to contact us directly?
Karen Keyes 
Head of Investor Relations 
Tel: +44 (0)20 7446 4372 
Email: karen.keyes@logica.com

Lucy Driver 
Investor Relations Assistant 
Tel: +44 (0)20 7446 1338 
Email: lucy.driver@logica.com

Our investor website is at  
www.logica.com/investors

Logica plc 
Registered office: 
250 Brook Drive 
Green Park 
Reading 
RG2 6UA 
United Kingdom

Registered in England
No. 1631639

access information that is not sent out by 
post, including half year results, trading 
statements, results presentations, news 
updates and more. This can be found on 
our website www.logica.com/investors

Managing your shares
Dividend mandating 
If you are still receiving cheques for your 
dividend payments, why not let us pay the 
money straight into your bank account? 
You will then have the cleared funds on 
the payment date. Those selecting this 
payment method will receive a consolidated 
tax voucher shortly before the end of 
each tax year. We can send a tax voucher 
with each payment, if preferred. To change 
how you receive your dividends either log 
on to: www.logica-shares.com or 
contact Capita.

Dividend Reinvestment Plan (DRIP)
Logica has a DRIP which allows shareholders 
in the UK and other unrestricted countries 
to reinvest their dividends directly into 
Logica shares. This service is provided  
by Capita IRG Trustees Limited (CIRGT).  
If you are eligible and decide to participate 
in the DRIP, your dividends will be used  
by CIRGT to buy shares in Logica plc on 
your behalf. Any of your left over dividend 
which is insufficient to purchase a whole 
share will be carried forward and held, 
without interest, in a Client Money bank 
account. To find out more about the DRIP 
or to apply to participate in it, please 
contact Capita. 

Dividend currency conversion
Our registrars are now able to convert 
your sterling dividends into a number of 
international currencies, including Euros, 
US$ and others, at competitive rates. 
They can then either arrange for these 
funds to be sent to you by currency draft 
or can pay them direct into your bank 
account. More details, including the 
currencies available, can be obtained by 
contacting Capita’s currency service on 
+44 (0)20 8639 3405 or by visiting their 
website www.capitaregistrars.com/
international 

Key dates for your  
diary in 2010
24 February FY09 results announced

31 March Annual report and accounts 
and AGM Notice published 

7 April Ex-dividend date

9 April Record date to be eligible for the 
final dividend

5 May AGM and Q1 interim management 
statement

6 May Final dividend paid to shareholders

6 August Interim results announced

15 September Ex-dividend date

17 September Record date to be eligible 
for the interim dividend

15 October Interim dividend paid  
to shareholders

3 November Q3 Interim management 
statement 

Shareholder information 
and services online
In line with our Corporate Responsibility 
programme, we actively encourage 
shareholders to help reduce the amount 
of paper we send out. Electing to receive 
shareholder communications electronically 
also has the added benefit that it should 
get to you more quickly. You will not only 
receive updates on statutory publications 
or communications, but on new 
shareholder information and Logica’s 
online Annual report and accounts and 
other Company information. 
	 To register for this service, please  
go to www.logica-shares.com, select 
‘Registration’, and follow the on-screen 
prompts. You will be asked to enter a 
unique ‘Investor Code’, which can be 
found on dividend tax vouchers or share 
certificates, or which can be obtained by 
contacting Capita Registrars using the 
contact details below. Should you change 
your mind at a later date, you may cancel 
your request by contacting Capita.
Investors and shareholders can also 

Talking to us
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Group Key  
Performance Indicators (KPIs )

Title

Our KPIs were unchanged in 2009. For 2010 we intend  
to update them to align to our updated plan.

Definition Rationale

Balanced market 
sector profile

P8-11

Adjusted earnings  
per share (EPS)

P19

Book to bill
P••P••P••P19

Pro forma  
revenue growth

P19

Percentage of revenue 
from outsourcing

P23

Adjusted operating 
margin

P••P••P••P19





















 

Key Performance Indicators (KPIs) 

Revenue for each market sector (Financial 
Services, Energy and Utilities, Telecoms and 
Media, Industry, Distribution and Transport, 
Public Sector) as a percentage of Group revenue.

Orders booked in a period divided by revenues  
in the period. 

Percentage growth in revenue in the current  
year compared to revenues on a like-for-like basis 
in the previous year, e.g. taking into account the 
impact of acquisitions, divestments and currency 
movements.

Revenue from outsourcing contracts  
as a percentage of Group revenue.

Adjusted operating profit as a percentage of 
revenue. Adjusted operating profit is operating 
profit excluding the results of discontinued 
operations, exceptional items and amortisation  
of intangible assets initially recognised at fair 
value in a business combination, whenever  
such items occur.

A balanced market sector profile (with a goal that 
no sector accounts for less than 10% or more 
than 30%) ensures that Group revenue and profit 
is less susceptible to any one segment. While in 
difficult years, this may vary somewhat, a sizeable 
revenue base in each sector justifies continuing 
investment in domain expertise which 
differentiates Logica versus its peers, winning 
business and underpinning profitability.

Provides visibility of future revenue. A book to bill 
above 100% means that the Company continues 
to build good order pipeline for future delivery. 

Provides a measure of our ability to grow 
revenue. This demonstrates our ability to take 
advantage of market growth, to use scale to 
generate market share and to leverage our  
global delivery capability to expand revenue.

Longer-term value-added outsourcing contracts 
represent a more predictable revenue stream, 
assuming good project and risk management.  
The investment in outsourcing announced in 
2008 is aimed at growing revenue from 
outsourcing faster than overall Group revenue 
growth. Our goal is to grow revenue from 
outsourcing from our current level of 37%.

This measure is used to compare quality  
of earnings with those of our peers and to 
determine performance against our medium-
term strategic objectives of delivering 
sustainable double digit adjusted operating 
margin.

Net earnings attributable to equity holders of the 
parent company excluding, whenever such items 
occur, the result of discontinued operations, 
exceptional items, mark-to-market gains and 
losses on financial assets and financial liabilities 
designated at fair value through profit or loss, 
and amortisation of intangible assets initially 
recognised at fair value in a business 
combination, net of tax where applicable, divided 
by the weighted average number of shares 
outstanding in the period.

EPS is an important measure for shareholders of 
the earnings generated by the business, after the 
effect of interest and tax.
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Title Definition Rationale

Employee attrition
P30

Client satisfaction
P15

Nearshore and offshore 
headcount

P15





















Cash conversion
P19

 

Cost savings reinvested  
in future growth

P14

Employee satisfaction
P75

Annualised voluntary attrition measured by 
number of voluntary leavers as a percentage of 
the total employee population. There will always 
be a natural level of voluntary attrition due to 
people retiring, decisions to change careers and 
a competitive marketplace.

A weighted mean score for key questions in the 
annual Logica employee survey. 

A weighted mean score for key questions in the 
revised annual Logica client survey. 

The headcount based in Logica’s nearshore and 
offshore centres which, during 2008 and 2009, 
were: India, Philippines, Malaysia, Morocco, 
Central and Eastern Europe.

Retention of employees, alongside ongoing 
training and development, ensures that we are 
maintaining and upgrading the domain expertise 
which is a key differentiator for us. It also 
measures our managers’ ability to retain their 
employees in a buoyant market. Slowing attrition 
can be an important indicator of employees’ 
concern about job security.

Assuming the response rate remains unchanged, 
the weighted mean score is a measure of overall 
staff ‘engagement’ with Logica and the change in 
satisfaction from year to year.

Client satisfaction is a key objective. The 
weighted mean score is a measure of the overall 
effectiveness of our engagement with our clients 
and the change in satisfaction from year to year.

A key component of the Programme for Growth 
is to respond more rapidly to a globalising 
industry by accelerating blended delivery. We 
expect our nearshore and offshore headcount  
to reach around 25% of total headcount over  
the medium term.

The net cash inflow from trading operations 
divided by adjusted operating profit (see adjusted 
operating margin KPI).

A measure of the ability to generate cash from 
operations. The ability to convert profit to cash  
is based on an internal discipline of focus on  
cash and the strength of the internal collections 
mechanism, and is a proxy for strength of 
relationships with clients. Cash conversion  
is an important component of free cash flow  
and therefore an important determinant of the 
Company’s ability to repay its debt.

A programme of significant cost reductions  
is taking place, in order to fund a number of 
investments which will deliver sustainable 
revenue growth (for more details of cost savings 
and reinvestments, see pages 14 to 15).

We now aim to deliver annualised savings of  
£145 million from 2011 (up from our original target 
of £80 million) with £50 million of those cost 
savings being invested in increased sales and 
marketing expense by 2010 to deliver more 
sustainable long-term revenue growth and an 
improvement in adjusted operating margin. This 
metric is closely linked to metrics on pro forma 
revenue growth and adjusted operating margin.
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Logica is creating sustainable value  
for shareholders, clients and our people.  
Find out how at: http://delivering.logica.com
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