



















































































































































































































































































































































































Governance

Key stakeholders considered Link to Principal Risks Link to strategic priorities

4 (2] (8 ocoe D) () (@) 9 (@)

Review of Sage’s core corporate policies and procedures including the Code of Conduct; Anti-Bribery and
Corruption Policy; External Communication Policy; Health and Safety Policy; Whistleblowing Policy;
Board Diversity, Equity and Inclusion Policy; Sanctions Policy and Share Dealing Code

* Review of Matters Reserved for the Board and the Board rolling agenda

* Annual effectiveness review and evaluation

* Review of Board Committee Terms of Reference and ensuring ESG governance is embedded in Board and
Committee ways of working

* Annual Report and Accounts review and approval

* Annual General Meeting

* Annual review of Sage stakeholders

* Litigation updates

* Modern Slavery Statement review and approval

* Review of insurance programme and Directors and Officers liability insurance

ESG

Key stakeholders considered Link to Principal Risks Link to strategicpriorities

HEA seccoooe Ef[E] 5w

Review of Sage’s Sustainability and Society Strategy including ESG frameworks, materiality assessment review
and stakeholder insights

» Sustainability and Society Report received

* Review of climate change risks for Sage

* Annual review of Sage Foundation activities

* Sage Belong update received

Cyber threat

Key stakeholders considered Link to Principal Risks Link to strategicpriorities

@@ R 000000000000 [ (@

* ChiefInformation Security Officer Updates
« Engagement sessions with colleagues from Cyber, Risk, IT and Data
* Cyber deep dive looking across the Secure Product Development Lifecycle and the stages of a ransomware attack
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Corporate governance report continued

How the
Board
monitors
culture

Promoting a positive culture

The Board recognises the importance of a good culture
and the role it plays in delivering the long-term success of
the Company. Sage colleagues want to work for a company
that values them and provides them with the opportunity
to be themselves and to thrive. The Board and Executive
Leadership Team strive to create a positive culture at
Sage, providing colleagues with the opportunity to grow,
experiment and innovate in an inclusive environment.

To create the right culture, it is important that colleagues
live and breathe Sage’s values, and this starts with

our leaders. The Board sets the tone from the top to
demonstrate and promote these values, which are
acritical element in achieving our purpose of knocking
down barriers so everyone can thrive. The Board uses
several tools to monitor the culture, listen to colleagues
and act on what they say. This includes colleague
representation at Board meetings through the Board
Associate role and meeting colleagues at all levels of

the business during the Board engagement programme.
The table on the next page highlights some of these tools.

The DEI Accountability Board is chaired by the CEO and
comprised of the Executive Leadership Team, and is
accountable for delivery of the DEI strategy. Sage’s DEI
Advisory Board also plays an important role in helping to
shape an inclusive workforce that represents the different
cultures, circumstances and viewpoints of our colleagues,
customers, shareholders and society. The DEI Advisory
Board is made up of 12 members, including members

of the Executive Leadership Team and external experts,
who meet to discuss and challenge the DEI direction,

and to highlight best external practice to identify ways of
constantly improving and innovating our approach to DEI.

We do the right thing.

Human Bold

We make connections  We are curious,
with customers, courageous,
partners and ambitious and
colleagues, through creative.

empathy and care.
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Trust Simplify
We deliver our We strip away
promises to complexity.
customers,

colleagues, society
and shareholders.



How the Board monitors culture

Action taken

Link to culture

Regular updates on compliance,
including the annual review

of Sage’s core compliance policies

Key areas of compliance focus are highlighted at Board meetings, which
allows the Board to understand potential issues and target effort in the right
places. Annual review of policies gives the Board visibility of the compliance
culture at Sage.

Your Voice Pulse Surveys

In September 2022, the highest ever Pulse Survey completion rate was achieved
with 86% of colleagues taking time to share their feedback on Sage’s culture.
Both the core metrics measured in the Pulse Survey, eSat and eNPS, increased
since the survey in March 2022, with eSat up 2 points to 79 and eNPS up

10 points to +28. The survey results support the Board’s understanding of
colleague sentiment across the Group and provide direct feedback to the
Board on areas which can be improved.

Colleague representation at
Board meetings through the
Board Associate and further
engagement as part of the
Board engagement programme

The Board Associate plays a crucial role in bringing the colleague voice into
the Boardroom and educating colleagues on the role of the Board at Sage.
You can read more about the role of the Board Associate and Board
engagement activities on pages 126 and 127.

Speak up for Sage

InFY22, colleagues were encouraged to Speak up for Sage by leaving
aGlassdoor review. The Glassdoor data supplements the other methods that the
Board utilises to better understand what is done well and what could be done
differently for colleagues to feel happy, valued, and supported. A positive score
on Glassdoor helps colleagues to feel proud to be part of Sage and also helps to
attract new talent. Together, colleagues have a powerful voice, and during the
Speak up for Sage week in Q4, the Global Rating on Glassdoor increased back up
to 4.2 out of 5stars. In FY22, for the second year in a row, Sage was awarded the
Glassdoor Employees’ Choice Award, honouring the UK’s Best Places to Work in
2022. This recognition supports the Board’s understanding of the type of culture
that is being experienced by colleagues at Sage everyday.

Deep dive on People Strategy
and Succession Planning

The Board received an update on the People strategy on a regular basis,
including updates on key metrics such as colleague attrition. Sessions on talent
and succession planning for senior management roles also take place.

Informal conversations with
colleagues at engagement
day programmes and in small
group sessions

Informal interactions allow the Board to speak with Sage colleagues directly
and understand what matters most to them. The Board is available to answer
questions from colleagues during engagement sessions. Sage colleagues can
also contact the CEO directly via the AskSteve email address and ask
guestions during Sage TV Live Q&A.

Culture case study

Symbols of change—Our values

Sage’s values have implications for all stakeholders and
play a key role in sustaining high performance, driving
innovation and attracting and retaining talent. During
the year the Sage values were evolved and approved by
the Board, to support the strategic framework and the
refreshed brand. Thousands of Sage colleagues took

part in a crowdsourcing exercise to help shape the
refreshed values and behaviours. Almost 10,000 votes
were received from colleagues across the business, which
were combined together with leader interviews, customer
insights and focus groups, to develop four new values:

Human, Trust, Bold, and Simplify. Living these values
starts at the very top at Sage, with the Board and
Executive Leadership Team. The Board recognises that
the values differentiate Sage from its competitors and
most importantly, that they play a huge part in how

Sage truly delivers for all stakeholders to achieve its
purpose and deliver on its strategic priorities. “We do the
right thing” is a core value and will continue to guide
behaviour and how Sage colleagues serve all stakeholders.
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Corporate governance report continued

Our Board Associate

Derek Taylor
Board Associate

The Board Associate role continues
to be a powerful tool to hear the
colleague voice in the Boardroom,
contributing to Board discussions
and decision making.

Derek Taylor, our new Board
Associate, began his 18-month
tenure in July 2022.

126 The Sage Group plc. Annual Report and Accounts 2022

During the application stage, an exceptionally

strong pool of Sage colleagues applied for the role

and participated in a rigorous recruitment process,
comprising four rounds. Derek ultimately stood out

with his thoughtfulness and insight, his candour and

his deep knowledge of SaaS and the Sage Intacct
business. He brings a powerful perspective to Boardroom
discussions by seeing things through a business, customer
and colleague lens. Derek joined Sage Intacct in 2012 and
was promoted to Senior VP Customer Services and Sales
in 2021. He leads a team of over 200 colleagues and
focuses ondriving process change and innovation to
deliver new products and improve customer satisfaction.

On the next page, he talks about his experience of
being appointed as Sage’s fourth Board Associate,
bringing to life his unique position of being the voice
of Sage colleagues.



The Board Associate role is a unique and important
position at Sage and the thorough appointment process
reinforced the importance of the role to me. Each stage
of the appointment process was a positive, challenging
and enlightening experience. It required me to think
about other parts of the Sage business where | did not
have in-depth knowledge or understanding (as | do with
Sage Intacct). When the selection process opened in 2022,
the management team received over thirty applications
for the role. Those applicants who made it through to
round two (approximately half of the initial submission
pool), were required to submit a five-minute video in
response to five questions. The next stage of the process
further narrowed down the candidates, with shortlisted
candidates interviewed by Vicki Bradin, General Counsel
and Company Secretary, Amanda Cusdin, Chief People
Officer and Andrew Duff, Chair of the Sage Board.

The final shortlisted candidates were interviewed by
three Non-executive Directors, which culminated in
the appointment of myself, as the new Board Associate.
I was delighted and honoured to be selected for the role.

| found the Board Associate onboarding process to be
comprehensive with a thorough induction, which spanned
across the various pillars of the business. Together with
my board experience gained at other companies, this
helped me to quickly acclimate to the Board Associate
role. | also received overwhelming support, not only from
all Board members and the Executive Leadership Team,
but also from all the other short-listed colleagues.

Since being appointed to the Board Associate role, | have
attended two Board meetings (in July and September
2022) and have had the opportunity to engage in several
one-on-one discussions with all Board members.

In July, I also had the pleasure of hosting Derek Harding,
Non-executive Director, for an engagement day prior to
the July Board meeting in our San Jose office. | was truly
impressed with his level of engagement and interest in
learning about our business. This was demonstrated

by Derek attending various meetings in Sage Intacct
throughout the day, including a Customer Services &
Sales Quarterly Town Hall, our Customer Success monthly
update session and an informal colleague lunch with

the North America team. | have seen how the Board’s
commitment to engaging with colleagues is also
illustrated by their involvement and enthusiasm to
understand more about the Sage business at recent
colleague engagement sessions. At the Board engagement
session after the July Board meeting in San Jose,

Aziz Benmalek, President—North America, and his
leaders (myself included), presented to the Board about
the North American business. After the Board meeting

in September, in Newcastle, Paul Struthers, MD UKI &
EVP UKIA, and his leaders presented to the Board about
the UKI business. At all engagement sessions, the level
of attention and the questions raised by Board members,
demonstrated a desire to truly understand the Sage
business and how the company and colleagues within

it can be more successful.

My role as Board Associate is to provide colleague
feedback to the Board. | will continue to evolve how

I provide the Board with colleague insight on topics

that the Board may want to hear about from colleagues and
that colleagues may want to share with the Board. In FY23,
lintend to develop a clearer mandate to the scheduling

of Board Associate colleague engagement activities

(e.g., roundtables and working groups) with colleagues
from different regions and functions across the Group.

Through written summaries included in upcoming Board
meetings as part of the agenda, | am looking forward to
providing feedback on what I'm hearing, first hand,

to ensure that the role continues to provide a two-way
communication channel with the Board. | believe that this
creates greater understanding of the role of the Board
amongst colleagues and enables the Board to hear more
of our colleagues’ views.

“l would also like to take this
opportunity to thank all my
previous Board Associate
colleagues, for all the activities
undertaken to bring the voice of
our colleagues to the Boardroom.

It is an honour to be the current
Sage Board Associate and | look
forward to delivering on the
charter outlined for the role!”

Derek Taylor
Board Associate
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Corporate governance report continued

Board evaluation

Each year, the Board undertakes a rigorous review of its
own effectiveness and performance, and that of its
Committees and individual Directors. At least every three
years, the evaluation is externally facilitated. In FY22,

an external effectiveness review was undertaken.

Independent Board Evaluation (“IBE”), an external
independent evaluator, was engaged to carry out this
activity, which took place between May and September
2022. IBE conducted the previous external evaluations in
2016 and 2019. The Board, following the recommendation
of the Nomination Committee, felt that retaining IBE for
athird review cycle would allow progress to be tracked
on priority areas of focus identified in the previous
effectiveness review. This would also enable Sage’s new
Chair, Andrew Duff to get the benefit of assessing Board

performance and progress as against previous external
evaluations. In addition, the Board was of the view that
IBE’s re-appointment was appropriate, taking into
account their knowledge of the Company and the
evolution of the Board, since the 2019 evaluation,
including the change in Board Chair. IBE has no other
connection with the Company or any of the Directors.
The evaluation was conducted according to the guidance
provided in the Code. The Board considered the results
of the evaluation and has separately assessed the
independence and time commitment of each Director.

It concluded that each Director’s performance continues
to be effective and that they demonstrate commitment
to their roles. These findings are fully considered when
making recommendations in respect of their election

or re-election to the Board.

Process planning

Step1l

The Board discussed the approach and the format for the
evaluation which resulted in IBE being appointed to conduct the
external evaluation. Acomprehensive brief was provided to the
evaluation team by the Chair, CEO and the Company Secretary in
Spring 2022. The evaluation team conducted its orientation and
finalised dates and a detailed agenda for the Board interviews.

Observation and interview process

Step 2

In May, the lead evaluator observed the Board and Committee
meetings and carried out areview of the Board and Committee
papers. Detailed interviews were held with each Board Director
according to the agreed agenda in May and June. The evaluation
team also interviewed five members of the senior management
team and the Company Secretary, as well as the lead external
remuneration advisors and external auditor to gain a broader
perspective of the Board and its workings, including

the Committees.

128 The Sage Group plc. Annual Report and Accounts 2022

Evaluation and reporting

Step 3

The findings of the evaluation were discussed with the Chair
and the Company Secretary and finalised into a report. IBE
presented the findings of the effectiveness review at the
September Nomination Committee meeting, which was attended
by the Board*. A report on the Chair’s performance was presented
to the Senior Independent Director and the results discussed

at a meeting of the Non-executive Directors without the Chair
present. The Chair received feedback on individual Directors’
performance, which was followed by one-to-one meetings
between the Chair and each individual Director to discuss

the findings. Feedback on each Committee was presented to
each Committee Chair and was discussed at the relevant
Committee meeting.

Agree actions and monitor progress

Step 4

The Board considered the findings of the effectiveness review
and agreed on the priority areas noting that the action plans
would be built into the Board’s objectives, meeting agendas
and engagement activities for FY23, and progress against these
will be monitored and reported in the FY23 Annual Report.

1. Except the CFO, who was unable to attend due to personal reasons.



Key areas of focus identified in FY21

Monitor the investments, technology and talent needed to
deliver the new strategic framework across the Group

Understand execution challenges, key decisions to be taken
and Sage’s performance against its competitors over the
short to medium term. Evolve Sage’s annual Strategy Day

to better meet these objectives

Continue Board and executive succession planning, talent
development and embedding of diversity, equity and
inclusion objectives

Determine the appropriate governance structures for Board
and Board Committees to monitor the performance and
delivery of Sage’s Sustainability and Society strategy

Continue to find opportunities for the Directors to spend
time outside meetings with each other and also with senior
management, customers and partners

ProgressinFY22

Sessions on investment initiatives have enabled the Board
to gain better oversight on investment returns including
cost management, talent hires and alignment with
strategic priorities

The format of the Strategy Day session was evolved in FY22,
and the Board commented positively on the discussions held
on delivering Sage’s strategic priorities over the short,
medium and long term

Time has been spent on understanding competitive points
of differentiation in Sage products and services and how
these have been reflected in the refreshed brand, launched
inFY22

Board succession planning remained firmly on the agenda
(including gender diversity targets), with the Board

and Nomination Committee having initiated searches for
two new Non-executive Directors. Information on our recent
Board appointment can be found on page 108

The Board and the Committee annual rolling agenda was
adjusted to accommodate appropriate governance oversight
over sustainability. ESG governance was established and
embedded in the Board and its Committees’ ways of working.
The Terms of Reference of each Committee were refreshed to
ensure that the scope and remit are appropriately reflected

Strengthening relationships with all Sage’s stakeholders
continued to be a focus for the Board including the Chair
throughout the year

FY22 Board evaluation key observations

The Board provides strong support to and oversight of the
Executive Leadership Team

Positive Board culture and strong relationships were
highlighted with strong sense of accountability to
Sage’s stakeholders

The importance of increased face to face interactions post
Covid was stressed with a desire to build more informal/
unstructured interactions into Board activities

Induction programme for new Non-executive Directors to
be tailored further, particularly for first time Non-executive
Directors or those with more limited UK PLC experience

Focus on Board process to maximise the contribution
of adiverse Board. Greater visibility on the senior
management talent pool was sought

Providing further visibility on the competitive landscape
and focus on understanding the macro risk environment and
its potential impact on Sage

FY23 Key areas of focus

Continue to focus the Board’s time on overseeing execution
of the Group’s strategic priorities. Keep the focus on risk
management and continue to enhance understanding of
external and emerging risks. Maintain focus on Sage’s
competitive performance

Strengthen aspects of the Non-executive Director induction

programme and create ongoing education opportunities for

Board Directors on evolving technical areas (such as climate
change regulation). Provide more opportunities to hear from
non-Sage experts, so as to learn, challenge thinking and give
afresh perspective

Facilitate increased contact between the Board and the
business, and between the Non-executive Directors and
senior management colleagues. Consider building
unstructured time between Board and Committee sessions

Review Board succession planning activities to ensure an
appropriate balance of skills, knowledge, experience and
diversity. Broaden focus on development of talent and
succession mapping for Executive Leadership Team and
senior management. Maintain focus on exposure of the
Board to future leaders in the Group’s talent pipeline
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Co rpo rate governance repo rt
continued

Nomination
Committee

Andrew Duff
Chair of the Nomination Committee

The Committee is composed of two independent
Non-executive Directors, Mr Drummond Hall and

Dr John Bates, and is chaired by our Non-executive Chair,
Andrew Duff. There were no changes made to Committee
membership during FY22. Details of the skills and
experience of the Committee members can be found

in their biographies on pages 110 and 111.

m 5’_
|

Dr John Drummond
Bates Hall
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Dear shareholder,

I am pleased to present the report of the Nomination
Committee (the “Committee”), covering both the role of the
Committee and the work it has undertaken during the year.

The Committee has continued to play a critical role

in supporting the Board in discharging its succession
planning responsibilities; ensuring the Board is comprised
of an appropriate and diverse range of skills and experience
to support the Company’s long term success and to deliver
on our strategy for the benefit of our stakeholders.

During the year, a key area of the Committee’s work

has been on Board composition, with a strong focus

on rebalancing our gender diversity as we seek to meet
the targets set by the FTSE Women Leaders Review

and the Financial Conduct Authority Listing Rules, which
Sage will report against in FY23.

Both the Committee and the Board were mindful at

the beginning of FY22 that progress needed to be made
inrelation to the level of female representation on the
Board. This had fallen below our diversity aims due

to appointments made in FY21 to support the overall
evolution of our Board. Currently, we meet the targets
set by the Parker Review and we are committed to
continuing to do so. In May this year the Committee
initiated a search for a new Non-executive Director.

In July 2022, Irana Wasti decided to step down from the Board
after two years as a Non-executive Director to pursue another
executive opportunity. Irana’s departure from the Board
impacted our gender balance. The Committee commenced
asecond Non-executive Director search in August.

As stated in the Board’s Diversity, Equity and Inclusion
policy, it remains our priority to minimise any temporary
periods when the Board is unable to meet its diversity
commitments. The Committee and the Board fully support
diversity, equity and inclusion in all its dimensions and
recognise the important contribution it makes to high
quality decision making and innovative thinking.

In November 2022, the Committee recommended the
appointment of Maggie Chan Jones as a Non-executive
Director, which the Board subsequently approved. | am
therefore pleased to report that Maggie will be joining

the Sage Board on 1 December 2022. In making its
recommendation, the Committee took account of Maggie’s
skills and experience in the context of the wider Board
capabilities and its composition. Maggie’s independence,
other time commitments and any potential conflicts of
interest were also considered before making the



recommendation. The Committee is continuing its search
for asecond Non-executive Director to join the Sage Board
and | look forward to announcing progress on that
additional search in the near future.

Drummond Hall will have served as a Non-executive
Director on the Board for nine years by January 2023.

To support continuity in a period of Board evolution,

the Committee (without Drummond being present),
recommended to the Board the extension of Drummond’s
tenure for a further one year period until January 2024.

In making its recommendation, the Committee considered
the significant contribution Drummond brings to the
Board and its Committees, his experience and the valuable
knowledge and insight he has of Sage’s business and
strategy, along with his strong personal attributes. The
Committee also conducted a rigorous review of Drummond’s
independence, mindful of his long service, but also taking
account of his personal attributes and the challenge he
continues to bring to Board discussions. Following this
review, the Committee remains satisfied that Drummond’s
length of tenure does not impact his effectiveness or
independence in any way, that Drummond is independent
in character and judgement, and that he remains an
independent Director of Sage for the purposes of the Code.

In addition to Board succession, the Committee continued
to focus its attention (along with the Board) on succession
planning throughout the business. This included

Directors’ key skills and experience

For more information on the Committee’s Terms
of Reference, visit: https://www.sage.com

=

understanding the steps being taken to develop talent from
within Sage, as well as overseeing promotions and changes
made within the Executive Leadership Team during the year.

Diversity, equity and inclusion remained firmly on the
Committee’s agenda, both at a Board level but also as
regards monitoring progress by the Group in executing
against Sage’s DEIl strategy. | am pleased to report on the
progress made during the year in a number of key areas.
These include increasing our knowledge of the diversity
within our colleague base through data collection,
increasing gender diversity levels within teams and
supporting our colleagues to create a more inclusive culture
through our Colleague Success Networks. Further details
on these initiatives and FY22 achievements are set out on
pages 42 to 43 of this report.

This year the Company undertook an external effectiveness
review and evaluation of the Board, its Committees,
individual Directors and the Chair. Further information
on the outcome of the annual evaluation can be found

on pages 128 and 129.

I hope you find the information on the following pages
about the work of the Committee helpful and informative.

2D

Andrew Duff
Nomination Committee Chair

2 -
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Technology and innovation o o o o o o o
Remuneration and people o o o o o o o
Auditand risk o o o o o o o
Sustainability and environment o o o o
Strategy and M&A o o o o o o o
Customer centricity o o o o o o o o o
International experience o o o o o o o o o
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Corporate governance report continued

Committee purpose and responsibilities
The Committee is responsible for reviewing the structure,
size and composition of the Board, and ensuring that the
Board and its Committees have the most appropriate
balance of skills, knowledge, and experience, taking
account of each individual Director’s time commitment.
The Committee ensures that formal, rigorous, and
transparent procedures are in place for Board
appointments and that plans are in place for orderly
succession planning to Board positions. It oversees the
recruitment process and advises the Board on the
identification, assessment and selection of candidates;
drives the diversity, equity, and inclusion agenda, and
confirms that all appointments are made on merit against
the objective criteria. The Committee also provides
oversight on succession planning activities of senior
management. The importance of effective induction
isrecognised by the Committee, and it is responsible

for ensuring that a comprehensive induction programme
is delivered on the appointment of a new Non-executive
Director. The Committee also leads the annual evaluation
process of the Board.

Board and Board Committee composition
The Committee is comprised of two independent Non-
executive Directors, Drummond Hall and Dr John Bates,
and is chaired by our Non-executive Chair, Andrew Duff.
There were no changes made to Committee membership
during FY22. Details of the skills and experience of the
Committee members can be found in their biographies
on pages 110, 111 and 131.

The Committee held three scheduled meetings during
the year, in line with its Terms of Reference. There were
also unscheduled meetings during the year, at which

the Committee considered the developments in its
Non-executive Director succession planning activities.
InFY22, the Committee also considered the length of
service of the members of the Board, and the combined
capabilities, experience, and knowledge of the Directors
and Committees. Details of individual attendance at
scheduled meetings are set out on page 118.

132 The Sage Group plc. Annual Report and Accounts 2022

As noted in the Chair’s introduction to governance and
the Chair’s introduction to the Nomination Committee
Report, by January 2023, Drummond Hall will have served
on the Board for nine years. The Committee, without
Drummond Hall present, recommended to the Board the
extension of his tenure as a Non-executive Director for

a further 12 months in order to support continuity in
aperiod of Board evolution.

The Nomination Committee has considered the
significant contribution Drummond Hall brings, with his
key experience and valuable insights into Sage’s business
and strategy, along with his personal attributes and the
independent challenge he brings to Board discussions.
The Committee believes retaining Drummond Hall on the
Board, in his role as Senior Independent Director, and as
amember of each of the Audit and Risk, Nomination and
Remuneration Committees to be appropriate, and in the
interests of our shareholders during a time of evolution
for the Board. The Committee and the Board remain
satisfied, in accordance with the guidance provided

by the Code, that, based on Drummond’s contributions,
his length of tenure does not impact his effectiveness

or independence in any way, and that Drummond remains
an independent Director.

The process for making new appointments to the Board
is usually led by the Chair, except when the Committee is
dealing with the Board Chair succession. The Committee
has procedures for appointing a new Non-executive and
Executive Director which are clearly set out in its Terms
of Reference, which are reviewed annually to ensure they
remain suitable.

When considering new appointments, all recommendations
to the Board are made on merit against objective criteria
which take into account experience, skills and ensuring
an appropriate diversity, in the broadest sense, in the
resulting membership of the Board. Time commitment,
independence and potential conflicts of interest are
considered before any recommendation is made to the
Board. Any candidates who are shortlisted are interviewed
by the Board Chair, Committee members and other
Directors. The Board is updated on the progress of the
selection process and receives recommendations from
the Committee for appointment.



The Committee is mindful that progress needs to be made
in relation to the level of gender diversity on the Board

to ensure we meet the recommendations set by the FTSE
Women Leaders Review and targets specified in recent
updates to the Financial Conduct Authority’s Listing
Rules, under which Sage will reportin FY23. This has been
a key area of focus for the Committee in FY22. The target
set by the Parker Review continues to be met.

With input from the Board, the Nomination Committee

in May 2022 prepared a role specification for a new
Non-executive Director appointment based on skills,
personal attributes and experience, and with due regard
to be given to the benefits of diversity on the Board. Lygon
Group, an external executive search firm, was instructed
to assist with the search. Lygon Group have no other
connection with the Company or with individual Directors
other than to provide recruitment services and have
signed up to the Voluntary Code of Conduct.

In July 2022, after two years on the Board, Irana Wasti
decided to step down to pursue another executive
opportunity. Her resignation further impacted the Board’s
gender balance. The Nomination Committee promptly
initiated a second search process in August 2022 with
Heidrick & Struggles, an external executive search firm.
The Nomination Committee provided Heidrick &
Struggles with a detailed role profile including the skills,
personal attributes, and experience being sought in this
additional new Non-executive Director appointment.
Heidrick & Struggles have no other connection with

the Company or with individual Directors other than

to provide recruitment services and have signed up

to the Voluntary Code of Conduct.

The Committee considered the diverse long list of
candidates provided by each of Lygon Group and Heidrick
& Struggles and the appointment process also includes
one-to one interviews with short-listed candidates.

As announced on 15 November 2022, Maggie Chan Jones
will join the Board on 1 December 2022. The search for
a second Non-executive Director is continuing. Further
information on our recent Board appointment can be
found on page 108.

Succession planning for the Executive
Leadership Team and senior management
In order to ensure that there are effective succession
plans in place for the Executive Leadership Team and
senior management, the Board has visibility of awide
range of colleagues who have been identified as
potential succession candidates in the short, medium
and long term.

Developing Sage’s diverse pipeline of internal talent,
and the organisation’s ability to attract, retain and
develop skilled, high-potential individuals is a key focus
of discussion. One aspect considered during the year,
was how individuals identified in the talent pipeline
could be provided with the opportunity to interact with
Board members both informally and through attendance
at Board and Committee meetings to present on specialist
topics. This not only provides valuable experience and
exposure for these individuals to the Board but also
assists the Board when assessing the strength of the
succession plans in place and areas of development need
for relevant individuals. In FY22, a number of Executive
Leadership Team members and the senior management
were invited to present to the Board and its Committees
on topics pertaining to Sage’s strategic priorities,
financials, investor relations, and ESG. Opportunities
for interactions outside of the Board meeting calendar
were also pursued and developed. This will continue to
be an area of focus during FY23 and beyond.

Committee effectiveness and evaluation
The Board is committed to transparency and conducts
aformal and rigorous evaluation of its performance
including the performance of its Committees, individual
Directors and the Chair annually. The Committee’s last
external effectiveness review was conducted in FY19
and, in compliance with the Code, in FY22, an external
effectiveness review and evaluation was carried out.
The Committee discusses the outcome of the review

of its effectiveness annually.

The overall conclusion from this year’s external evaluation
was that the Board and its Committees continue to work
well and are operating effectively.

For further information on the evaluation of the Board,
the Committees and individual Directors, including
details of the evaluation process, outcome and next
steps, please refer to pages 128 and 129.
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Corporate governance report continued

Diversity, Equity, and Inclusion

In FY21, the Board adopted the Board Diversity, Equity,
and Inclusion Policy, which is reviewed annually to ensure
it remains fit for purpose. The Board DEI Policy applies

to the Board and its Committees and is available on our
website at sage.com.

The Board acknowledges the importance of diversity in its
broadest sense, as a key element of Board effectiveness
and is fully committed to meeting the targets as set out
by the FTSE Women Leaders Review and recently updated
Financial Conduct Authority Listing Rules, and to
continue meeting the recommendations of the Parker
Review, while ensuring that all appointments are made
on merit. The Board leads in fostering a healthy and
supportive corporate culture by setting the tone from
the top. The Board DEI Policy sits alongside Sage’s
Group-wide Policy, Code of Conduct and associated
global policies, which set out our broader commitment
to diversity, equity and inclusion.

134  The Sage Group plc. Annual Report and Accounts 2022

Board DEI Policy

The purpose of the Board DEI Policy is to set out the
approach to diversity, equity and inclusion for the
Board itself and for its Committees with the intention
of supporting the succession planning work of

the Committee in creating and maintaining the
appropriate Board and Committee composition.

The Board and senior management believe diversity
is key to provide the right blend of perspective
required to meet our purpose and strategy.

The Board and the Committee will continue to monitor
progress against the Board DEI Policy to provide
meaningful disclosure in the Annual Report and
Accounts on its implementation and progress in
meeting its objectives.

Allocation of time

45% 13%, 10%
® Board and Board
Committee composition

@ Corporate governance

@ Succession planning
@ Diversity, equity and
inclusion



Board composition?

Directors by role Gender
‘ @® chairt @ remale2(22%)
@ Non-executive @ Male7 (78%)
Directors 6

@ Executive Directors 2

Ethnicity Tenure
Chair and Non-executive Directors

. White 8 (89%) . <lyearOQ
@ Asian1(11%) @ :-3years3
. 3-6years 3
. >6 years 3
Age Nationality
@® 2010501 @® ©British7
@ 5010602 @ American1
® 6010705 @ American, British 1
@ ~rbove701

1. The Board Composition data reflects the information as at 30 September 2022. As announced on 15 November 2022, Maggie Chan Jones will
be joining the Board on 1 December 2022, at which time we anticipate there will be ten Directors on the Board and the gender balance will be
30% female and 70% male.
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Corporate governance report continued

Board policy

Board DEI Policy objectives

Implementation and progress against objectives

All appointments to the Board
should be made on merit against
objective criteriawhich take into
account experience, skills and the
need to ensure an appropriately
diverse balance in the resulting
membership of the Board

The Board and the Committee are committed to ensuring the composition
of the Board exhibits a diverse mix of skills, professional and industry
backgrounds, expertise, gender, age, tenure and ethnicity.

The Board and Committee are mindful of the fact that the Board is not currently
where it wants to be in terms of gender diversity. However, in undertaking
searches for two Non-executive Directors during FY22, the Committee has
sought to address this and seeks in due course to meet the gender diversity
targets set by the FTSE Women Leaders Review and referred to in recent
updates to the Financial Conduct Authority’s Listing Rules. Information on

our recent Board appointment can be found on page 108.

Consider candidates for
appointment to the Board from

as diverse a pool of applicants

as possible, ensuring that the
recruitment and selection process
has been reviewed to mitigate bias

The Board and the Committee seek a wide and diverse list of candidates

for Board appointments, including in terms of gender, social and ethnic
background, experience (including those with no previous public listed
company non-executive experience), geographical experience, knowledge,
skills and independence of thought, always with the aim of securing the very
best candidate for the position. This objective has been put into practice in
the Board and Committee’s searches for two Non-executive Directors in FY22.

Aim to meet the targets of the
Parker Review and FTSE Women
Leaders Review and the Financial
Conduct Authority’s Listing Rules
as far as possible, recognising
that there may be temporary
periods when this is not possible;
such periods should be minimised

The Board and the Committee are mindful of the recommendation of the Parker
Review to have at least one Board member from an ethnic minority background
and are satisfied that the Board continues to meet this recommendation.
Details of Board composition can be found on page 135.

The Board and the Committee are cognisant that, following recent Board
changes (including the departure of Irana Wasti in July 2022, to pursue another
executive opportunity), the Board has fallen short of the gender diversity aim
as publicly stated in our Board DEI Policy and the expectation of our relevant
stakeholders. We remain committed to minimising the period for which this

is the case. As noted in the Board and Board Committee composition section

on page 133, the Committee initiated a search for two new Non-executive
Directors in FY22, and as announced on 15 November 2022, Maggie Chan Jones
will be appointed to the Board with effect from 1 December 2022. The search for
a second Non-executive Director is ongoing and a further announcement will be
made at the appropriate time. As at 30 September 2022, the Board comprises
two women (22%) and seven men (78%). As at 1 December 2022 when Maggie joins
the Board, we anticipate the gender balance will be 30% female and 70% male.
Sage is strongly committed to ensuring a diverse workforce and to promoting
and fostering a culture of diversity, equity and inclusion across the Group. Our
progress is reflected in the current gender balance of our Executive Leadership
Team and their direct reports, senior leadership and total workforce which can
be found on page 43 and the DEl initiatives listed on page 42.

Engage executive search firms who
have signed up to the Voluntary

Code of Conduct on both gender and

ethnic diversity and best practice,
and utilise an open recruitment
process for non-executive roles

Ensure advertisements, role
descriptions and long lists, reflect
the Board’s diversity commitments
in respect of gender, ethnicity,

and the wider aspects of diversity,
as set out in this policy

The Board and the Committee engaged with the Lygon Group and Heidrick &
Struggles, to search for two Board appointments this year. The Lygon Group

and Heidrick & Struggles are executive search firms who have signed up to the
Voluntary Code of Conduct on both gender and ethnic diversity and best
practice and are able to demonstrate a commitment to gender and ethnic
diversity as part of their roles in identifying suitable candidates. The Board
and the Committee utilise an open recruitment process for non-executive roles,
as appropriate.

The Non-executive Director brief provided to each of the Lygon Group and
Heidrick & Struggles reflects the Board’s commitment to consider a broad
and diverse range of candidates.
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The Board receives updates from members of the Executive Leadership Team and senior management on Group wide
DEl initiatives and monitors progress against DEI objectives. In FY22 the Board was pleased to see progress against the
following targets:

Groupwide Initiative ProgressinFY22 Target

All About Us colleague participation During FY22, participation grew Participation target of 65% globally
target. This is the process colleagues to 43% from 11% at the start by the end of FY24

can use to voluntarily share insights of FY22

about themselves. Sage is committed

to aworkforce that fully represents the
many different cultures, backgrounds and
viewpoints of its customers, partners and
communities. When all the insights are
joined together, colleagues’ contributions
will provide an accurate view of Sage’s
colleague population and help sharpen

110day o1691e41s

Networks have the same overall goal, to
help create and support the Company’s
inclusive culture. Colleague Success
Networks play an important role in
supporting the Company’s DEI journey.
They do this through amplifying the

the Company’s focus to remove inequities é’
Colleague Success Network participation. At the startof FY22 the Company  Three-year Colleague Success %
This target is about creating a sense of had 4% participation and reached Network participation target of %
inclusion. All of Sage’s Colleague Success  14% by the end of FY22 20% globally by the end of FY24 i
S
o
-

voices of underrepresented communities, %-'
providing a platform for sharing g
experiences and identifying shared 3-
challenges which they feed back to the Q
DEI team to resolve =
Sage Group gender diversity target. The Company has made good Target of no more than 60% of any «3
This target is about driving diversity progress on this target during one gender, in any leadership team, a
atall levels of the organisation FY22 and currently 33% of anywhere at Sage, by the end of FY26
leadership teams are hitting this
target from a starting point of ”
19% at the beginning of FY22 =
)
2
&
Sage’s FY22 DEI Impact Report is also available on sage.com, which sets out Sage’s review of what has worked and what ':—‘
has not worked. The report further highlights learnings and what the Company is going to do differently as a result and §""
will show progress against the DEI targets that are outlined in the Group DEI strategy. Further information is included g
in the People section on page 42. g-
=}
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Co rpo rate governance repo rt
continued

Audrit and Risk
Committee

Jonathan Bewes
Chair of the Audit and Risk Committee

The Code requires that at least one member of

the Committee has recent and relevant financial
experience. The Disclosure Guidance and Transparency
Rules (DTRs) require that at least one member has
competence in accounting and/or auditing. The
Board is satisfied that this requirement is met,

with Jonathan Bewes being a qualified chartered
accountant and experienced Audit Committee Chair
following 25 years in financial services as a corporate
finance advisor in the investment banking sector.
Derek Harding is also considered to meet this
requirement as a chartered accountant who currently
serves as Chief Financial Officer at Spectris plc.

Further, the Board considers that the Committee

has the necessary competence and broad experience
relevant to the sector in which Sage operates as
required by the Code. Annette Court and Drummond
Hall are both former Chief Executive Officers with
extensive experience of leading complex, customer-
focused businesses and Sangeeta Anand is a senior
software technology leader with an extensive
understanding and knowledge of transforming
product portfolios.

Sangeeta Annette Drummond Derek
Anand Court Hall Harding
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The Committee continues to play

an important role in governing

Sage’s risk management and internal
controls, financial and ESG reporting,
internal and external audit. This
oversight is increasingly important,
keeping pace with the dynamic nature
of change, both within Sage and in the
external economic environment.

Dear shareholder,

| am pleased to present the Annual Report of the

Audit and Risk Committee (“the Committee”) for 2022.
This report explains the Committee’s responsibilities
and shows how it has delivered on these, whilst also
considering and responding to how the business has
evolved during the year. In executing its responsibilities,
the Committee closely monitors how the changing
macro-economic outlook may impact the Group’s
performance, risks and controls and considers any
resulting impact on financial reporting. This will
continue to be an area of focus moving into FY23.

Allocation of time

@ Financial reporting @ Risk management and internal control
@ Internal audit @ External audit
Incident management and whistleblowing @ Other matters



Activities and evaluation

During the year, the Committee oversaw the Group’s
financial reporting, risk management and internal
control procedures and the work of its internal and
external auditors.

Fuller details of the Committee’s activities are set

out below. The Committee’s performance was reviewed
as part of the 2022 Board evaluation process. Following
consideration of the findings of the review of the
Committee, the Directors were satisfied thatitis
operating effectively.

The Committee operated during the year in accordance
with the principles of the Financial Reporting Council’s
(“FRC”) UK Corporate Governance Code 2018 (the “Code”)
and the associated recommendations set out in the
FRC’s Guidance on Audit Committees.

Role of the Committee

The Committee is an essential part of Sage’s overall
governance framework. The Board has delegated to

the Committee the responsibility to oversee and assess
the integrity of the Group’s financial reporting, risk
management and internal control procedures, the
integrity of the Group’s ESG reporting and the work of
Sage Assurance (internal audit) and the external auditor,
EY. These responsibilities are defined in the Committee’s
Terms of Reference, which were reviewed and approved by
the Committee and the Board in May 2022.

Activities during the year

The Committee held four scheduled meetings during
the year in line with its Terms of Reference. There were
no unscheduled meetings during the year. Details of
individual attendance at scheduled meetings are set out
on page 118. Regular attendees by invitation include the
Chair of the Board, the Chief Executive Officer, the Chief
Financial Officer, the Company Secretary, the EVP Group
Financial Controller, the EVP Chief Risk Officer and the
VP Assurance.

The Chair of the Committee reported to the Board on

key matters arising after each Committee meeting.

At certain meetings, the Committee met with the external
auditor and the VP Assurance, without management being
present. Outside these formal Committee meetings,

the Chair of the Committee met regularly with the Chief
Financial Officer, the external auditor, the VP Assurance,
the EVP Group Financial Controller, the EVP Chief Risk
Officer and the General Counsel and Company Secretary.

Key activities during the year included ongoing
monitoring of risks, controls and operations, the
effectiveness of internal controls and further embedding
of the Enterprise Risk Management Framework including
risk appetite, tolerance and emerging risks. In addition,
the Committee has overseen the preparation of the
financial statements and the application of significant
reporting and accounting matters, which are set out in
further detail below.

During the year, the Committee received, considered and,
where appropriate, challenged:

* Scheduled finance updates on business performance
and significant reporting and accounting matters
from the EVP Group Financial Controller;

* The Group’s half-year results and Annual Report and
Accounts, as well as the accompanying press release,
ahead of their review by the Board;

* Adetailed summary of the Group’s tax strategy, which
was presented by the EVP Group Financial Controller,
and subsequently approved by the Committee;

* Regular updates from the EVP Group Financial
Controller on the appropriateness of tax provisions
including developments with regards to the European
Commission’s (“EC”) State Aid ruling;

* Scheduled risk updates, including risk dashboards
outlining both principal and any escalated risks.
The Committee also received summary reports and
supplementary briefings from management on
selected Principal Risks and other ‘in-focus’ reviews;

* The assessment of Group and Principal Risk appetites
with consideration of emerging risks;

* Summary reports of escalated incidents and instances
of whistleblowing and fraud, together with status of
investigations and, where appropriate, management
actions to remediate issues identified;

* The Internal Audit plan and subsequently progress
against the plan and results of internal audit
activities, including Sage Assurance and management
reports on internal control and the implementation of
management actions, to remediate issues identified
and make improvements to internal controls;

* The External Audit plan and subsequently updates
on delivery of the external audit and reports from the
external auditor on the Group’s financial reporting
and observations on the internal financial control
environment in the course of their work;
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Corporate governance report continued

+ Updates on the legal and regulatory frameworks
relevant to the Committee’s areas of responsibility,
including a standing update from the EVP Chief
Risk Officer on information security, cyber and
privacy risk;

* Updates from the EVP Group Financial Controller on
the Group’s response and ongoing activities related to
the BEIS consultation on proposed audit and corporate
governance reforms, with a focus on the Group’s
readiness for adoption;

* Updates from the EVP Sustainability and
Foundation on embedding Environment, Social
and Governance (ESG) risks in our framework and
steps taken to implement the Taskforce for Climate
Related Disclosures.

Financial reporting, including significant
reporting and accounting matters

The agenda for every Committee meeting includes

a formal finance update from the EVP Group Financial
Controller. This informs the Committee about

developments in the Group’s reporting and accounting
environment, and compliance with relevant reporting
standards. During the year, the Committee considered
how these developments were addressed in preparing the
Group’s financial statements, ensuring that applicable
requirements were appropriately reflected. The
Committee assessed the overall quality of financial
reporting through review and discussion of the
significant accounting matters and the interim

and annual financial statements.

The Committee’s review included assessing the
appropriateness of the Group’s accounting policies and
practices, confirming their compliance with financial
reporting standards and relevant statutory requirements,
and reviewing the adequacy of disclosures in the
financial statements. In performing its review of the
Group’s financial reporting, the Committee considered
and challenged the work, judgements and conclusions of
management. The Committee also received reports from
the external auditor setting out its view on the accounting
treatments included in the financial statements.

Significant reporting and accounting matters
During the year, the Committee considered a number of significant reporting and accounting matters which impacted
the Group’s financial statements. The Committee’s response and challenge over these matters is set out below:

Significantreporting and

Crossreference

accounting matters

Response and challenge

Revenue recognition
Revenue recognition continues to be an
important area of focus for the Group.

The Group has a detailed revenue
recognition policy for each category
of revenue. This includes the
application of rules relating to the
various ways in which the Group sells
its products.

With over a third of the Group’s revenue
generated through sales to partners
rather than end-users, the key
judgement in revenue recognition

is determining whether a business
partner is a customer of the Group.

Considering the nature of Sage’s
subscription products and support
services, this judgement is usually
based on whether the business partner
has responsibility for payment, has
discretion to set prices, and takes on
the risks and rewards of the product
from Sage. Inherently, this assessment
can be judgemental.

* The Committee continues to oversee management’s
application of revenue recognition policies and
during the year has continued to monitor
compliance with financial reporting and
accounting controls linked to revenue recognition.
During the year there have been no changes to the
Group’s revenue recognition policies.

* Inlight of the Group’s acceleration in growth of
cloud-based solutions, the Committee continues
to review the appropriateness of management’s
application of revenue recognition policies.

* As part of the preparation for the interim and annual
financial statements, the Committee obtained
reports from both management and EY which set
out the application of accounting and reporting
treatment against the revenue recognition policy.

* EY provided an update to the Committee on the
nature, extent and findings from its procedures over
revenue recognition during the year.

Seenote3.lin
the financial
statements on
pages 217 to 219.
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Significantreporting and
accounting matters

Response and challenge

Crossreference

Carrying value of goodwill

Given the Group’s goodwill balance of
£2,416m and the continuing evolution
of Sage’s business model, the annual
assessment of the recoverability of
goodwill is asignificant area of focus
for the Committee.

During the year, acquisitions have
contributed to an increase in the
goodwill balance. The goodwill
recognised for the Lockstep
acquisition is provisional and will be
finalised when the purchase price
accounting is completed in FY23.

The Committee reviewed and considered the
methodology applied and challenged the key
inputs into the impairment model including areas
of estimation and judgement such as forecast cash
flows and discount rates, with consideration to
their appropriateness given the changes in the
macro-economic environment.

Where appropriate, the Committee acknowledged
the use of external sources to support and
corroborate management’s inputs.

The Committee further enquired as to whether
any other reasonable changes in assumptions
would result in a material impairment and
therefore require sensitivity disclosure in the
financial statements. The Committee agreed
with management’s conclusion that a sensitivity
disclosure should be included for the Iberia
business in relation to a reasonably possible
change in revenue growth and discount rate.

The Committee considered the level at which
goodwill is tested and concluded a consistent
approach to the prior year is appropriate.

Seenote6.1in
the financial
statements on

pages 231 to 233.
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Corporate governance report continued

Significantreporting and
accounting matters

Response and challenge

Crossreference

Going concernand

viability assessment

Both the going concern and viability
assessment are key areas of focus for
the Committee due to the level of
management judgement required.

In preparing these assessments,
consideration was given to the macro-
economic environment. The Committee
received a detailed update from
management during the year which
included both reverse and scenario-
specific stress testing.

The Committee reviewed management’s process The Group’s
for assessing the Group’s longer-term viability, going concern
including the determination of the period over and viability

statements can

be found on pages
182 to 183 and 104
to 105, respectively.

which viability should be assessed, the
appropriateness of the viability scenarios
identified in light of the Group’s Principal Risks
and uncertainties and the reasonableness of key
assumptions used by management in calculating
the financial impact of aviability scenario arising.

With consideration to the macro-economic
environment, the Committee reviewed the

key assumptions underpinning management’s
longer-term forecasting, and the sufficiency and
adequacy of future funding requirements. As part
of this review, the Committee considered the level
of available liquidity and covenant compliance
over the forecast period.

The Committee reviewed the results of
management’s scenario-specific stress testing for
both going concern and viability, as well as reverse
stress testing, which demonstrated the resilience
of the Group’s business model.

It was noted that under scenario-specific stress
testing, the Group maintains sufficient available
liquidity and covenant compliance over the forecast
period. The results of reverse stress testing
highlighted that such a scenario would only arise
following a catastrophic deterioration in
performance, well in excess of the assumptions

in the scenario-specific stress testing.

As part of its review and challenge, the Committee
took into consideration updates provided by the
EVP Chief Risk Officer with respect to the Group’s
Principal and emerging risks.

The Committee approved the disclosures in
relation to both the going concern and viability
assessment and recommended to the Board the
preparation of the financial statements under
the going concern basis.
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Significantreporting and
accounting matters

Response and challenge

Crossreference

Alternative Performance Measures
(APMSs)

The Committee closely monitors
management’s interpretation and
definition of Alternative Performance
Measures (APMs), in particular
Annualised Recurring Revenue (ARR).
In addition, the Committee considers
the presentation of APMs in the Group’s
Annual Report and Accounts in the
context of the requirement that they
be fair, balanced and understandable.

The Committee continues to review and challenge
management’s use of APMs and, as part of the
preparation for the interim and annual financial
statements, requests a clear reconciliation between
key APMs and statutory reporting measures.

There is a continued focus by the Committee on the
ARR APM given its importance as a key measure of
business performance. At each Committee meeting,
an update on ARR performance is provided.

The Committee has challenged the sufficiency,
adequacy and clarity of disclosures related to APMs
in the Annual Report and Accounts and considers
them to be appropriately disclosed.

At the request of the Committee, and on behalf of
the Remuneration Committee, EY performed a set
of agreed upon procedures over the mathematical
calculation of ARR. In doing so, EY considered the
appropriateness of the calculation against the
defined policy and reviewed in detail any
proposed adjustments.

The Committee also reviewed supplementary
information issued alongside the financial
statements, including the Group’s press release,

to ensure consistency in the way APMs are disclosed
and presented on a balanced basis alongside
statutory reporting measures.

The definition

of APMs can be
located in the
glossary on pages
289 to 290.
Reconciliations of
statutory revenue,
operating profit
and basic earnings
per share to their
underlying and
organic
equivalents are

in the Financial
review starting

on page 82.

Acquisitions

The Committee received an update
on the acquisitions made during
the year, notably the acquisitions
of Brightpearl (January 2022) and
Lockstep (August 2022).

As part of the updates, the Committee
focussed on the accounting and
reporting judgements taken by
management, particularly in

relation to the valuation of acquired
intangible assets.

For the acquisitions made during the year,

the Committee considered the outputs from the
independent external valuer with a particular
focus on the key judgements made in the
valuation methodologies.

For Brightpearl, key judgements included the
determination of longer-term cash flows, the
discount rate and the long-term growth rate.
Inaddition, judgement was applied in the
determination of how the goodwill arising on
acquisition was allocated to the Group’s cash-
generating units. The Committee also considered
the basis for which the fair value of acquisition

consideration had been determined. The Committee

subsequently approved the valuation of acquisition
intangibles, along with the allocation of goodwill.

For Lockstep, the Committee acknowledged the
proximity of the acquisition date to the Group’s
financial year end. Accordingly, a valuation will be
put forward in relation to this acquisition at the
Committee’s next meeting in February 2023.

See note 16

in the financial
statements on
page 268.
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Corporate governance report continued

Fair, balanced and understandable

Each year, the Committee advises the Board on whether
the Annual Report and Accounts taken as a whole are

fair, balanced and understandable and provide the
information necessary for shareholders to assess Sage’s
position, performance, business model and strategy.

In reaching its conclusion, the Committee considered

the results of management’s assessment of going concern
and viability, reviewed the Annual Report and Accounts as
awhole, and assessed the results of processes undertaken
by management to provide assurance that the Group’s
financial statements were fairly presented.

These processes included an analysis of how the

key events in the year had been described and

presented in the Annual Report and Accounts, how APMs
had been defined and presented, and the outcome of
representations received from country management
teams on the application of a range of financial controls.
The Committee also considered the perspective of the
external auditor.

Risk management and internal controls
The Committee assists the Board in its monitoring of the
Company’s internal control and risk management systems,
and in its review of their effectiveness. This monitoring
includes oversight of all material controls, including
financial, operational, regulatory and compliance
controls, and assessing whether the control systems are
fit for purpose and whether any corrective action is
necessary. The Risk function reports into the EVP Chief
Risk Officer, with the Assurance function reporting
directly to the Committee to maintain independence,
and administratively into the General Counsel and
Company Secretary.

During the year, the Committee:

* Reviewed the Principal Risks, their evolution
during the year, and the associated risk appetites and
metrics, challenging and confirming their alignment
to the continued achievement of Sage’s strategic
objectives. At each meeting, the Committee
considered and challenged the ongoing overall
assessment of each risk, their associated metrics
and management actions and mitigations in place
and planned,;
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* Reviewed and considered an assessment of the
effectiveness of risk management more broadly,
and reviewed summary reports from Sage Risk and
Controls and Sage Legal on the Group’s adherence to
policies, including Conflicts of Interest, Anti-Money
Laundering, Sanctions, Competition Law, Anti-Bribery
and Corruption and Modern Slavery;

Reviewed updates from the Sage Risk and Controls
team on the operating effectiveness of controls within
the Sage Business Control Framework;

* Received reports from Sage Assurance and
management on internal control and monitored the
implementation of management actions to remediate
issues identified and make improvements. The
Committee also satisfied itself that management’s
response to any financial reporting or internal
financial control issues identified by the external
auditor was appropriate;

* Received updates from the EVP Group Financial
Controller on the progress made towards
implementation of our internal financial controls
enhancement programme in keeping with key
recommendations from the BEIS consultation;

* Reviewed at each Committee meeting any
escalated incidents and any instances of
whistleblowing and management actions to
remediate any issues identified (see Incident
management, fraud and whistleblowing
paragraph below for further details); and

* Considered individual incidents and associated
actions to assess whether they demonstrated
asignificant failing or weaknesses in internal
controls, of which none were identified.

For further details on the Group’s risk management and
internal control systems, its risk-informed decision-
making process and its Principal Risks and uncertainties,
refer to the Risk Management section on pages 90 to 103.



Specific areas of focus

The Committee spent time on the following specific
areas of focus during the year to consider and challenge
relevant, current and important issues:

+ Ateach Committee meeting, consideration was
given to the Group’s operations, risks and controls.
Specifically, this included consideration of the
impact of the macro-economic environment upon the
Group’s wider Enterprise Risk Management Framework,
emerging risks, business continuity planning strategy
and significant reporting and accounting matters;

* Received updates on how Sage is capturing,
monitoring and embedding ESG risks to ensure
that the Group has prepared for successful execution
of the Group’s Sustainability and Society strategy
and related TCFD disclosures. During the year this
included the appointment of the EVP for
Sustainability & Foundation, who the Committee met
with in September 2022, and working with external
partners to assess compliance with TCFD proposals;

* Received updates from the EVP Group Financial
Controller on the key elements of the BEIS
consultation on proposed audit and corporate
governance reforms. As part of these updates the
Committee was presented with progress made during
the year in the ongoing implementation of processes
and controls to respond to certain recommendations.

Incident management, fraud

and whistleblowing

The Committee considered the suitability and alignment
of the Incident, Emergency and Crisis Management and
Whistleblowing policies and confirmed the effectiveness
of these policies in facilitating appropriate disclosure to
senior executive management and the Committee. At each
meeting, the Committee received a summary report of any
escalated incidents and instances of whistleblowing and,
together with management, considered whether there
were any thematic issues and identified remediating
actions. As part of this reporting process, the Committee
was notified of all whistleblowing matters raised,
including any relating to financial reporting, the
integrity of financial management or that included any
allegations relating to fraud, bribery or corruption. The
Committee was also notified of all non-whistleblowing
incidents exceeding an agreed materiality threshold.

Internal audit

Internal audit is delivered by the in-house Sage Assurance
function. Reporting directly to the Committee and
administratively to the General Counsel and Company
Secretary, its remit is to provide independent and
objective assurance over the Group’s operations and
activities, to assist management and colleagues in
fulfilling their responsibility to develop and maintain
appropriate internal controls.

The specific objectives, authority, scope and
responsibilities of Sage Assurance are set out in more
detail in the Internal Audit Charter, which is reviewed
annually by the Committee. The Committee also considers
and evaluates the level of Sage Assurance resource and its
quality, experience and expertise, supplemented as
appropriate by third-party support and subject matter
expertise, to ensure it is appropriate to provide the
required level of assurance over the Principal Risks,
processes and controls throughout the Group.

Additionally, in line with the Institute of Internal Auditors’
(I1A) Code of Practice, the effectiveness of Sage Assurance
isreviewed by the Committee on an annual basis and is
also subject to a five-yearly external quality assessment
(EQA). The most recent EQA was completed in August 2021
by PwC, feedback from which was positive and noted
conformance with the 1A International Standards for

the Professional Practice of Internal Auditing (IPPF),
therefore an internal effectiveness assessment was
completed in 2022 which noted timely closure of actions
arising from the 2021 EQA and continued conformance
with the above standards. This self-assessment was
presented and discussed at the September 2022
Committee meeting, and the Committee endorsed

these conclusions.

The Committee reviewed and approved the nature and
scope of the work of Sage Assurance, and the Sage
Assurance plan was approved by the Committee at the
beginning of the financial year, along with any subsequent
quarterly updates. Specific consideration was given to the
impact of business changes, including the restructuring
programme in FY21, with no significant or adverse impact
on the business’ internal control environment identified.
Operationally, given key territories’ emergence from the
Covid-19 pandemic during the period, the Assurance
function continued to show flexibility in transitioning
from predominantly remote delivery to a hybrid model,
with an increased focus on on-site delivery including
visits to key locations in the UK, North America, South
Africa and Southern Europe.
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Corporate governance report continued

Progress against the plan and the results of Sage
Assurance’s activities, including the quality and
timeliness of management responses, is monitored at
each Committee meeting. This includes consideration
of a summary of report findings against the internal
audit plan, reported at each meeting by Sage Assurance,
aswell as an executive summary for each individual
internal audit.

Following its review of the Company’s internal control
systems, the Committee considered whether any matter
required disclosure as a significant failing or weakness
in internal control during the year. No such matters
were identified.

External audit

The Group’s current external auditor is EY. Each year,

the Committee makes a recommendation to the Board
with regard to whether the external auditor should be
reappointed. In making its recommendation, the
Committee considers the auditor’s effectiveness,
including its independence, objectivity and scepticism.
The Committee also reviews the application of, and
compliance with, the Group’s Auditor Independence
Policy, in particular with regard to any non-audit services
provided by EY. The Committee also considers business
relationships between the Group and EY, which primarily

relate to EY’s procurement of Sage products and applications.

Further consideration is given to partner rotation and
any other factors which may impact the Committee’s
judgement regarding the external auditor. EY has now
been Sage’s external auditor for eight years since the
formal tender process conducted in 2014. Kathryn
Barrow was appointed as lead audit partner in 2020
and will continue in her role for the next financial year.

The Company is, and has been throughout the year under
review, in compliance with the requirements of The
Statutory Audit Services for Large Companies Market
Investigation (Mandatory Use of Competitive Tender
Processes and Audit Committee Responsibilities) Order
2014. In accordance with the terms of this Order, Sage
anticipates that it will conduct a competitive tender

process in respect of the external audit no later than 2024.

This allows for any potential new audit firm to take up the
role for the year ending September 2025. The Committee
believes this approach is in the best interests of
shareholders, as over this period the Group will benefit
from an efficient and effective independent audit.
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Auditor effectiveness

The Committee is responsible for assessing the
effectiveness of the external auditor. In doing so, the
Committee considers the independence, objectivity

and level of professional scepticism exercised by the
external auditor, as well as the results of the annual
auditor effectiveness review. To fulfil its responsibility
for oversight of the external audit process, the Committee
reviewed and agreed:

* The terms, areas of responsibility, associated duties
and scope of the audit as set out in the external
auditor’s engagement letter;

+ The overall work plan and fee proposal;

* Theissues that arose during the course of the audit
and their resolution;

+ Keyaccounting and audit judgements;
* The level of errors identified during the audit; and
+ Control recommendations made by the external auditor.

In addition to the above, specific considerations made
by the Committee during the year included:

* Thedetail relating to EY’s scoping and audit plan
for FY22 which was presented to the Committee at
its May meeting;

+ The findings published by the Financial Reporting
Council (FRC) and their view on the effectiveness
of EY’s audits;

* The experience and expertise demonstrated by the
auditor in its direct communication with, and support
to, the Committee;

* The content, quality of insight and added value
provided by EY’s reports;

* Robustness and perceptiveness of EY in its handling
of key accounting and audit judgements; and

* The interaction between management and the auditor.

The FRC Audit Quality Review (AQR) team, responsible

for monitoring the quality of UK audit firms, reviewed the
EY audit file for the Group’s FY20 year end as part of the
regular cycle of inspections. At the Committee’s May
meeting EY presented the key findings from the review.
EY confirmed that they had acknowledged the AQR
comments and had sufficiently addressed them in both
EY’s FY21 audit and the scope and plan for the FY22 audit.
The Committee was satisfied that matters identified for
improvement were appropriately implemented by EY. The
Committee and management also reviewed the report to
satisfy themselves that the findings did not impact the
Sage financial reporting processes, policies or internal
controls and that no internal remediation was required.



At certain Committee meetings a separate private
meeting was held between Committee members and the
lead audit partner, Kathryn Barrow, to encourage open

and transparent feedback. The Chair of the Committee
also met with the external auditor outside of Committee
meetings, supporting effective and timely communication.

During the year the Committee also received feedback
from the businesses evaluating the performance of

each assigned audit team. Management’s report to the
Committee included a summary of the findings of a survey
of key Sage colleagues on the quality of EY’s delivery,
communication and interaction with the various finance
teams across the Group. Management concluded that the
working relationship between finance functions and EY
across the Group was effective and the audit had been
carried out in an independent, professional, organised

and constructive manner, with an appropriate level of
challenge and scepticism over management’s treatment
of significant reporting and accounting matters.

Auditor independence

The Committee is responsible for the development,
implementation and monitoring of policies and
procedures to ensure auditor independence. At Sage

this is governed by the Auditor Independence Policy

(the “Policy”). The Policy has been in place throughout the
year. It specifies the role of the Committee in reviewing
and approving non-audit services in order to ensure the
ongoing independence of the external auditor. A summary
of non-audit fees paid to the external auditor is provided
to the Committee on a quarterly basis.

The Policy states that Sage will not use the external
auditor for non-audit services, except in limited
circumstances, and as permitted by the FRC Ethical
Standard, where non-audit services may be provided by
the external auditor with pre-approval by the Committee
unless clearly trivial. This is provided that the approval
process set out in the Policy is adhered to and that
potential threats to independence and objectivity have
been assessed and safeguards applied to eliminate or
reduce these threats to an appropriate level. Any non-
audit services individually in excess of £75,000 require
pre-approval by the Chair of the Committee, as do any
non-audit services where the cumulative total of
previously approved non-audit services in the financial
year exceed £75,000.

The Committee considered the application of the Policy
with regard to non-audit services and confirms it was
properly and consistently applied during the year. The
Policy also requires that the ratio of audit fees to non-
audit fees must be within Sage’s pre-determined ratio,
and non-audit fees for the year must not exceed 70% of the
average of the external audit fees billed over the previous
three years. In 2022, the ratio of non-audit fees to audit
fees was 10% (2021: 8%), principally reflecting the fee
paid for the half-year interim review and permitted
assurance services relating to a bond issuance during
the year as well as a set of agreed upon procedures over
the mathematical calculation of ARR. A breakdown of
total audit and non-audit fees charged by the external
auditor for the year under review is shown in note 3.2

to the financial statements.

The Committee has also considered the independence
of the external auditor’s partners and staff involved in
the audit of Sage. EY has confirmed that all its partners
and staff complied with their ethics and independence
policies and procedures that are consistent with the
FRC’s ethical standards including that none of its
employees working on the audit hold publicly listed
securities issued by Sage. In addition, the Committee
acknowledges management’s internal assessment that
no employee in a key financial reporting oversight role
has a close relationship with any EY employee which
may impact their independence.

Auditor reappointment

Having considered the summary set out above relating
to the effectiveness and independence of EY, the
Committee has recommended to the Board that
aresolution to reappoint EY be proposed at the 2022
AGM which the Board has accepted and endorsed.

Evaluation of the performance

of the Committee

The evaluation of the Committee for the year was
completed as part of the 2022 Board external evaluation
process. The overall conclusion from this year’s external
evaluation was that the Committee continues to operate
effectively. An explanation of how this process was
conducted, the conclusions arising from it and the
action items identified are set out on pages 128 and 129.
The Committee has considered this in the context

of the matters that are applicable to the Committee.

Jonathan Bewes
Chair of the Audit and Risk Committee
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Directors’ Remuneration Report

Remuneration
Committee

Annette Court
Chair of Remuneration Committee

The Remuneration Committee is composed solely

of independent Non-executive Directors, Drummond Hall
and Dr John Bates, and is chaired by Annette Court.
Details of the skills and experience of the Remuneration
Committee members can be found in their biographies
on pages 110 and 111.

Remuneration updates for Executive
Directorsin FY23 page 150

Our remuneration principles page 151
Remuneration Committee governance page 157
Remuneration Policy 2022 page 158
Directors’ Annual Remuneration Report page 163

Statement of implementation of Remuneration
Policy in the following financial year page 173

A KX

Drummond DrJohn
Hall Bates
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During a year of external volatility,

we have delivered strong results
demonstrating consistent and
sustainable growth. Our Remuneration
Policy has operated as intended;
driving high performance linked to
clearly-defined goals fundamental

to our business strategy.

Dear shareholder,

On behalf of the Remuneration Committee (the
“Committee”), it is my pleasure to present the Directors’
Remuneration Report (the “Report”) for the year ended
30 September 2022.

This Report complies with the requirements of the Large
and Medium-sized Companies and Groups (Accounts
and Reports) Regulations 2008 as amended in 2013, the
provisions of the 2018 UK Corporate Governance Code,
the Companies (Miscellaneous Reporting) Regulations
2018, the Companies (Directors’ Remuneration Policy
and Directors’ Remuneration Report) Regulations 2019,
and the Listing Rules.

The Reportisinsections:

* The Directors’ Remuneration Policy (the “Policy”)
(pages 158 to 162).

* The Directors’ Annual Remuneration Report (pages
163 to 181). This section sets out details of how
the 2022 Policy was implemented for the year ended
30 September 2022 and how we intend the Policy to
apply for the year ending 30 September 2023.



Objectives and responsibilities

The Committee’s main objective is to determine the
framework, broad policy, and levels of remuneration for
the Group’s Chief Executive Officer, the Group’s Chief
Financial Officer, the Chair of the Company, and other
executives as deemed appropriate, ensuring compliance
with legal and regulatory requirements and striving to
enhance Sage’s long-term development.

This framework includes, but is not limited to,
establishing stretching performance-related elements
of reward and is intended to promote the long-term
success of the Company. We achieve this through:

* Providing recommendations to the Board, within
agreed Terms of Reference, on Sage’s framework
of executive remuneration;

« Determining the contract terms, remuneration and
other benefits for each of the Executive Directors,
including performance share awards, performance-
related bonus schemes, pension rights, and
compensation payments, and aligning such to
the Company’s purpose, values, and culture;

* Reviewing workforce remuneration, and related
policies across the Group and the alignment of
incentives and rewards with culture, taking these
into account when setting the Policy for
Executive Directors;

+ Determining remuneration for senior executives
below Board level;

* Approving share awards; and

« Ensuring the Policy promotes long-term shareholdings
by Executive Directors by ensuring share awards
granted are released on a phased basis and subject
to a total vesting and holding period of five years.

—] For more information on the Committee’s

@ Terms of Reference, visit:

https://www.sage.com

Context for FY23 remuneration decisions
Sage has delivered a strong set of financial results
for the year in what has continued to be a challenging
operating environment.

Our colleagues have remained resilient and focused,
continuing to work hard to create simplicity out of
complexity and knock down barriers so everyone can
thrive. Colleague engagement has remained high, with
eSAT of +79, and the Company has continued to invest
in areas to innovate and drive growth.

Recent months have presented new challenges with
increasing levels of inflation, and the “cost of living
crisis” is front of mind as we head into FY23. | am proud
that Sage has taken steps to support colleagues by:

* Funding an increased pay review budget for FY23 with
pay review matrices to ensure that budget is focused
on our lowest paid and highest performing colleagues;

* Ensuring the majority of our colleagues are eligible
for annual bonus or commission payments; and

* Increasing education and communication on the
benefits available to colleagues to raise awareness of
discounts and support (such as free financial coaching
sessions) that colleagues are able to access.

Sage is also an accredited Living Wage Foundation
employer, meaning we pay the real Living Wage to

all colleagues in the UK, and contract with suppliers who
pay the real Living Wage to all regularly contracted staff
who are not employees.

Against this backdrop, the Committee is striving to
ensure that senior executive remuneration remains
aligned to our evolved strategic focus, our external
operating environment, and UK corporate
governance requirements.
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Directors’ Remuneration Report continued

Remuneration updates for Executive Directors
inFY23

We are proposing several changes to FY23 remuneration
arrangements:

1) Evolutionary changes to FY23 performance
measures for the Performance Share Plan (PSP)

In FY22, we introduced a reshaped set of strategically-
aligned performance measures for our PSP designed to
align with our strategy of growing Sage Business Cloud
(SBC), with particular focus on accelerated cloud native
growth and to incorporate relevant ESG metrics aligned to
our ambitious Sustainability and Society strategy. These
broad objectives remain of central strategic importance,
so we propose only the following evolutionary changes
tothe FY23 PSP:

* Asindicated in last year’s Remuneration Report, the
weighting of ESG measures will increase from 15%
t0 20%.

* Inconjunction with the evolution of our Sustainability
and Society strategy, the ESG measures will comprise
new metrics linked to our progress in reducing carbon
emissions against a SBTi-approved Net Zero Plan, our
development of products to enable SMBs to address
their own sustainability goals, and key Diversity,
Equity, and Inclusion metrics.

Full details can be found in our statement of
implementation of Remuneration Policy in the following
financial year on page 173 of this Report and further
details in regard to our Sustainability and Society
strategy can be found on pages 44 to 49 and in the 2022
Sustainability Report.

Furthermore, during FY23 the Committee will review the
financial metrics in the PSP to ensure close alignment
with the business strategy as the Digital Network evolves
for FY24.

2) Base salary increase of 4% for the CEO and the CFO

We have undertaken our annual review of salaries and
awarded a 4% salary increase for FY23 to the Executive
Directors. This is a lower increase than our budgeted
UK workforce salary increase for FY23 of 5.8%.
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3) PSP opportunity and shareholding guideline
for the CFO

Jonathan Howell is an immensely experienced
professional; he has worked for over 20 years as a CFO

of major listed companies and his contribution since
becoming our CFO in 2018 has been invaluable to

our recent strategic development. In order to more
appropriately reflect his experience and importance to
Sage and to ensure he is paid fairly for his contribution
to our long-term growth, we propose to increase the level
of his PSP award from 200% to 225% of salary (within

the existing Policy limit of 300% of salary) subject to the
stretching performance conditions set out on pages 174
to 175. To further enhance alignment with shareholders,
there will be an accompanying increase in the CFO’s
shareholding requirement from 250% to 275% of

base salary.

No changes are proposed to the CEQ’s PSP award level or
shareholding requirement.

4) Shift in measurement of performance measures
from organic tounderlying

The business is evolving to give greater emphasis to
underlying measures. To align Executives’ incentives to
key performance indicators, metrics in incentive plans
for FY23 will also be measured on an underlying basis.
Thiswill apply to ARR growth and the underlying
operating profit (UOP) margin underpin in the annual
bonus and the absolute growth, cloud native ARR growth
and Return on Capital Employed (ROCE) underpins in the
FY23 PSP. The Remuneration Committee will review on
acase-by-case basis the impact on underlying measures
of significant acquisitions and disposals and judge
whether to adjust incentive targets our outcomes.

For clarity, there are no changes to the measurement

of performance measures of current in-flight awards.

The full set of annual bonus and PSP measures and
related targets for FY23 are set out on pages 174 to 176.



Our remuneration principles

Our remuneration principles align with the requirements of the 2018 UK Corporate Governance Code. The principles
apply across our entire workforce and are designed to drive the behaviours and results required to support our short-
and longer-term business strategy as outlined in the Strategic Report.

Market
competitive

Drives focus on
strategy, purpose,
and culture

Allows the Committee to
give appropriate reward for
achievements that support
delivery of strategic goals
and wider social purpose
through a remuneration
approach that is consistent
with that in place for
colleagues across Sage.

Reward opportunity aligned
to relevant competitive
markets, recognising wider
context of geographiesin
which we operate.

Aligned with
shareholder
interests

Simplicity

Clarity and simplicity of Close alignment of reward

design enables transparency outcomes and value created

for shareholders through
material “skin in the game”
for executives; mitigates
against excessive risk-
taking that can arise from
target-based incentive

for all stakeholders.

plans and ensures no reward

%

for failure.

Principles are underpinned by compliance with corporate governance guidelines and specifically with Provision 40

of the 2018 UK Corporate Governance Code:

Clarity—

should be transparent and promote effective
engagement with shareholders and the workforce.
Simplicity—

should avoid complexity and their rationale and
operation should be easy to understand.

Risk—

should ensure reputational and other risks from
excessive rewards, and behavioural risks that can
arise from target-based incentive plans, are
identified and mitigated.

Predictability—

the range of possible values of rewards and any limits
or discretion should be identified and explained at the
time of approving the policy.

Proportionality—

the link between individual awards, the delivery of
strategy and the long-term performance of the company
should be clear.

Alignment to culture—
incentive schemes should drive behaviours consistent
with company purpose, values, and strategy.
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Directors’ Remuneration Report continued

Delivering our remuneration principles in FY23
We aim to align the total remuneration for our Executive Directors to our business strategy through a combination
of salary, bonus, and long-term incentive schemes underpinned by stretching performance targets.

The table below summarises the remuneration arrangements for our current Executive Directors in FY23 in accordance
with the 2022 Policy. Alignment to our remuneration principles is also denoted.

REMUNERATION PRINCIPLES

Drives focus on strategy,
purpose, and culture

' Market competitive

. Simplicity

Aligned with
shareholder interests

Base salary

Enables Sage to attract and retain Executive
Directors of the calibre required to deliver the
Group’s strategy.

CEO: £841,500 (4% increase)

CFO: £577,000 (4% increase)

The equivalent average increase for colleagues
eligible for an annual pay award is 5.8% (in respect
of colleagues based in the United Kingdom).

Pension

Provides a competitive post-retirement benefit, in
away that manages the overall cost to the Company.

10% of base salary for both the CEO and CFO

Benefits

Provide a competitive and cost-effective benefits
package to Executive Directors to assist them in
carrying out their duties effectively.

Standard benefits package plus costs of travel,
accommodation, and subsistence for the Executive
Directors and their partners on Sage-related business.

Annual bonus

Rewards and incentivises the achievement of annual
financial and strategic targets. A minimum of one
third deferral into shares for three years is
compulsory, with the remainder delivered in cash.

Maximum 175% of base salary

70% based on ARR growth (with an underlying
operating profit margin underpin), 10% on customer-
related measure inclusive of Net Promoter Score and
20% based on strategic goals.

Performance
Share Plan

Supports achievement of our strategy by targeting
performance under our key financial performance
indicators. Vesting is after three years, and awards
are subject on vesting to a holding period for two
years before being released.

Face value of 250% of base salary for the CEO

Face value of 225% of base salary for the CFO

50% based on Sage Business Cloud penetration with
cloud native penetration, ROCE, and absolute growth
underpins, 30% based on relative shareholder return
performance, and 20% based on ESG basket

of measures.

All-employee

Provides an opportunity for Executive Directors to

Eligible to participate up to the tax-efficient limit

share plans voluntarily invest in the Company. of £500 per month.
Chair and Provide an appropriate reward to attract and retain See page 176 of this Report for a list

Non-executive
Director fees

high-calibre individuals.

of Non-executive Director fees.

Shareholding
guideline

The shareholding guideline for the CEO is 300% of
base salary and 275% for the CFO. Achievement of this
is expected within a maximum of five years from the
time the Executive Director became subject to

the guideline.

The post-employment shareholding guideline
requires Executive Directors to retain shares
following cessation of employment as a Director

in line with Investment Association guidelines.
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Shareholding at 30 September 2022 (inclusive
of deferred shares held, net of tax at the current
estimated marginal tax withholding rate and
Sage shares held by an Executive Director’s
Connected Person):

Steve Hare 478% of base salary

Jonathan Howell 311% of base salary.

See page 177 for more information on the
shareholding guideline.



Remuneration at aglance

Our at a glance summary sets out clearly and transparently the total remuneration paid to our Executive Directors
in2021/2022.

Fixed pay for FY22 Annual bonus for FY22 PSP awards vesting in FY22

* basesalary * 11.4% ARR growth achieved e 50th TSR percentile rank
* benefits * NPSof16.6 e 8.0%CAGR ARR growth achieved
* pension ¢ ROCE underpin met

See page 163 See page 164 See page 167

FY22 single figure for total remuneration summary:

2021

2022 (restated)

Total Total*
Director £°000 £000
Executive Directors
S Hare 2,481 2,507
J Howell 1,686 1,690
Non-executive Directors
A Duff! 400 25
S Anand 67 60
J Bates 63 60
J Bewes 81 77
A Court 81 77
D Hall 80 77
| Wasti? 50 60
D Harding?® 63 35
Notes:

1. Andrew Duff was appointed as a Non-executive Director on 1 May 2021 and Chair of the Sage Board on 1 October 2021.

2. Irana Wasti stepped down as a Non-executive Director on 22 July 2022.

3. Derek Harding was appointed as a Non-executive Director on 2 March 2021.

4. 2021values are restated. Full details are provided in the footnotes to the full single figure for total remuneration table on page 163.

Key remuneration outcomes for FY22

% of the
overall
maximum
Measure Weighting award
ARR growth* 70% 70% D
Net Promoter Score (NPS) 10% 0%
CEO performance against personal strategic goals 20% 18% —
CFO performance against personal strategic goals 20% 18.7% —
CEO total bonus opportunity achieved 100% 88% —
CFO total bonus opportunity achieved 100% 88.7% —
ARR growth** 70% 14% D
Performance .
0, 0,
Share Plan Relative Total Shareholder Return (TSR) 30% 6% -
Total Performance Share Plan opportunity achieved 100% 20% -

Notes:

* Payment of a bonus for ARR growth is subject to the achievement of an underpin condition of Group UOP margin of 16%. Group UOP was 19.3% and the
underpin met.

** For any of this portion of the PSP award to vest, a ROCE underpin of 12.0% must be met. ROCE of 18.7% was achieved and the underpin met.
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Directors’ Remuneration Report continued

Key remuneration outcomes for FY22
2022 bonus: 88.0% to 88.7% of potential payable

The 2022 bonus was aligned to our strategy of delivering
annual growth with improving margin, such that 70% of
bonus potential was based on ARR growth with a UOP
margin underpin. 10% of bonus potential was based on
customer NPS to reflect the criticality of maintaining and
improving the experience for Sage customers. ARR growth
of 11.4% (at stretch level) was achieved; the UOP margin of
19.3% met the underpin level. The NPS of 16.6 fell short of
the challenging threshold set. The remaining 20% is
determined by assessments of individual Executive
Directors’ performance against their goals. In summary:

» For the CEO, 88.0% would be payable
» For the CFO, 88.7% would be payable

The Committee determined that the formulaic outcome
is appropriate, therefore no discretion has been applied,
so between 88.0% and 88.7% of maximum bonus will be
payable. Further detail is set out on page 164.

2020 PSP: 20% of the total shares under
award vesting

PSP awards granted in December 2019 were based on
ARR growth (with a ROCE underpin) and relative TSR
performance measured over the three-year performance
period from 1 October 2019 to 30 September 2022.
Reflecting on general business performance, and the
experience of shareholders, customers, and colleagues
over the period, the Committee determined that the
formulaic outcome is appropriate, so 20% of the total
number of shares under award will vest in December 2022,
subject to a two-year holding period for both Executive
Directors. Further detail is set out on page 167.

Engagement with stakeholders

The Committee values input from shareholders and is
committed to ensuring open and transparent dialogue
between parties in regard to executive remuneration.
Where appropriate, the Committee seeks the views of

the largest shareholders individually and others through
shareholder representative bodies when considering any
significant changes to the Policy. Any feedback received
is thoughtfully reviewed and, where appropriate, changes
are implemented. Ahead of the 2023 AGM, the Committee
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consulted individually with Sage’s top 20 shareholders
and proxy agencies on the proposed changes to
Performance Share Plan metrics for 2023. This was
initially in written format and included several virtual
meetings to discuss in detail the metrics being proposed.

Colleague Success is critical for Sage and engaging with
the workforce in meaningful, two-way dialogue underpins
this. The CEO hosts frequent “All-Hands” calls for the
whole workforce, during which he provides Company
performance updates explaining how this translates to
the bonus plan.

Colleagues are encouraged to ask questions and the

CEO provides open and transparent answers. Additionally,
Company performance at a Group and regional/functional
level and bonus updates are periodically provided on our
intranet site and by email; this ensures that colleagues
are able to understand how the business is performing
during the financial year and the impact that can have

on their reward package. This is supplemented by
personalised bonus update letters for colleagues three
times ayear.

Colleagues receive a detailed personal annual reward
statement annually in December outlining their basic
salary and annual bonus plan structure (where applicable)
for the year.

Colleagues have the opportunity to share their thoughts
and feedback on all topics, including our remuneration
policies and practices, through our “Always Listening”
survey. Originally launched during 2020 in response to
the pandemic, this is a continuous feedback survey

which colleagues can access at any time. Our bi-annual
colleague Pulse Surveys and CEO roundtables also provide
opportunities for colleagues to provide feedback.

A global Reward and Recognition policy is available to
all colleagues and applies across the entire workforce.
Furthermore, colleagues are able to access a more
detailed explanation of executive pay through this
Report and of our equity awards through our

colleague intranet.



Corporate Governance Code considerations

From 1 October 2021, we have been fully compliant with the 2018 UK Corporate Governance Code. When reviewing
the Policy for Executive Directors and determining the approach to pay, in line with the Code, the Committee gives
consideration to the following:

Clarity Code provision: Engaging with stakeholders effectively, in a timely,
remuneration arrangements transparent, and relevant manner is important for the
should be transparent Company. Further details on how we engage with stakeholders
and promote effective can be found on page 69 to 77.
engagement with shareholders  The purpose, strategic alignment, and structure of each
and the workforce. element of pay is provided in the Policy and easily accessible
on our Company website.
Simplicity Code provision: Simplicity is one of our remuneration principles and guides
remuneration structures the design of our remuneration structures.
should avoid complexity and Remuneration arrangements in place for Executive Directors
their rationale and operation are not complex: executives are eligible for an annual bonus
should be easy to understand.  and a long-term incentive award under our PSP, the metrics
of which are aligned to the Company’s strategy. Salaries are
reviewed annually across the whole workforce and benefits
are provided in line with local market norms. The pension
provision for Executive Directors is 10% of salary. This policy
was applied for the first time to the appointment of Jonathan
Howell as CFO in December 2018. This Report provides open
and transparent disclosure of executive remuneration for our
workforce and our shareholders.
Risk Code provision: There is an appropriate mix of fixed and variable pay and

remuneration arrangements
should ensure reputational
and other risks from excessive
rewards, and behavioural risks
that can arise from target-
based incentive plans, are
identified and mitigated.

financial and non-financial measures and goals in our
remuneration plans.

There are mechanisms in place to ensure alignment with long-
term shareholder interests and the ongoing performance of
the business; one third of annual bonus is deferred into Sage
shares, a holding period of two years is applicable to the PSP
and Executive Directors are required to build up and maintain
asignificant holding of Sage shares both whilst an Executive
Director (300% of salary for the CEO and 275% of salary for the
CFO) and for a two-year period after stepping down from that
position (100% of their “in-employment” guideline for two
years after stepping down as a Director).

The Committee is able to exercise discretion over the
formulaic outcomes of the bonus and PSP to ensure outturns
reflect the performance of the Executive Directors and

the business.

Malus and clawback provisions are applicable to these plans
in the event of a trigger event.

Predictability

Code provision: the range of
possible values of rewards to
individual directors and any
other limits or discretions
should be identified and
explained at the time of
approving the Policy.

Incentive opportunities are capped with clearly
defined payout schedules, deferral requirements, and
holding periods.
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Directors’ Remuneration Report continued

Proportionality

Code provision: the link
between individual awards,
the delivery of strategy, and
the long-term performance of
the company should be clear.
Outcomes should not reward
poor performance.

Executive Directors’ total remuneration package is designed
to ensure that remuneration increases or decreases in line
with business performance and aligns the interests of
Executive Directors and shareholders, specifically with the
annual bonus and PSP rewarding over the short and long term.
Stretching targets over an annual (applicable to annual bonus)
and three-year performance period (applicable to the PSP) are
approved by the Committee and assessed at the end of the
respective performance period, taking into account the wider
business performance and the internal and external context.
The Committee has overriding discretion over the formulaic
outcomes of the bonus and PSP to ensure outturns reflect
performance of Executive Directors, the business, and the
shareholder experience, ensuring that poor performance is
not rewarded.

Alignment
to culture:

Code provision incentive
schemes should drive
behaviours consistent with
the company purpose, values,
and strategy.

In 2022, the Committee undertook a review of

Incentive schemes are aligned to Sage’s culture. The bonus
plan is split between Company performance and achievement
of personal strategic goals, which incorporate non-financial
metrics such as employee engagement, leadership
development, inclusion, diversity, talent development, and
the community. The Company performance measures are
central to the strategic progression of Sage and the personal
goal assessments are completed taking into account outputs
and how they have been delivered in respect of the Company’s
values and behaviours.

The PSP measures align to the Company’s strategic priorities
in addition to the wider shareholder experience through TSR.
The ESG measures first introduced into the PSP in 2022 and
updated for 2023 will drive achievement of the Sustainability
and Society strategy. Full details of the proposed measures
can be found on pages 175 and 176.

to the single figure of remuneration; a consideration of

remuneration and related policies for the wider workforce
and deemed that remuneration for Executive Directors
isaligned to the wider workforce. This is achieved by
consistent performance measures in the annual bonus
plan, pay principles that are applicable across the entire
workforce, and application of the annual pay review
process consistently across all colleagues. Additionally,
Save and Share, our all-colleague share plan, generates
Colleague Success through fostering colleagues as
shareholders at all levels across the business. In 2022,
the take-up rate was 32% of eligible colleagues.

The Committee reviewed the implementation of the
Policy over 2022 and judged it to be operating as intended
and with no deviation from the approved Policy.

It determined this through the periodic review of
potential incentive outcomes and their contribution
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wider business performance including customer metrics;
the experience of shareholders and our TSR; and the
experience of our colleagues.

I hope you find this Report to be clear in understanding
our remuneration practices and that you will be
supportive of the resolutions relating to remuneration
at the 2023 AGM. As ever, the Committee welcomes any
questions or comments from shareholders.

Annette Court
Chair of Remuneration Committee
15 November 2022



Remuneration Committee governance

Committee meetings

Activities of the Committee at aglance

Allocation of time

The Committee held 6 scheduled meetings during FY22.
Details of individual attendance at scheduled meetings

are provided on page 118.

Activities and evaluation

Note:

20% 15% , 10%

Allocation of time has been rounded to the nearest 5%

Details of the Committee’s activities are

set out below.

Activities of the Committee
During the year, the Committee focused on the matters summarised in the table below.

Key area of activity

Matters considered

Outcome

Determined bonus targets and
outcomes for 2021 and PSP outcomes
for the 2019 award.

Reviewed content of 2021 Directors’
Remuneration Report.

+ 2021 bonus determined at 60.2% to
61% of potential, as disclosed in
last year’s Report.

+ 2019 PSP determined at 33.5% of the
overall award for vesting, as
disclosed in last year’s Report.

+ Approved the 2021 Directors’
Remuneration Report.

Considering the views
on remuneration of our
stakeholders and
reviewing trends in
executive remuneration

At least quarterly, the Committee’s
advisors presented on market trends,
legislative change, and corporate
governance requirements in
executive remuneration.

» Views of shareholders, proxy
voting agencies, and market insight
provided invaluable context for the
Committee’s deliberations on the
implementation of the Policy and
its effectiveness.

Reviewing the
effectiveness of
the Policy

Reviewed performance against
in-flight incentive plans and the
forecast single figure of remuneration
for Executive Directors.

Reviewed remuneration-related risks.

Reviewed the structure of remuneration.

Discussed the bonus and PSP structure
for 2023.

+ Determined that the Policy was
operating as intended for FY22.

Reviewed the Committee’s Terms
of Reference.

Reviewed workforce remuneration and
related policies.

+ Determined no change to the
Committee’s Terms of Reference.

+ Considered the implementation
of the 2022 Policy in light of
workforce remuneration.

The Sage Group plc. Annual Report and Accounts 2022

157

110day o1691e41s

[
Q
<
1)
=
>
Q
>
(@]
(]
Py
[¢]
©
[©]
=
[l

sjuswaje]s jeloueuld

uoIleWIoU| J8p|oyaieys



Directors’ Remuneration Report continued

Remuneration
Policy 2022

The current Remuneration Policy (the “2022 Policy”) was approved by our shareholders at the 2022 AGM and can be found in full in the

2021 Annual Report, or can be downloaded from www.sage.com/investors.

The table below sets out a summary of key elements of the Policy that shareholders approved at the 2022 AGM on 3 February 2022.

Alignmentwith

strategy/purpose Operation Maximum opportunity Performance measures
Base salary Normally reviewed annually, Ordinarily, salary None, although overall
Supports the with any increases applied increaseswill bein line performance of the

recruitment and
retention of
Executive Directors
of the calibre
required to deliver
the Group’s strategy.
Rewards executives
for the performance
of theirrole. Set at
alevel that allows
fully flexible
operation of our
variable pay plans.

from January.

When determining base salary

levels, consideration is given

to the following:

+ Payincreases for other
employees in major
operating businesses
of the Group;

* Theindividual’s skills
and responsibilities;

+  Payat companies of
asimilar size and
international scope to Sage,
in particular those within
the FTSE 100 (excluding
the top 30); and

+  Corporate and individual
performance.

with increases awarded to

other employees in major

operating businesses of
the Group. However,
increases may be made
above this level at the

Remuneration

Committee’s discretion to

take account of individual

circumstances such as:

* Increase in scope and
responsibility;

* Theindividual's
development and
performance in
role (e.g. for a new
appointment where
base salary may be
increased over time
rather than set
directly at the level
of the previous
incumbent or
market level); and

+ Alignment to
market level.

Accordingly, no monetary
maximum has been set.

individual is
considered by the
Remuneration
Committee when
setting and reviewing
salaries annually.

Pension

Provides
acompetitive
post-retirement
benefit, in away that
manages the overall
cost to the Company.

Defined contribution plan (with
Company contributions set as

a percentage of base salary).
Anindividual may elect to
receive some or all of their
pension contribution as

a cash allowance.
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The Company
contribution rate for
Executive Directors is
aligned with the rate
available to the majority
of the workforce (currently
10% of salary).

None.



Alignmentwith

strategy/purpose Operation Maximum opportunity Performance measures
Benefits The Group provides arange Set at a level which None.
Provide a of benefits which may include the Remuneration
competitive and acar benefit (or cash equivalent), = Committee considers:
cost-effective private medical insurance, *  Appropriately
benefits package permanent health insurance, positioned against
to executives to life assurance, and financial comparable roles
assistthemtocarry  advice. Additional benefits may in companies of
out their duties also be provided in certain asimilar size and
effectively. circumstances which may complexity in
include relocation expenses, the relevant market;
housing allowance, and and
school fees. *  Providesasufficient
Other benefits may be offered level of benefit
if considered appropriate based on the role
and reasonable by the and individual
Remuneration Committee. circumstances,
such as relocation.
As the costs of providing
benefits will depend on
the Director’s individual
circumstances, the
Remuneration
Committee has not set
amonetary maximum.
Annual Bonus Performance measures, 175% of salary. *  Atleast 70% of

Rewards and
incentivises the
achievement of
financial and
strategic targets
over the year.

An element of
compulsory deferral
provides a link to
the creation of
sustainable long-
termvalue.

weightings, and targets are

set and payout levels are
determined by the Remuneration
Committee based on
performance against those
targets. The Remuneration
Committee may, in appropriate
circumstances, override the
formulaic outcome and amend
the bonus payout should this not,
in the view of the Remuneration
Committee, reflect overall
business performance or
individual contribution.

A minimum of one third of

any annual bonus earned by
Executive Directors is delivered
in deferred share awards with the
remainder delivered in cash. The
deferral period will usually be
aminimum of three years.

the bonus will be
determined by
measure(s) of
Group financial
performance.

*  Nomore than 30%
of the bonus will
be based on
pre-determined
financial,
strategic, ESG
or operational
measures
appropriate to the

Up to 50% of the

bonus can be paid for
delivering a target level
of performance.

individual Director.

The measures that will
apply for the financial
year 2023 are described
in the Directors’ Annual
Remuneration Report.
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Directors’ Remuneration Report continued

Alignmentwith
strategy/purpose

Operation

Maximum opportunity

Performance measures

Performance
Share Plan (PSP)
Motivates and
rewards the
achievement

of long-term
business goals.
Supports the
creation of
shareholder

value through

the delivery of
strong market
performance aligned
with the long-term
business strategy.
Supports
achievement

of our strategy

by targeting
performance under
our key financial
performance
indicators.

Awards vest dependent upon the
achievement of performance
conditions measured over
aperiod of at least three years.
Following the end of the
performance period, the
performance conditions will

be assessed and the percentage
of awards that will vest will

be determined.

The Remuneration Committee
may decide that the shares in
respect of which an award vests
are delivered to participants at
that point or that awards will
then be subject to an additional
holding period before
participants are entitled to
receive their shares. A holding
period will normally last

for two years, unless the
Remuneration Committee
determines otherwise.

The Remuneration Committee
has discretion to decide
whether and to what extent the
performance conditions have
been met and, in appropriate
circumstances, to override

the formulaic outcome. Ifan
event occurs that causes the
Remuneration Committee

to consider that an amended

or substituted performance
condition would be more
appropriate and not materially
less difficult to satisfy, the
Remuneration Committee

may amend or substitute any
performance condition.
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Awards vest on the

following basis:

*  Threshold
performance: 20%
of the maximum
shares awarded;

+  Stretch performance:
80% of the maximum
shares awarded;

*  Exceptional
performance: 100%
of the shares awarded
with straight-line

vesting between each

level of performance;
and

*  Overall individual
limit of 300% of base
salary under the rules
of the plan.
Implementation for
FY23isoutlined on
page 174 to 176.

The Remuneration
Committee retains the

discretion to make awards

up to the individual

limit under the PSP and,
as stated in previous
remuneration reports,
would expect to consult
with significant investors
if awards were to be

made routinely above
current levels.

Vesting will be

subject to performance
conditions as
determined by the
Remuneration
Committee on

an annual basis.

The performance
conditionswill initially
be Sage Business Cloud
penetration, relative
TSR, and ESG, although
the Remuneration
Committee will retain
discretion to include
additional or
alternative performance
measures which are
aligned to the
corporate strategy.
Atits discretion,

the Remuneration
Committee may elect
to add additional
underpin performance
conditions.

Details of the targets
thatwill apply for
awards granted in

2023 are setoutin

the Directors’ Annual
Remuneration Report.



Alignmentwith

strategy/purpose Operation Maximum opportunity Performance measures
All-employees UK-based Executive Directors UK participation limits None.

share plans are entitled to participate inan are those set by HMRC

Provide an HMRC-approved all-employee from time to time.

opportunity for
Directors (as well
as the general
workforce) to
voluntarily invest
in the Company.

plan, the Save and Share Plan,
under which they can make
monthly savings over a period
of three or five years linked to
the grant of an option over Sage
shares with an option price which
can be atadiscount of up to
20% of the market value of
shares on grant.

Options may be adjusted
toreflect the impact of any
variation of share capital.
Overseas-based Executive
Directors are entitled to
participate in any similar
all-employee scheme operated
by Sage in their jurisdiction.

Currently this is £500
per month (or foreign
currency equivalent).
Limits for participantsin
overseas schemes are
determined in line with
any local legislation.

Chairand
Non-executive
Director fees
Provide an
appropriate reward
to attract and retain
high-calibre
individuals.
Non-executive
Directors do not
participate in any
incentive scheme.

Fees are reviewed periodically.

The fee structure is as follows:

* TheChairispaidasingle,
consolidated fee;

+  The Non-executive Directors
are paid a basic fee, plus
fees for additional
responsibilities or time
commitments such
as chairing (and, where
appropriate, membership) of
Board Committees and to
the Senior Independent
Director; and

+ Feesarecurrently paid in
cash but the Company may
choose to provide some of
the fees in shares.

Additional travel allowance
payments may be made to

the Chair and Non-executive
Directors for time spent
travelling internationally

on Company business, for
example to attend a Board
meeting. Non-executive Directors
may be eligible for benefits such
as company car, use of secretarial
support, healthcare or other
benefits that may be appropriate
including where travel to the
Company’s registered office is
recognised as a taxable benefitin
which case a Non-executive
Director may receive the grossed-
up costs of travel as a benefit.

Set ata level which:

+ Reflectsthe
commitment and
contribution
that is expected from
the Chair and Non-
executive Directors;
and

* Isappropriately
positioned against
comparable roles
in companies of
asimilar size,
complexity and
international scope
to Sage, in particular
those within the FTSE
100 (excluding the
top 30).

Overall fees paid to
Directors will remain
within the limit stated
inour articles of
association, currently
£1.25m. Actual fee levels
are disclosed in the
Directors’ Annual
Remuneration Report
for the relevant
financial year.
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Directors’ Remuneration Report continued

Alignmentwith

strategy/purpose Operation Maximum opportunity Performance measures
Shareholding Whilst in employment, Executive Directors are None.
guideline Executives Directors are also expected to remain

Aligns the interests
of Executive
Directors and
shareholders and
encourages a focus

expected to build up

a shareholding worth 300%

of salary in respect of the CEO
and 250%' of salary in respect
of other Executive Directors

compliant with this
guideline or, if lower, their
actual shareholding at
leaving for two years
post-cessation of

on long-term over five years from the Director employment. Shares
performance. becoming subject to the acquired by an Executive
guideline. The Remuneration Director in their personal
Committee will review progress capacity at any time, or
towards the guideline on an shares released to an
annual basis and has the Executive Director prior to
discretion to adjust the 11 September 2019 are
guideline inwhat it feels are exempt from this guideline.
appropriate circumstances. The Committee retains
discretion to waive this
guidelineifitisnot
considered appropriate in
the specific circumstances.
Notes:

« Annual bonus and PSP performance measures and targets are selected each year so as to align with key financial and operational objectives.

* Awards granted under the Deferred Bonus Plan and the PSP may:

a. Be made in the form of conditional awards or nil-cost options and may be settled in cash on vesting;

b. Incorporate the right to receive an amount (in cash or shares) equal to the dividends which would have been paid or payable on the shares that
vest in the period up to vesting (or, where PSP awards are made subject to a holding period, the end of the holding period). This amount may be
calculated assuming the dividends were reinvested in the Company’s shares on a cumulative basis; and

c. Be adjusted in the event of any variation of the Company’s share capital, demerger, delisting, special dividend, rights issue or other event which
may, in the opinion of the Remuneration Committee, affect the current or future value of the Company’s shares.

1. The shareholding guideline for the CFO has been increased to 275% effective from 1 October 2022 as outlined on page 150.

Provisions to withhold (malus) or recover (clawback) sums paid under the annual bonus and PSP in the event of material
negative circumstances, such as a material misstatement in the Company’s audited results, serious reputational
damage or significant financial loss to the Company (as a result of the participant’s conduct), an error in assessing the
performance metrics relating to the award or the participant’s gross misconduct, are incorporated into the PSP, the
annual bonus and the deferred bonus plan. These provisions may apply up to three years from the release date of a PSP
award or three years from the date a cash bonus is paid or a deferred share award is granted. Details of the proposed
implementation of those provisions in the forthcoming year are set out in the Directors’ Annual Remuneration Report.

All Directors submit themselves for re-election annually.

The Remuneration Committee intends to honour any commitments entered into with current or former Directors on
their original terms, including outstanding incentive awards, which have been disclosed in previous remuneration
reports and, where relevant, are consistent with a previous policy approved by shareholders. Any such payments to
former Directors will be set out in the Remuneration Report as and when they occur.

The Remuneration Committee reserves the right to make any remuneration payments and payments for loss of office
(including exercising any discretions available to it in connection with such payments) notwithstanding that they are
not in line with the Policy set out above, where the terms of the payment were agreed (i) before the Policy set out above
came into effect, provided that the terms of the payment were consistent with the shareholder-approved Remuneration
Policy in force at the time they were agreed,; or (ii) at a time when the relevant individual was not a Director of the
Company and, in the opinion of the Remuneration Committee, the payment was not in consideration for the individual
becoming a Director of the Company. For these purposes “payments” includes the Remuneration Committee satisfying
awards of variable remuneration and, in relation to an award over shares, the terms of the payment are “agreed” at the
time the award is granted.

The Remuneration Committee may make minor amendments to the Policy (for regulatory, exchange control, tax or
administrative purposes or to take account of a change in legislation) without obtaining shareholder approval for
that amendment.
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Directors’ Annual
Remuneration Report

Purpose of this section:

* Provides remuneration disclosures for Executive and Non-executive Directors

* Details financial measures for bonus and PSP

* Illustrates Company performance and how this compares to the pay of Executive Directors

« Outlines implementation of the 2022 Policy for Executive and Non-executive Directors for 2023
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Single figure for total remuneration (audited information)
The following table sets out the single figure for total remuneration for Executive Directors for the financial years
ended 30 September 2021 and 2022.

(a) Salary/ Total fixed Total variable
fees* (b) Benefits® (c)Bonus®  (d)PSPawards’ (e)Pension® remuneration® remuneration® Total*
£°000 £000 £'000 £'000 £°000 £°000 £'000 £'000 o
2021 2021 2021 2
Director 2022 2021 2022 2021 2022 2021 2022 (restated) 2022 2021 2022 2021 2022 (restated) 2022 (restated) @
Executive Directors 2
3

S Hare 803 785 44 42 1,237 827 317 736 80 118 927 945 1,554 1563 2,481 2,507 2

J Howell 553 545 7 5 858 582 220 511 48 47 608 597 1,078 1,093 1,686 1,690 (_:lDJ

Non-executive Directors B

=4

ADuff! 400 25 - - - - - - - - 400 25 - - 400 25 -

S Anand 63 60 4 - - - - - — - 63 60 4 - 67 60

J Bates 63 60 - - - - - - — - 63 60 - - 63 60

J Bewes 81 77 — - — - — - - - 81 77 — - 81 7

ACourt 81 7 - - - - - — — — 81 77 — — 81 77 n

D Hall &0 77 - - - - = - - - 8O 1 - - 80 77 3

D Harding? 63 35 - - - - - - - - 63 35 - - 63 35 3

| Wasti?® 50 60 — - — - — - — - 50 60 — - 50 60 91'

)

Notes: %

1. Andrew Duffwas appointed as a Non-executive Director on 1 May 2021 and Chair of the Sage Board on 1 October 2021. 3

2. Derek Harding was appointed as a Non-executive Director on 2 March 2021. ‘:,"

3. IranaWasti stepped down as a Non-executive Director on 22 July 2022. a

4. Details of salary progression since 2018 for the current Executive Directors are summarised in the “Statement of implementation of Remuneration
Policy in the following financial year” on page 173 of this Report. Following a review of Non-executive Director fees, the basic Non-executive
Director fee, the Audit and Risk Chair additional fee, and the Remuneration Committee Chair additional fee were increased with effect from 1 June
2022; further details are provided on page 176.

5. Benefits provided to the Executive Directors included: car benefits or cash equivalent (Steve Hare only), private medical insurance, permanent health (:?
insurance, life assurance, financial advice and, where deemed to be a taxable benefit, the grossed-up costs of travel, accommodation, and 2
subsistence for the Directors and their partners on Sage-related business if required. Benefits exclude items subject to tax where they are in the o
nature of business expenses. Sangeeta Anand, who is based on the US West Coast, received a £4,000 travel allowance fee for her attendance at the %
September Board meeting in the UK, commensurate to the travel time required for her to attend in person. ]

6. Further information about how the level of FY22 bonus award was determined is provided in the additional disclosures below. S5

7. The 2022 PSP value for Steve Hare and Jonathan Howell is based on the PSP award granted in financial year 2020 which is due to vest in December =
2022. The performance conditions applicable to the awards are outlined on page 167 of this Report. The value is based on the number of shares §
vesting under the 2020 PSP award multiplied by the average price of a Sage share between 1 July and 30 September 2022, which was £7.063, plus 2
dividend equivalents accrued. For Steve Hare, £-21,343 of the value is attributable to movement in the share price between grant and vesting, =

=]

and for Jonathan Howell £-14,817 of the value is attributable to movement in the share price between grant and vesting. No discretion has been
exercised by the Committee. Further detail is set out below in the notes to the table. The value of Steve Hare and Jonathan Howell’s 2019 PSP for
2021 has been updated. The change in value is as aresult of changes in the share price reported in 2021 in line with the methodology set out in the
2013 Reporting Regulations (£7.204) and the share price actually achieved at vesting (E7.778).

8. Pension emoluments for Steve Hare from his appointment as CEO on 2 November 2018 were equal to 15% of base salary and reduced to 10% of base
salary with effect from 1 October 2021. Pension emoluments for Jonathan Howell were equal to 10% of base salary (less a deduction for Employer
National Insurance Contributions). Both elected to receive them as a cash allowance. Maximum pension contribution levels for the wider workforce
in the UK are 10% of salary, subject to contributions from the colleagues themselves.

9. Total fixed remuneration is inclusive of salary/fees, benefits, and pension.

10. Total variable remuneration is inclusive of bonus and PSP awards.

11. Total remuneration for Directors in 2022 was £5,052,000 compared with £4,668,000 in 2021 (updated from the 2021 Directors’

Remuneration Report).
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Directors’ Remuneration Report continued

Additional disclosures for single figure for total remuneration table (audited information)
Annual bonus 2022
The bonus targets for FY22 were set with reference to the strategy for FY22, in particular the achievement of ARR
growth and customer Net Promoter Score, taking into account the Company’s annual budget and historical

performance in determining the payout curve.

Actual
performance
(at budget
Threshold Stretch foreign currency
Bonus measure % weighting performance Target performance performance exchange rates) % of maximum bonus payable
ARR growth  70% 7.0% 8.5% 10.0% 11.4% 70%
(21% of bonus  (35% of bonus  (70% of bonus
payable) payable) payable)
Net 10% 26.0 28.0 30.0 16.6 0%
Promoter (3% of bonus (5% of bonus (10% of bonus
Score payable) payable) payable)
Strategic 20% The assessment of strategic measures is set Steve Hare (CEO):
measures out below this table (between 0% and 20% of 18% of maximum
bonus payable) Jonathan Howell (CFO):
18.7% of maximum
Total Steve Hare:
88% of maximum bonus
(154% of salary)
Jonathan Howell:
88.7% of maximum bonus
(155.2% of salary)
Notes:

* Payment of abonus for ARR growth was subject to the achievement of an underpin condition of Group UOP margin. Group underlying operating
profit margin was 19.3%, which exceeded the underpin target of 16%.

* ARR growth and UOP margin are defined on pages 290 and 289 respectively. Actuals have been retranslated at budgeted foreign currency exchange
rates consistent with the basis on which the targets were set. The Committee considered the movement of foreign currency exchange rates over the
year and determined that the effect was immaterial and that the use of like-for-like exchange rates was appropriate.

* One third of bonus is deferred into Sage shares for three years.

* The Remuneration Committee determined, after careful consideration of business performance and the interests of Sage’s stakeholders such
as shareholders, customers, and colleagues, that the calculated outcome was appropriate. Consequently, no discretion has been applied to the
calculated outcome.
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Executive Directors’ personal strategic objectives
Executive Directors’ personal strategic objectives were set by the Committee at the beginning of the financial year,
consistent with the key deliverables within the annual budget. Targets for strategic objectives are considered to be
commercially sensitive and are not disclosed. However, details of performance achievements that were taken into
account by the Committee in coming to its assessment of this measure are set out below.

Steve Hare, CEO
Steve Hare was set a range of goals linked to the execution of the 2022 budget and long-term strategy plan. These were:

Personal strategic
objectives

Demonstrate progress against the five strategic priorities (30% weighting);

Show evidence of progress against the eight transformation enablers and deliver in-year plans, with particular

focus on simplification (15% weighting);

Demonstrate progress on the Sage promises for our customers, colleagues, society, and shareholders (15% weighting);

Assess and enhance the organisational capability (30% weighting); and

Deliver year two of Sage’s Cyber Security Strategy (10% weighting).

30% weighting

The Committee took into account the following performance against those goals:
. Progress against 5 strategic priorities Strong progress has been made across all 5 priorities;

in the US Sage Intacct ARR growth of 33% and in the
UK Intacct growth of 140% has been achieved. The
Digital Network business unit has been established
and SBC penetration is above plan at 75%, resulting
in this target being met.

. Progress against 8 transformation
enablers and deliver in-year plans
15% weighting

High level of transformation achieved throughout
FY22 with the new operating model. Business units
are working successfully and the ethos of a squad
culture is embedded. The brand launch is complete
to a high quality, with external recognition.
Additionally, several strategic acquisitions have
been made. Overall, the targets were exceeded.

@ Progress on Sage promises for
customers, colleagues, society, and
shareholders 15% weighting

eNPS remains high at +28 and eSAT+79 is delivering
on our colleague promises; our Glassdoor rating

of 4.2 is also positive. Year one sustainability and
society plans delivered, with SBTi submission

made and 149,409 volunteering hours achieved.
Personally, completed in excess of 5 days for society,
sustainability, and volunteering. NPS is below target
and a refreshed approach to customer experience is
being launched for FY23, meaning that this target
was partially met.

. Assess and enhance organisational
capability 30% weighting

The Executive Leadership Team structure has
transitioned and is functioning effectively, with
anew leader for North America also appointed. The
increased focus on talent has significantly improved
succession. Targets were therefore exceeded.

Deliver year two of Sage’s Cyber
Security Strategy 10% weighting

Year two of the strategy has been successfully
delivered. In addition, the security and privacy hub
have also launched, which exceeded the targets set.

In consideration of these factors and the overall performance of the business, the Committee determined that a bonus
of 18% of the maximum 20% for this element was an appropriate award.
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Directors’ Remuneration Report continued

Jonathan Howell, CFO
Jonathan Howell was set a range of goals linked to the execution of the 2022 budget and long-term strategy plan.
These were:

* Support the business through enhanced business partnering capability and by delivering data-driven SaaS
insights (20% weighting);

* Ensure robust financial management (15% weighting);
* Enhance the equity story by showing improvement in SaaS KPIs (30% weighting);
« Buildskills and capabilities for the future (15% weighting); and

* Ensure compliant, efficient, and scalable financial operations (20% weighting).

Personal strateg ic The Committee took into account the following performance against those goals:

objectives @ Enhanced business partnering Salesforce Einstein roll out completed, covering 99%
capability and data-driven SaaS of Total Group ARR at year end. CAC/LTV and CAA/LTV
insights 20% weighting metrics are embedded across all key regions and used

as part of monthly business reviews and management
accounts. Refreshed approach to finance business
partnering, with increased focus given to key
functions. The target has been met.
‘ Robust financial management Strong balance sheet maintained. Net debt:EBITDA
15% weighting ratio of 1.6x, and liquidity of £1.3bn. £400m raised in
UK bond market with attractive terms, particularly
amid current market uncertainty. Maintained credit
rating at BBB+. Cash conversion of 107% at year end
exceeded the targets set.
. Improvement in SaaS KPIs Improvement in SaaS KPIs, with SBC penetration
30% weighting of 75% and ARR growth of 12%. Full-year organic
operating margin 19.9%, up from 19.5% in FY21. US
shareholding of 27% of register, up from 17% in FY19.
Two Investor webinars took place in March and
September, ¢.120 investors and analysts joined.
Overall, the targets set were met.
. Build skills and capabilities for the Internal hire fill rate c.40%, voluntary turnover
future 15% weighting remains controlled and within the Group risk
parameters, and colleague engagement remains high.
Ongoing personal volunteering initiatives with
Circle Collective and Chance to Shine—both Sage
Foundation charities. Continued development of key
finance team, with onboarding of regional leadership
team ongoing. The targets were partially met.

Ensure compliant, efficient, and Quality, accurate, and on-time reporting delivered
scalable financial operations throughout FY22 (MPRs, Management Accounts,
20% weighting Board/ELT reporting, quarterly, half-year, and

full-year external reporting). FY22 robotics and
automation roadmap in place to continue to deliver
efficiencies and cost savings within the shared
service centres. Since March 2021, 20 robots installed
and achieved saving of 20,000 employee hours. BEIS
readiness assessment undertaken and FY23 project
roadmap planning exceeding the targets set.

In consideration of the above and the overall performance of the business, the Committee determined that a bonus
of 18.7% of the maximum 20% for this element was an appropriate award.
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PSP awards
Awards granted under the PSP to Steve Hare and Jonathan Howell in December 2019 vest depending on performance
against two measures, measured over three years, from 1 October 2019 to 30 September 2022:

e 70% annualised recurring revenue growth with an underpin for ROCE.

« 30% relative TSR performance against the FTSE 100 (excluding financial services and extracting companies).

()
. . . . . ~+
For each measure, three levels of performance are defined below, with straight-line vesting between each level §,
of performance: target, stretch, and exceptional. D
Between target (20% vests) Between stretch (80% vests) o
Measure and stretch (80% vests) and exceptional (100% vests) (:E
©
Annualised recurring revenue growth Between 8% and 10% (with ROCE of 12%) Between 10% and 11% (or above) 9
. ~+
(Compound Annual Growth Rate (CAGR)) (with ROCE of 12%)
Relative TSR Between median and upper quartile Between upper quartile and upper decile
(or above)
@
Measure Achieved Vesting %
Annualised recurring revenue growth (CAGR) 8.0% 14.0% 3
3
8
Relative TSR 50t percentile 6.0% e,
S
<
Total 20.0% ~

The ROCE was 18.7% (compared with 12%), meaning that the underpin condition was achieved.

The Committee determined, after careful consideration of business performance and the interests of Sage’s %"
stakeholders such as shareholders, customers, and colleagues, that the formulaic outcome was appropriate. =
Consequently, 20.0% of the total award will vest. g-
Awards are scheduled to vest on 2 December 2022, and for both Executive Directors will be subject to a two-year E'U:
holding period and released on 2 December 2024. o
2
=}
s
wn
>
Q
o
=
2
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©
=
3
3
o
s
=}
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Directors’ Remuneration Report continued

PSP awards granted in FY22 (audited information)
Awards were granted under the PSP on 4 February 2022 at a market value of £7.834 to Executive Directors in the form
of conditional share awards. In alignment with our business strategy for FY22, performance conditions for awards

granted in FY22 are:

Sage Business Cloud
Penetration

of award

of award

ESG—Delivering
impactinsociety

of award

ESG—ESG strategy
impact

of award

Underpins met:
ROCE of 12.0% per annum

Cloud native penetration
of 25%

Organic revenue growth in
absolute terms at the end of
the performance period

. /

Yes No

TSR percentile ranking:

Below median =
0% of award vests

Median =
6% of award vests

Upper quartile =
24% of award vests

Upper decile =
30% of award vests

\

Sage Business Cloud
penetration in FY24:

Less than 75% =
0% of award vests

75% =11% of award vests
80% = 44% of award vests

85% =55% of award vests

. /

This portion
of the award
does not vest
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Volunteering hours
(measured in aggregate
over the three-year
performance period):

Below 400,000 =
0% of award vests

400,000=
0.75% of award vests

500,000=
3% of award vests

600,000=
3.75% of award vests

Individuals supported
(measured in aggregate
over the three-year
performance period):

Below 22,000 =
0% of award vests

22,000=
0.75% of award vests

27,000 =
3% of award vests

32,000=
3.75% of award vests

o

ESG process effectiveness
and performance impact
(measured at the end

of the three-year
performance period):

Not achieving GRI CORE
and full SASB alignment =
0% of awards vests

Achieving GRI CORE
and full SASB alignment =
1.5% of awards vests

Achieving GRI
COMPREHENSIVE and full
SASB alignment =

6% of award vests

Achieving GRI
COMPREHENSIVE and full
SASB alignment—and top
10% ranking in at least

3 ESG rating schemes =
7.5% of award vests




Vesting is on a straight-line basis between the points. The following key areas are highlighted in relation to the
performance measures:

« 55% of the awards being determined by Sage Business Cloud penetration aligns with our medium-term strategy of
growth of Sage Business Cloud in both cloud native and cloud connected solutions. This measure ensures Executive
Directors are rewarded for creating value through the Digital Network opportunity.

+ Continued focus on overall Group growth and delivery of shareholder value is achieved by:

* Requiring the achievement of a ROCE underpin of 12.0% p.a., a cloud native underpin of 25%, and organic
revenue growth in absolute terms at the end of the performance period. The Committee will exclude from the
ROCE calculation, where appropriate, any write down that arises from an asset that was acquired prior to the
appointment of the current Executive Directors.

+ 15% of the awards being determined by an ESG basket of measures aligns to our Sustainability and Society strategy.
+ 30% of the awards being determined by relative TSR performance provides shareholder alignment.

Awards will vest, subject to satisfaction of those performance conditions, in December 2024. A holding period for the
PSPs will apply for two years from the vesting date. No further performance conditions attach to the awards during the
holding period.

Maximum number Face value Face value Threshold vesting End of

Type of award of shares (E)! (% of salary) (% of award) performance period

Steve Hare Performance 258,169 2,022,500 250% 20% 30 September 2024
Jonathan Howell shares 141,690 1,110,000 200% 20% 30 September 2024

Note:

1. The face value of the PSP awards has been calculated using the market value (middle market quotation) of a Sage share on 1 December 2021
(the trading day prior to the grant for all eligible colleagues) of £7.834. Awards were granted to Executive Directors on 4 February 2022 following
approval of the 2022 Policy at the 2022 AGM.
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Directors’ Remuneration Report continued

Change in remuneration of Directors compared to colleagues
The table below shows the annual percentage change in total remuneration of Directors with colleagues employed
by The Sage Group plc. who are not also Directors of the Group.

% change 2021/2022 % change 2020/2021 % change 2019/2020
Salary/ Taxable Annual Salary/ Taxable Annual Salary/ Taxable Annual

fees! benefits? incentive® fees! benefits? incentive? fees! benefits? incentive®
Executive Directors
S Hare 2.3% 3.8% 49.5% 0.5% (65)% 229% 2% 14% (80)%
J Howell 1.4% 36.3% 47.4% 0.5% (6)% 223% 25% 37% (75)%
Non-executive Directors
A Duff* 1,500% —% —% - - - - - -
S Anand 5.6% —% —% 140% - - - - -
J Bates 5.6% —% —% 0% - - 197% - —
J Bewes 5.6% —% —% 0% - - 100% - -
ACourt 5.6% —% —% 0% - - 100% - —
D Hall 4.3% —% —% 0% - - (6)% - -
| Wasti® (16.2)% —% %  140% - - - - -
D Harding® 82.1% —% —% - - - - - -
Colleagues of the Company 4.2% 13.8% (8.7)% 5% 29% 6% 9% 37% (10)%
Notes:

* Thisinformation was published for the first time in 2020. Over subsequent years, thiswill build up to a rolling five-year period.
* The change in fees for the Non-executive Directors is reflective of their start dates and, for Irana Wasti, her leave date.

« The change in the Non-executive Directors’ fees are due to the increase in the basic Non-executive Director fee, the Audit and Risk Committee Chair
additional fee, and the Remuneration Committee Chair additional fee that took effect from 1 June 2022. Further information can be found on
page 176.

1. Average colleague pay is based on the dataset used for the CEO pay ratio as set out immediately following this section. It excludes colleagues that
joined within the reporting period, as the dataset for the Company is so small that to leave them in provides a skewed result, making meaningful
judgements difficult. The salary, taxable benefits, and annual incentive are the respective median values in the dataset and may relate to different
incumbents. Salaries and fees for Directors for 2022 are as set out on page 163 of this Report. Salaries for colleagues employed by The Sage Group
plc. are based on the dataset used for the CEO pay ratio as set out immediately below this section.

2. Steve Hare and Jonathan Howell’s taxable benefits for 2022 are as set out on page 163 of this Report. Taxable benefits for colleagues employed by
The Sage Group plc. are based on the dataset used for the CEO pay ratio as set out immediately following this section.

3. The annual incentive values for Steve Hare and Jonathan Howell for 2022 are as set out on page 163 of this Report. Annual incentives for colleagues
employed by The Sage Group plc. are inclusive of bonus and commission and are based on the dataset used for the CEO pay ratio as set out
immediately following this section. Non-executive Directors are not eligible for annual incentives.

4. Andrew Duff was appointed as a Non-executive Director on 1 May 2021 and accordingly no comparison prior to 2021/2022 can be drawn.
The significant change in his fee for 2021/2022 is due to his fee being pro-rated in 2021 to his start date of 1 May 2021 and his change inrole
from Non-executive Director to Chair of the Sage Board with effect from 1 October 2021.

5. Irana Wasti stepped down as a Non-executive Director on 22 July 2022 and accordingly her fee was pro-rated to this date.

6. Derek Harding was appointed as a Non-executive Director on 2 March 2021 and accordingly no comparison prior to 2021/2022 can be drawn.
The significant change in his fee for 2021/2022 is due to his fee being pro-rated in 2021 to his start date of 2 March 2021.
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Ratio of the pay of the CEO to that of the UK lower quartile, median, and upper
quartile colleagues

The table below shows the ratio of the pay of the CEO to that of the UK lower quartile, median, and upper quartile
colleagues in 2022, consistent with The Companies (Miscellaneous Reporting) Regulations 2018. As outlined in
the Remuneration Committee Chair’s letter, the treatment of colleagues has provided important context for the
Committee’s decisions on executive remuneration in 2022 and the Committee is consequently satisfied that the
median pay ratio for 2022 is consistent with the pay and progression policies for Sage’s UK employees as a whole.

Pay ratio Remuneration values

25th percentile 50th percentile 75th percentile Y25 (25th Y50 (50th Y75 (75th

Year Method (lower quartile) (median) (upper quartile) percentile) percentile) percentile)
2022 A 65:1 43:1 29:1 Total remuneration £38,056 £57421 £85,380
Salary only £32,122 £41,945 £48,854

2021 A 70:1 46:1 31:1 Total remuneration £34,807 £53,304 £79,739
Salary only £29,700 £42,103 £79,091

2020 A 55:1 36:1 23:1 Total remuneration £29,865 £45942 £71,524
Salary only £27955 £36,116 £56,983

2019 A 95:1 62:1 38:1 Total remuneration £26,463 £40,385 £66,095

Salary only £20,281 £34184 £51,087

The change in the pay ratio in 2022 is driven largely by the CEO receiving a pay increase lower than the average
increase for Sage’s UK employees in the year in addition to his pension contribution reducing to 10% of salary.

Notes:

« Under method A, colleague data is based on full-time equivalent pay for UK colleagues as at 30 September 2022. Pay for each colleague is calculated
in accordance with the single figure of remuneration. All components of remuneration except long-term incentives are presented on a full-time
equivalent basis by dividing sums by the average working hours divided by full-time equivalent hours for the portion of the year worked. Colleagues
who worked no hours during the year are excluded from the dataset.

* Method A has been selected as the basis of the disclosure as it is the best reflection of the underlying colleague data required by The Companies
(Miscellaneous Reporting) Regulations 2018.

+ Certain benefits have been omitted from the remuneration of colleagues except the CEO. These principally comprise sums paid by way of expenses
allowance chargeable to UK income tax and not paid through the payroll. Such expenses are typically irregular and generally immaterial to
remuneration and are excluded to enable more meaningful comparison of the ratio of underlying colleague remuneration over time.

* The CEO’s pay is based on the single figure of remuneration set out on page 163 of this Report. Because a large portion of the CEO’s pay is variable,
the pay ratio is heavily dependent on the outcomes of variable pay plans and, in the case of long-term share-based awards, share price movements.
Further information on these outcomes for the CEO in FY22 is set out on pages 164 to 167 of this Report.

Historical executive pay and Company performance

The table below summarises the Chief Executive Officer’s single figure for total remuneration, annual bonus payout,

and PSP vesting as a percentage of maximum opportunity for the current year and previous nine years.

CEO 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
CEOssingle figure of Steve Hare! — — - - - 98 2495 1557 2,507 2481
remuneration (in £°000)  stephen Kelly? - — 1521 1723 3547 1690 - - - =

Guy Berruyer®* 1,670 1,616 108 - - - - - - —
Annual bonus payout (as Steve Hare — — — — — 0%* 94% 18% 60% 88%
% maximum opportunity) Stephen Kelly - —  67% 69% 19% 0% - - -

Guy Berruyer 2% 55% 0% — — — — — — —
PSP vesting (as % of Steve Hare — — — - - 29% 5% 27% 34% 20%
maximum opportunity)  Stephen Kelly - - - - 66%  29% - - - =

Guy Berruyer 0% 0% 64% — — — — — — —

Notes:

1. Steve Hare was appointed Interim COO & CFO on 31 August 2018. Whilst Steve Hare’s job title at 30 September 2018 was Interim COO & CFO, not CEO,
he isregarded as being the equivalent of CEO for the purposes of the disclosure.

2. Stephen Kelly stepped down from the position of CEO on 31 August 2018.
3. Guy Berruyer stepped down from the position of CEO on 5 November 2014.

4. Steve Hare waived his entitlement to a bonus in respect of 2018.
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Directors’ Remuneration Report continued

Historical Group performance against FTSE 100
The graph below shows the TSR of the Group and the FTSE 100 over the last 10 years. The FTSE 100 index is the index

against which the TSR of the Group should be measured because of the comparable size of the companies which
comprise that index.

Value (£)
350

300 /././.—__.7
250 —— o

200 /./
150 Mﬁf
100

50

0

30-Sep-12 30-Sep-13 30-Sep-14 30-Sep-15 30-Sep-16 30-Sep-17 30-Sep-18 30-Sep-19 30-Sep-20 30-Sep-21 30-Sep-22
@ Sage
-@- FTSE 100 Index
Note:

* This graph shows the value, by 30 September 2022, of £100 invested in The Sage Group plc. on 30 September 2012 compared with the value of £100
invested in the FTSE 100 index. The other points plotted are the values at intervening financial year ends.

Payments to past Directors (audited information)

Asreported in the 2020 Annual Report, Blair Crump retains interests in the Company’s PSP and Deferred Shares Bonus

Plan. He is eligible to receive a pro-rated proportion of the PSP awards granted during the 2018 and 2019 financial

years that remained unvested on his retirement date of 31 March 2020. His DSBP award will not be subject to time

pro-rating. The awards vesting are subject to the PSP and DSBP plan rules and compliance with certain post-

termination covenants, including the post-cessation shareholding requirement set out on page 145 of the 2020 Annual

Report. In FY22, his PSP award granted on 28 February 2019 vested on 4 December 2021 on the same basis as other

Executive Directors, as outlined on page 145 of the 2021 Annual Report.

Payments for loss of office (audited information)
No payments were made for loss of office during FY22.
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Relative importance of spend on pay
The charts below show the all-employee pay cost (as stated in the notes to the accounts), profit before tax (PBT) and
returns to shareholders by way of dividends and share buybacks for 2021 and 2022.

The information shown in this chart is based on the following:

* Underlying PBT (underlying as reported)—Underlying profit before income tax taken from the consolidated income
statement on page 200. Underlying PBT has been chosen as a measure of our operational profitability.

* Returns to shareholders—Total dividends taken from note 15.5 on page 268; value of shares purchased during
the year taken from consolidated statement of changes in equity on pages 204 and 205;

» Total colleague pay—Total staff costs from note 3.3 on page 220, including wages and salaries, social security
costs, pension, and share-based payments.
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Statement of implementation of Remuneration Policy in the following financial year @
This section provides an overview of how the Committee is proposing to implement the Policy in 2023. %
3
Base salary =
An annual salary review was carried out by the Committee in November 2022. Following that review, the Committee %
approved the following: gh
Salary 1 January 2023 Salary 1January 2022 Salary1January 2021 Salary 1January 2020 Salary 1 January 2019 g
Steve Hare! £841,500 £809,000 £785,000 £785,000 £770,000 g-
(4% increase) (3% increase) (no increase) (1.9% increase) (appointed CEO 2 Nov 2018) >
Jonathan £577,000 £555,000 £545,000 £545,000 £535,000
Howell? (4% increase) (1.8% increase) (no increase) (1.9% increase) (appointed CFO 10 Dec 2018)

Notes:
1. Steve Hare was appointed CEO on 2 November 2018. His 2018 salary reflected his prior role as CFO.
2. Jonathan Howell was appointed CFO on 10 December 2018.

The equivalent average increase for colleagues eligible for an annual pay award is 5.8% (in respect of colleagues
based in the United Kingdom).
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Directors’ Remuneration Report continued

Pension and benefits

The CEO and the CFO will continue to receive a pension provision worth 10% of salary, as a contribution to
adefined contribution plan and/or as a cash allowance. The pension for the wider workforce is 10% of salary.
Executive Directors will also receive a standard package of other benefits and, where deemed necessary, the
costs of travel, accommodation, and subsistence for the Directors and their partners on Sage-related business,
consistentwith that in FY22.

Annual bonus
Key features of the Executive Directors’ annual bonus plan for 2023 are as follows:

¢ The maximum annual bonus potential is 175% of salary;
* One third of any bonus earned will be deferred into shares for three years under the Deferred Bonus Plan; and

* Annual bonuses awarded in respect of performance in 2023 will be subject to potential withholding (malus)
or recovery (clawback) if specified trigger events occur within three years of the payment/award of the annual
bonus. Trigger events will include a material misstatement of the audited results, error in calculation of the
bonus payout, serious reputational damage, or significant financial loss as a result of an individual’s conduct
or gross misconduct which could have warranted an individual’s summary dismissal.

The annual bonus for 2023 for Executive Directors will be determined as detailed below:

As a percentage of maximum bonus opportunity:

Measure!

ARR growth? 70%
Customer-related measure inclusive of Net Promoter Score 10%
Strategic goals 20%
Notes:

1. The business is moving to reporting its key metrics primarily on an underlying basis. Accordingly, Executives’ incentives for FY23 will also
be measured on an underlying basis. This will apply to the ARR growth and the underlying operating profit margin underpin in the annual
bonus. The Remuneration Committee will review on a case-by-case basis the impact on underlying measures of significant acquisitions
and disposals and judge whether to adjust incentive targets or outcomes.

2. Payout is dependent upon the satisfaction of the underpin condition of underlying operating profit margin.

The selection of measures and targets takes into account the Company’s strategic priorities, its internal
budgeting and, where relevant, consensus. The ARR growth measure is based on the definition of ARR set out
on page 290. Strategic goals will include diversity, equity and inclusion metrics. Targets are not disclosed
because they are considered by the Board to be commercially sensitive. Many of the Company’s competitors
are unlisted companies and not required to disclose their targets; the Company’s disclosure could provide
its competitors with a considerable advantage. It is intended for retrospective disclosure to be made in next
year’s Report.

Performance Share Plan
The Committee reviews award sizes annually, taking into account factors such as underlying business
performance, individual performance, and share price movement.

The CEO and CFO will be granted PSP awards in December 2022. Awards will be of shares worth 250% of salary for
the CEO and 225% of salary for the CFO at the date of grant.

Vesting of these awards will be subject to satisfaction of the following performance conditions measured over
the three financial years to 30 September 2025.

The Committee is satisfied that all the targets represent a degree of challenge proportionate to the potential
rewards that may be realised for their achievement.
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Sage Business Cloud penetration (50% of award)

The growth rate in Sage Business Cloud penetration can be expected to decelerate as the portfolio penetration
increases over time, reflecting the additional degree of challenge in shifting the portfolio to the cloud.

The stretching targets set reflect an increase from those in the prior year.

Sage Business Cloud penetration in FY25! % of award vesting?
Below threshold 0.0% 0% f_—’;’
Threshold 85.0% 10% a5
Stretch 89.0% 40% B
Exceptional 92.0% 50% é‘?
o
Notes: ~

1. The business is moving to reporting its key metrics primarily on an underlying basis. Accordingly, Executives’ incentives for FY23 will also be
measured on an underlying basis. Thiswill apply to the absolute growth, cloud native ARR growth and Return on Capital Employed (ROCE) underpins
in the PSP. The Remuneration Committee will review on a case-by-case basis the impact on underlying measures of significant acquisitions and
disposals and judge whether to adjust incentive targets or outcomes.

2. Vesting of this portion of the PSP award is subject to i) the achievement of 12.0% p.a. ROCE underpin to be met; ii) the achievement of 30% cloud native

penetration underpin; and iii) organic revenue having grown in absolute terms at the end of performance period. ROCE is defined on page 290. g’
Cloud native penetration is penetration from cloud native solutions, which are defined on page 83. Organic revenue is defined on page 289. (<D
3
3
Relative TSR performance condition (30% of award) 2
TSR ranking % of award vesting (_:DU
Below threshold Below median 0% 3
14
Threshold Median 6% -
Stretch Upper quartile 24%
Exceptional Upper decile 30%
Notes: n
* TSR performance comprises share price growth and dividends paid. Vesting is on a straight-line basis between the points. 8
+ Sage’s TSR performance will be measured relative to the TSR of the constituents of the FTSE 100, excluding financial services and extracting companies. 3
)
ESG—Protect the Planet (7.5% of award) ®
Delivering on our climate change commitment, this metric addresses reduction in Scope 1, 2, and 3 carbon emissions: =)
@
% reduction in carbon emissions! % of award vesting (_Eé
Below threshold Below 6.9% 0% =
Threshold 6.9% 1.5%
Stretch 13.8% 6%
Exceptional 20.7% 7.5% o
>
Notes: 2
5
1. Targets are for emissions reduction between FY22 and FY25, aligning to our commitment to achieve 50% reduction in emissions by 2030 o
(from a 2019 baseline) and our Net Zero goal by 2040. %
2. Outturns will be independently verified. ;—‘
Vesting is on a straight-line basis between the points. 2
=
ESG—Tech for Good (5% of award) 3
Enabling customers to become more sustainable and supporting them on their own sustainability journey through =
=}

the number of Sage products that have embedded functionality for carbon accounting:

Number of Sage products! % of award vesting
Below threshold Below 3 products 0%
Threshold 3 products 1%
Stretch 6 products 4%
Exceptional 8 products 5%

Note:

1. Atthe beginning of FY23, Sage had no products or propositions that can support customers on their own sustainability journey. Performance will
be assessed at the end of FY25 when the Remuneration Committee will determine how many products meet the materiality test for inclusion.
Vesting is on a straight-line basis between the points.
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Directors’ Remuneration Report continued

ESG—Diversity, Equity, and Inclusion (7.5% of award)

Progress in the core activities for Diversity, Equity, and Inclusion through the inclusion score in our

Employee Engagement Survey:

Inclusion score!

% of award vesting

Below threshold 0%
Threshold 0.75%
Stretch 3%
Exceptional 3.75%
Note:

1. The inclusion score will be measured in Q12025 Employee Engagement Survey. The FY22 baseline based on the March 2022 survey is 79.

Vesting is on a straight-line basis between the points.

Percentage of leadership teams in the top four levels of Sage meeting our global gender diversity target

(namely comprising no more than 60% of any one gender):

% of award vesting

Below threshold 0%
Threshold 0.75%
Stretch 3%
Exceptional 3.75%
Note:

2. The % of teams meeting our global gender diversity target will be assessed at the end of FY25. Currently the baseline is that 30% of our most

senior leadership teams meet this target.

Vesting is on a straight-line between the points.

PSP awards granted in FY23 will be subject to potential withholding (malus) or recovery (clawback) if specified
trigger events occur prior to the third anniversary of the release date of an award. Trigger events in respect of
PSP awards will comprise a material misstatement of the audited results, an error in calculation of the extent of
the PSP vesting, serious reputational damage or significant financial loss as a result of an individual’s conduct
or gross misconduct which could have warranted an individual’s summary dismissal, or a material failure of

risk management.

Non-executive Director remuneration

The table below shows the fee structure for Non-executive Directors for 2023. Non-executive fees, except for the fee

for the Chair, are determined by the executive members of the Board plus the Chair. Following a review of the time
commitment and associated responsibilities of the Non-executive Directors, the basic Non-executive Director fee, the
Audit and Risk Committee Chair additional fee, and the Remuneration Committee Chair fee were increased with effect
from 1 June 2022. The fee for the Senior Independent Director did not change. The fee for the Chair of the Board is

determined by the Committee and has not changed.

2023 fees
Chair of the Board all-inclusive fee £400,000
Basic Non-executive Director fee £70,000
Senior Independent Director additional fee £17,000
Audit and Risk Committee Chair additional fee £20,000
Remuneration Committee Chair additional fee £20,000

176 The Sage Group plc. Annual Report and Accounts 2022



Directors’ shareholdings and share interests (audited information)

The shareholding guideline for the CFO is 275% of salary and 300% of salary for the CEO. Executive Directors are
expected to build up the required shareholding within a five-year period of the Executive Director becoming subject to
the guideline. As at 30 September 2022, Steve Hare held shares worth 478% of salary and Jonathan Howell held shares
worth 311% of salary. Values include unvested deferred shares net of tax at the estimated marginal withholding rates
and any shares held by the Executive Directors’ connected persons. The values for Executive Directors are derived from
interests in shares valued using the average market price of a share in the three months to 30 September 2022 (the last
trading day of the financial year), which was £7.063, and the Executive Director’s basic salary over the same period.

Additionally, from 11 September 2019 the Committee introduced a requirement for Executive Directors to hold Sage
shares for a two-year period after stepping down from that position. This post-employment shareholding guideline is
aligned to the Investment Association guidance, such that Executive Directors are required to remain compliant with
100% of their “in-employment” shareholding guideline for two years after stepping down as a Director. The Executive
Director’s actual shareholding will include any shares acquired through the vesting or release of shares from share
incentive plans (net of tax, where applicable) after the date the policy was adopted and unvested shares granted under
the Deferred Bonus Plan (net of tax), but excludes shares acquired through purchase and the release of shares under
share incentive plans where the release occurred prior to the Committee’s adoption of the policy. Additionally, PSP
shares vesting after cessation are subject to a two-year holding period at vesting.

On cessation as an Executive Director, the Committee may subject any relevant portion of an unvested share award
preserved for “good leaver” reasons to the fulfilment of the post-cessation shareholding requirement as a condition
of vesting. Furthermore, for awards granted to an Executive Director on or after 1 October 2019, the Committee may as
a condition of grant require an Executive Director to have a relevant portion of a released share award be released into
anominee account to be held on their behalf until such time as the post-cessation shareholding requirement expires.

Interests in shares
The interests as at 30 September 2022 of each person who was a Director of the Company during the year (together with
interests held by his or her connected persons) were:

Ordinary shares at Ordinary shares at

Director 30 September 2022 30 September 2021
S Anand - -
J Bates 16,735 16,735
J Bewes 10,000 10,000
ACourt 6,350 6,350
D Hall 10,000 10,000
S Hare! 408,625 382,510
J Howell 146,660 146,660
| Wasti? - -
D Harding?® 10,000 10,000
A Duff* 13,150 13,150
Total 621,520 595,405
Notes:

1. Lucinda Cowley is a person closely associated with Mr Hare. The total for 30 September 2022 includes 20,000 shares also held by Lucinda Cowley.
2. Irana Wasti stepped down as a Non-executive Director on 22 July 2022.

3. Derek Harding was appointed as a Non-executive Director on 2 March 2021.

4. Andrew Duff was appointed as Non-executive Director on 1 May 2021.

There have been no changes in the Directors’ holdings in the share capital of the Company, as set out in the table above, between 30 September 2022
and the date of this Report.

Details of the Executive Directors’ interests in outstanding share awards under the PSP, Deferred Bonus, and all-employee share option plans are set
out below.
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Directors’ Remuneration Report continued

All-employee share options (audited information)
All Executive Directors are eligible to join the all-employee share plan, the Sage Save and Share Plan, on the same
terms as all colleagues based in their respective local jurisdiction. See note 15.2 on page 261 to 266 for more detail
of this plan. In the year under review, Steve Hare participated in this scheme. The outstanding all-employee share
options granted to each Director of the Company are as follows:

Exercise price

Shares under
option at
10ctober 2021

Granted

Exercised

Lapsed

Shares under
optionat

during theyear duringtheyear duringtheyear 30 September 2022

Director per share number number number number number Date exercisable
SHare 604p 2,980 - (2,980) - — 1August 2022-31
Total 2,980 — (2,980) — — January 2023
Notes:

« Steve Hare participated in the 2019 Save and Share Plan. Under the UK Save and Share Plan rules, the scheme has a three-year saving period.
No performance conditions apply to options granted under this plan. For the 2019 UK Save and Share grant, the exercise price was set at £6.04,
a20% discount on the average share price on 20, 21, and 22 May 2019 of £7.546. Steve exercised 2,980 options during 2022 at a fair market value
per share of £7.126; this resulted in a gain of £3,236.28.

« Jonathan Howell did not participate in the 2019 Save and Share Plan.

* The market price of a share of the Company at 30 September 2022 (the last trading day of the financial year) was £6.972 (mid-market average)
and the lowest and highest market prices during the year were £5.956 and £8.538 respectively.

Performance Share Plan (audited information)
The outstanding awards granted to each Executive Director of the Company under the PSP are as follows:

Under award Awarded Vested Lapsed Under award

10ctober 2021 duringtheyear duringtheyear duringtheyear 30 September 2022
Director Grant date number number number number number Vesting date
S Hare 4 February 2022 — 258,169 - — 258,169 2 December 2024
2 December 2020 267,006 — — — 267,006 2 December 2023
2 December 2019 208,278 - - - 208,278 2 December 2022
28 February 2019 265,975 - (89,101) (176,874) — 4 December 2021

741,259 258,169 (89,101) (176,874) 733,453
J Howell 4 February 2022 - 141,690 - - 141,690 2 December 2024
2 December 2020 185,374 - - - 185,374 2 December 2023
2 December 2019 144,600 - - - 144,600 2 December 2022
28 February 2019 184,801 - (61,908) (122,893) — 4 December 2021

514,775 141,690 (61,908) (122,893) 471,664

Total 1,256,034 399,859 (151,009) (299,767) 1,205,117

Notes:

* Novariations were made in the terms of the awards in the year.

+ PSP awards for 2022 were granted to Executive Directors on 4 February 2022. The market price of the award was £7.834.

* The performance conditions for awards granted in February 2019, December 2019, and December 2020 and are set out in the respective Reports
for the year of grant and for awards granted in February 2022 on page 168.

* The performance conditions for Steve Hare and Jonathan Howell’s awards that vested during 2022 are set out on page 145 of the 2021 Report.

« Awards for Steve Hare granted in December 2017 and after are subject to a holding period of two years on vesting. Awards for Jonathan Howell
vesting in 2020 and after are subject to a holding period of two years on vesting.

* All PSP awards were granted as conditional awards.
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Deferred shares (audited information)
The outstanding awards granted to each Executive Director of the Company under The Sage Group Deferred Bonus Plan
are as follows:

Under award at Awarded Vested Lapsed Under award

10ctober 2021 during theyear duringtheyear duringtheyear 30 September 2022
Director Grant date number number number number number Vesting date
S Hare 2 December 2021 - 35,188 - - 35,188 2 December 2024
2 December 2020 14,260 - - - 14,260 2 December 2023
2 December 2019 55,620 - - - 55,620 2 December 2022
J Howell 2 December 2021 - 24,754 — - 24,754 2 December 2024
2 December 2020 10,225 - - - 10,225 2 December 2023
2 December 2019 32,102 — - — 32,102 2 December 2022

Total 112,207 59,942 — — 172,149

Notes:

* Awards are not subject to further performance conditions once granted. The market price of a share on 1 December 2021, the trading day prior to the
date of the awards made in the year ended 30 September 2022, was £7.834.

* Novariations were made in the terms of the awards in the year.
There are limits on the number of newly issued and treasury shares that can be used to satisfy awards under the Group’s

share schemes in any 10 year period. The limits and the Group’s current position against those limits as at
30 September 2022 (the last practicable date prior to publication of this Report) are set out below:

Limit Current position
5% of Group’s share capital can be used for discretionary share schemes 3.9%
10% of Group’s share capital can be used for all share schemes 4.8%

The current position consists of shares released during the period plus committed shares inclusive of dividend
equivalents accrued, with the total adjusted for forfeitures and, where applicable, performance expectations.

The Company has previously satisfied all awards through the market purchase of shares or transfer of treasury shares
and will continue to consider the most appropriate approach, based on the relevant factors at the time.

External appointments

Executive Directors are permitted, where appropriate and with Board approval, to take non-executive directorships
with other organisations in order to broaden their knowledge and experience in other markets and countries. Fees
received by the Directors in their capacity as directors of these companies are retained, reflecting the personal
responsibility they undertake in these roles. The Board recognises the significant demands that are made on Executive
and Non-executive Directors and has therefore adopted a policy that no Executive Director should hold more than one
directorship of other listed companies. Except in exceptional circumstances, where approved in advance by the Chair
of the Committee, if an Executive Director holds non-executive positions at more than one listed company then only
the fees from one such company will be retained by the Director. Jonathan Howell was appointed as independent
non-executive director to the board of Experian plc, with effect from 1 May 2021 and as such receives an annual fee

of €162,250. For the year ended 31 March 2022, he received €159,000, as reported on page 144 of the Experian Annual
Report 2022. This is the only appointment of this nature he holds. Steve Hare does not currently hold any appointments
of this nature.

No formal limit on other board appointments applies to Non-executive Directors under the Policy, but prior approval
(not to be unreasonably withheld) from the Board is required in the case of any new appointment.
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Directors’ Remuneration Report continued

Unexpired term of contract table

Unexpired term of contract
on 30 September 2022, or on

Director Date of contract date of contract if later Notice period under contract
Executive Directors

SHare 3 January 2014 12 months 12 months from the Company and/or individual
J Howell 10 December 2018 12 months 12 months from the Company and/or individual
Non-executive Directors

S Anand 1 May 2020 7 months 1 month from the Company and/or individual
J Bates 31 May 2022 2 years 8 months 1 month from the Company and/or individual
J Bewes 1 April 2022 2 years 6 months 1 month from the Company and/or individual
ACourt 1 April 2022 2 years 6 months 1 month from the Company and/or individual
D Hall 1 January 2020 3 months 1 month from the Company and/or individual
D Harding 2 March 2021 1year 5 months 1 month from the Company and/or individual
A Duff 1 May 2021 1year 7 months 1 month from the Company and/or individual

Consideration by the Directors of matters relating to Directors’ remuneration
The following Directors were members of the Committee when matters relating to the Directors’ remuneration for the

year were being considered:
* Annette Court (Chair);
+  Drummond Hall; and

+ DrJohnBates.

The Committee received assistance from Amanda Cusdin (Chief People Officer), Tara Gonzalez (Executive Vice
President, Reward & Recognition), Vicki Bradin (General Counsel and Company Secretary), and other members of
management (including the CEO and CFO), who may attend meetings by invitation, except when matters relating

to their own remuneration are being discussed.
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External advisors

The Committee continues to receive advice from Deloitte LLP, an independent firm of remuneration consultants
appointed by the Committee after consultation with the Board. During the year, Deloitte’s executive compensation
advisory practice advised the Committee on developments in market practice, corporate governance, institutional
investor views, the development of the Company’s incentive arrangements, and the review of the Policy. Total fees
foradvice provided to the Committee during the year were £96,650 (charged on a time spent basis).

The Committee is satisfied that the advice it has received has been objective and independent.

Deloitte is a founding member of the Remuneration Consultants Group and adheres to its code in relation to executive
remuneration consulting in the UK. Other parts of Deloitte have provided tax advice, specific corporate finance
support in the context of merger and acquisition activity, and unrelated corporate advisory services.
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Pay Governance LLC provided the Committee with advice on market practice and executive remuneration pay and
incentive structures in the United States. Total fees for advice provided to the Committee in July 2022 were $28,110
(charged on a time spent basis).

Stitch, a Deloitte business, provided the Sage reward team with communication support on colleague reward and share

plan communications during 2022. 9
<
Statement of shareholding voting 3
The table below sets out the results of the vote on the 2022 Policy at the 2022 AGM and the Directors’ Remuneration %
Report at the 2022 AGM: ;nj
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Remuneration Policy 825,904,476 9912 7,332,300 0.88 833,236,776 189,118
Remuneration Report 816,960,269 98.46 12,768,964 154 829,729,233 3,696,661
/; CZs /:':/ A m
76 . = - =
4 3
' @
()
Annette Court o
Chair of the Remuneration Committee 2
15 November 2022 g
2
[72]
wn
3
o
3
o
©
=
3
3
o
s
=]

The Sage Group plc. Annual Report and Accounts 2022 181



Directors’ Report

The Directors present their report together with the
audited consolidated financial statements for the
financial year ended 30 September 2022 (the “Annual
Report and Accounts”). The Annual Report and Accounts
contain statements that are not based on current or
historical fact and are forward-looking in nature.
Please refer to the “Disclaimer” on page 187.

Information included in the

Strategic Report

The Directors’ Report, together with the Strategic
Report on pages 1to 105, represents the management
report for the purpose of compliance with the
Disclosure Guidance and Transparency Rules 4.1.R.

As permitted by legislation, some of the matters
required to be included in the Directors’ Report have
instead been included in the Strategic Report, as the
Board considers them to be of strategic importance.
Specifically, these are:

Subject matter

Page reference

Future business
developments

12 to 15—Chief Executive’s
review (relevant information
isalso in the Strategic Report
on pages 24 to 25)

Greenhouse gas
emissions, energy
consumption and
energy-efficiency
action

44 to 45, 47, and 50 to 67—
Sustainability section (relevant
information is also available in
our Sustainability and Society
Report on our website)

Employment of
disabled persons
Engagement with
colleagues
Engagement with
suppliers, customers
and others

38 to 43—People section

78 to 81—section 172(1)
statement, 69 to 77 (relevant
information is also in the
Strategic Report on pages 70
and 71, in the Corporate
Governance Report on pages
124 to 127, and in this Directors’
Report on page 183)

Important events
affecting the Group
after year end

pages 14 and 15 of the Strategic
Report and Note 18 to the
financial statements on

page 275
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Corporate governance statement

The DTRs require certain information to be included

in a corporate governance statement in the Directors’
Report. This information can be found in the Corporate
Governance Report on pages 106 to 181, which is
incorporated into this Directors’ Report by reference and,
in the case of the information referred to in DTR 7.2.6,

in this Directors’ Report.

Disclosure of information under
ListingRule 9.8.4

Sub-section

of Listing Page
Rule 9.8.4R Detail reference
7 Allotments of shares for 261, 262
cash pursuant to the Group
employee share schemes
12,13 Shareholder waiver of 186

dividend

Results and dividends

The results for the financial year are set out from page 189
to 288. Full details of the proposed final dividend
payment for the year ended 30 September 2022 are set out
on page 268. The Board is proposing a final dividend

of 12.10 pence per share following the payment of an
interim dividend of 6.30 pence per share on 17 June 2022.
The proposed total dividend for the year is therefore
18.40 pence per share.

Going concern

After making enquiries, the Directors have a reasonable
expectation that Sage has adequate resources to continue
in operational existence for at least 12 months from the
date of signing these financial statements. Accordingly,
they continue to adopt the going concern basis in preparing
the financial statements. In reaching this conclusion, the
Directors have had due regard to the following:

* The Group has arobust balance sheet with £1.3bn of
cash and available liquidity as at 30 September 2022
and strong underlying cash conversion of 107%,
reflecting the strength of the subscription business
model. Further information on the available cash
resources including the undrawn revolving credit
facility and committed bank facilities is provided
in note 13 to the financial statements on pages 249
to 252.



+ The financial position of Sage, its cash flows,
financial risk management policies and available
debt facilities, which are described in the financial
statements, and Sage’s business activities, together
with the factors likely to impact its future growth and
operating performance, are set out in the Strategic
Report on pages 82 to 89.

+ The Directors have reviewed liquidity and covenant
forecasts for the Group for the period to 31 March 2024,
(the going concern assessment period), which reflect
the expected impact of economic conditions on
trading. In reviewing the forecasts, consideration
has been given to the level of debt maturity, which is
considered to be entirely manageable. Stress testing
has been performed with the impact of severe
increases in churn and significantly reduced levels
of new customer acquisition and sales to existing
customers being considered.

Viability Statement

The full Viability Statement and the associated
explanations made in accordance with provision 31
of the Code can be found on pages 104 and 105.

Research and development

During the year, the Group incurred a cost of £302m

(2021: £281m) in respect of research and development.
Please see page 219 (note 3.2 in the financial statements) for
further details.

Political donations
No political donations were made in the year.

Directors and their interests

Alist of Directors, their interests in the ordinary

share capital of Sage, their interests in its long-term
Performance Share Plan and Deferred Share Bonus Plan
and details of their options over the ordinary share capital
of Sage are given in the Directors’ Remuneration Report
on pages 148 to 181. No Director had a material interest in
any significant contract, other than a service contract or
contract for services, with Sage or any of its operating
companies at any time during the year.

The names of all persons who, at any time during the year,
were Directors of Sage can be found on pages 110 to 111.

Sage maintains directors’ and officers’ liability insurance
which provides appropriate cover for legal action brought
against our Directors. Sage has also granted indemnities
(which are qualifying third-party indemnity provisions
under the Companies Act 2006) to each member of the
Board, under which it has agreed to indemnify the
Directors to the extent permitted by law and by Sage’s

articles of association, in respect of all liabilities
incurred in connection with the performance of their
duties as a Director of Sage or any of its subsidiaries.
These indemnities are currently in force. Neither these
indemnities, nor the insurance provides cover in the event
that an indemnified individual is proven to have acted
fraudulently or dishonestly.

Employment policy

The Group continues to be committed to pursuing equity,
diversity, and inclusion in all its employment activities
and welcomes the unique culture, identity, and experience
that each person can bring. This applies to recruitment,
training, career development, and promotion, as well as
ensuring that there is no bias or discrimination in the
treatment of persons with disabilities.

Applications for employment are welcomed from

persons with disabilities and adjustments are made

in consultation with the applicant to ensure they can
demonstrate their suitability for the role. Wherever
possible, we will undertake any adjustments or retraining
that is required to retain any colleague who becomes
disabled during their employment within the Group.

Further details of the Board’s diversity policy can be
found on pages 134 to 137, and information regarding
the diversity of the workforce is provided on pages 42
and 43.

Engagementwith colleagues

The Group has continued its policy of colleague
involvement by making information available and
consulting, where appropriate, with colleagues on matters
of concern to them. Colleagues regularly receive updates
on the financial and economic factors affecting the
Group, and conversely the Group regularly seeks feedback
from colleagues, including through Pulse Surveys. Many
colleagues participate in Sage’s share option schemes
and a long-term Performance Share Plan. Further details
of colleague engagement and how the Directors have had
regard to colleague interests and the effect of that regard
on principal decisions taken by the Board during the year
(including the role of our Board Associate) are provided on
pages 38 to 43,70 to 71, and 124 to 127.

Engagement with other stakeholders

Details of engagement with stakeholders, including
customers and others in a business relationship with Sage
and information on how the Directors have had regard to
their interests and the effect of that regard on principal
decisions taken by the Board during the year are provided
on pages 69 to 81.
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Directors’ Report continued

Major shareholdings

As at 30 September 2022, Sage had been notified,

in accordance with the DTRs, of the following interests
in its ordinary share capital®:

Nature of
Name Ordinary shares % ofcapital? holding
BlackRock, Inc. 64,021,267 590 Directand

Indirect
Lindsell Train 54,140,022 5.01 Direct
Limited
FIL Limited 55,288,722 510 Directand

Indirect
Avivaplc & its 37,536,359 343 Directand
subsidiaries Indirect
Notes:

1. Inthe period from 30 September 2022 to the date of this report,
no further notifications were received.

2. % as at date of notification. The DTRs require notification when the
% voting rights (through shares and financial instruments) held by
a person reaches, exceeds or falls below an applicable threshold
specified in the DTRs.
Information provided to Sage under the DTRs is publicly
available via the regulatory information service and on
Sage’s website at sage.com.

Share capital

Sage’s share capital is set out on page 261. Sage has
asingle class of share capital which is divided into
ordinary shares of 1#77 pence each.

Rights and obligations attaching to shares
Voting

In a general meeting of Sage, the provisions of the
Companies Act 2006 apply in relation to voting rights,
subject to the provisions of the articles of association
and to any special rights or restrictions as to voting
attached to any class of shares in Sage (of which there
are none). In summary:

* Onashow of hands, each qualifying person (being
an individual who is a member of Sage, a person
authorised to act as the representative of a corporation
or a person appointed as a proxy of a member) shall
have one vote, except that a proxy has one vote for and
one vote against a resolution if the proxy has been
appointed by more than one member and has been given
conflicting voting instructions by those members,
or has been given discretion as to how to vote; and

* Onapoll, every qualifying person shall have one vote
for every share which they hold or represent.

No member shall be entitled to vote at any general
meeting or class meeting in respect of any shares held

by them if any call or other sum then payable by them in
respect of that share remains unpaid. Currently, all issued
shares are fully paid.
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Deadlines for voting rights

Full details of the deadlines for exercising voting rights
in respect of the resolutions to be considered at the
Annual General Meeting to be held on 2 February 2023
will be set out in the Notice of Annual General Meeting.

Dividends and distributions

Subject to the provisions of the Companies Act 2006, Sage
may, by ordinary resolution, declare a dividend to be paid
to the members, but no dividend shall exceed the amount
recommended by the Board.

The Board may pay interim dividends, and also any fixed
rate dividend, whenever the financial position of Sage,
in the opinion of the Board, justifies its payment.

All dividends shall be apportioned and paid pro-rata
according to the amounts paid up on the shares.

Liquidation

If Sage is in liquidation, the liquidator may, with the
authority of a special resolution of Sage and any other
authority required by the statutes (as defined in the
articles of association):

+ Divide among the members in specie the whole or
any part of the assets of Sage; or

* Vest the whole or any part of the assets in trustees
upon such trusts for the benefit of members as the
liquidator shall think fit.

Transfer of shares

Subject to the articles of association, any member may
transfer all or any of his or her certificated shares by an
instrument of transfer in any usual form or in any other
form which the Board may approve. The Board may, in its
absolute discretion, decline to register any instrument of
transfer of a certificated share which is not a fully paid
share (although not so as to prevent dealings in shares
taking place on an open and proper basis) or on which
Sage has a lien.

The Board may also decline to register a transfer of

a certificated share unless the instrument of transfer is:
(i) left at Sage’s Registered Office, or at such other

place as the Board may decide, for registration; and

(i) accompanied by the certificate for the shares to be
transferred and such other evidence (if any) as the Board
may reasonably require to prove the title of the intending
transferor or his or her right to transfer the shares.

The Board may permit any class of shares in Sage to be
held in uncertificated form and, subject to the articles of
association, title to uncertificated shares to be
transferred by means of a relevant system and may revoke
any such permission. Registration of a transfer of an
uncertificated share may be refused where permitted by
the statutes (as provided in the articles of association).



Repurchase of shares

In line with common practice for listed companies, Sage
requests shareholder authority at its Annual General
Meeting (“AGM”) each year for the Company to buy back its
ordinary shares in the market (the “Buyback Authorities”).
Sage obtained shareholder authority at the AGM held

on 3 February 2022, to buy back in the market up to
102,374,941 ordinary shares (the “2022 Buyback
Authority”). The 2022 Buyback replaced a similar
authority granted at the AGM held on 4 February 2021 in
respect of 109,355,465 ordinary shares, which expired at
the 2022 AGM (the “2021 Buyback Authority”). The 2022
Buyback Authority has not been used and will expire at the
AGM to be held in 2023, but will, subject to shareholder
approval at the AGM, be replaced by another similar
authority. Under the terms of the Buyback Authorities,

the minimum price which must be paid for each ordinary
share is its nominal value and the maximum price is the
higher of an amount equal to 105% of the average of the
middle market quotations for an ordinary share as derived
from the London Stock Exchange Daily Official List for the
five business days immediately before the purchase is
made and an amount equal to the higher of the price of
the last independent trade of an ordinary share and the
highest current independent bid for ordinary shares on
the trading venue where the purchase is carried out (in
each case exclusive of expenses). The 2021 Buyback
Authority was used during FY22 to buy back, under a share
buyback programme, a total of 27,979,129 ordinary shares
of 1" pence each in Sage, as explained further below.
Share repurchases are used from time to time as a method
to control the Group’s leverage and decisions are made
against strict price, volume and returns criteria that

are agreed by the Board and regularly reviewed.

On 3 September 2021, Sage had announced that a capital
return of up to £300m would be executed via a new share
buyback programme. The share buyback programme,
executed using the 2021 Buyback Authority, commenced
on 6 September 2021 and ended on 24 January 2022. A total
number of 27,979,129 ordinary shares of 1#7" pence each

in Sage were repurchased between 1 October 2021 and

24 January 2022, as part of the share buyback programme
and were held in treasury, to be utilised to meet
obligations arising from share option programmes, or
other allocation of shares, to colleagues or Directors. The
aggregate amount of the consideration paid by Sage for
these shares was £ 210,458,831.64 and the average price
paid per ordinary share was £7.52. The shares purchased
during FY22 represent approximately 2.54% of the called-
up share capital of the Company, as at 30 September 2022.

The share buyback programme was consistent with the
Group’s disciplined approach to capital allocation and
reflects its medium-term leverage objectives, strong
ongoing cash generation and the sale proceeds from

disposals completed in FY21 and FY22. Please refer to
note 16.2 on pages 273 and 274 for further information
ondisposals completed in FY22 and to page 236 of the
FY21 Annual Report for further information on disposals
completed in FY21. For Board considerations setting
out why share buyback was the chosen method of
capital return, please refer to page 97 of the FY21
Annual Report.

All repurchases of ordinary shares under the share
buyback programme were carried out in accordance

with Chapter 12 of the Listing Rules and those provisions
of Article 5(1) of Regulation (EU) No. 596/2014 (as
incorporated into UK domestic law by the European Union
(Withdrawal) Act 2018) and the Commission Delegated
Regulation (EU) 2016/1052 (as incorporated into UK
domestic law by the European Union (Withdrawal) Act
2018) dealing with buyback programmes.

Amendment of Sage’s articles

of association

Any amendments to Sage’s articles of association may be
made in accordance with the provisions of the Companies
Act 2006 by way of special resolution. Sage’s articles of
association were last amended at the Annual General
Meeting held on 4 February 2021.

Appointment and replacement of Directors
Directors shall be not less than two and no more than 15 in
number. Directors may be appointed by Sage by ordinary
resolution or by the Board. A Director appointed by the
Board holds office until the Annual General Meeting and
is then eligible for election by the shareholders, in
accordance with Sage’s articles of association.

The Board may from time to time appoint one or more
Directors to hold employment or executive office for such
period (subject to the provisions of the Companies Act
2006) and on such terms as they may determine and may
revoke or terminate any such appointment.

Under the articles of association, at every Annual General
Meeting of Sage, every Director who held office on the
date seven days before the date of the Notice of Annual
General Meeting, shall retire from office (but shall be
eligible for election or re-election by the shareholders).
Sage may by special resolution (or by ordinary resolution
of which special notice has been given) remove, and the
Board may by unanimous decision remove, any Director
before the expiration of his or her term of office. The
office of Director shall be vacated if: (i) he or she resigns;
(ii) he or she has become physically or mentally incapable
of acting as a director and may remain so for more than
three months and the Board resolves that his or her office
is vacated; (iii) he or she is absent without permission of
the Board from meetings of the Board for six consecutive
months and the Board resolves that his or her office is
vacated; (iv) he or she becomes bankrupt or makes an
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Directors’ Report continued

arrangement or composition with his or her creditors
generally; (v) he or she is prohibited by law from being
adirector; or (vi) he or she is removed from office
pursuant to the articles of association.

Powers of the Directors

The business of Sage will be managed by the Board
which may exercise all the powers of Sage, subject to

the provisions of Sage’s articles of association, the
Companies Act 2006 and any ordinary resolution of Sage.
Authority is sought from shareholders at each Annual
General Meeting to grant the Directors powers, in line
with institutional shareholder guidelines and relevant
legislation, in relation to the issue and buyback by the
Company of its shares.

Shares held in the Employee Benefit Trust
The trustee of The Sage Group plc. Employee Benefit Trust
(EBT) has agreed not to vote any shares held in the EBT at
any general meeting. If any offer is made to shareholders

to acquire their shares the trustee will not be obliged to
accept or reject the offer in respect of any shares which
are at that time subject to subsisting awards, but will have
regard to the interests of the award holders and will have
power to consult them to obtain their views on the offer.
Subject to the above the trustee may take action with
respect to any offer it thinks fair. The trustee has waived
itsright to dividends on the shares held in the EBT.

Significant agreements

The following significant agreements contain provisions
entitling the counterparties to exercise termination or
other rights in the event of a change of control of Sage:

* Under the terms of (i) the £350m 1.625 per cent
guaranteed Notes due 25 February 2031; and (ii) the
£400m 2.875 per cent guaranteed Notes due 8 February
2034, both issued by the Company and guaranteed by
Sage Treasury Company Limited, a Noteholder has the
right to require the Company to redeem or repay its
Notes on a change of control of the Company where at
the time of the occurrence of the change of control:

(i) the Notes then in issue carry, on a solicited basis,

an investment-grade credit rating which is either
downgraded to non-investment grade or withdrawn (so
long as the Notes are not upgraded or reinstated to an
investment-grade rating by the relevant rating agency,
or areplacement investment-grade rating of another
rating agency on a solicited basis is not obtained, in
each case within a set period of time, and the relevant
rating agency confirms that its rating decision
resulted, in whole or in part, from the occurrence of the
change of control), or (ii) the Notes then in issue carry
anon-investment grade credit rating from each rating
agency then assigning a credit rating on a solicited
basis or no credit rating from any rating agency on
asolicited basis. Under the terms of the Notes, “change
of control” is defined as: (i) any person or any persons
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acting in concert (as defined in the City Code on
Takeovers and Mergers), other than a holding company
(as defined in Section 1159 of the Companies Act 2006,
as amended) whose shareholders are or are to be
substantially similar to the pre-existing shareholders
of the Company, shall become interested (within the
meaning of Part 22 of the Companies Act 2006, as
amended) in (x) more than 50 per cent. of the issued

or allotted ordinary share capital of the Company or
(y) shares in the capital of the Company carrying

more than 50 per cent. of the voting rights normally
exercisable at a general meeting of the Company; or
(ii) Sage Treasury Company Limited ceases to be
adirector indirect subsidiary of the Company.

Under a note purchase agreement dated 20 May 2013
relating to US$150m senior notes, Series F, due 20 May
2023 and US$50m senior notes, Series G, due 20 May
2025 between Sage Treasury Company Limited and
the note holders and guaranteed by the Company, on
a change of control of the Company, the Company will
not take any action that consummates or finalises

a change of control unless at least 15 business days
prior to such action it shall have given to each holder
of notes written notice containing and constituting
an offer to prepay all notes on a date specified in
such offer which shall be a business day occurring
subsequent to the effective date of the change of
control which is not less than 30 days or more than

60 days after the date of the notice of prepayments.
Where a holder of notes accepts the offer to prepay,
the prepayment shall be 100% of the principal amount
of the notes together with accrued and unpaid
interest thereon and shall be made on the proposed
prepayment date. No prepayment under a change of
control shall include any premium of any kind.

Under a note purchase agreement dated 26 January
2015 relating to €30m senior notes, Series |, due

26 January 2023 and US$200m senior notes, Series J,
due 26 January 2025 between Sage Treasury Company
Limited and the note holders and guaranteed by the
Company, on a change of control of the Company, the
Company will not take any action that consummates
or finalises a change of control unless at least 15
business days prior to such action it shall have given
to each holder of notes written notice containing and
constituting an offer to prepay all notes on the date
specified in such offer which shall be a business day
occurring subsequent to the effective date of the
change of control which is not less than 30 days or
more than 60 days after the date of notice of
prepayments. Where a holder of notes accepts the
offer to prepay, the prepayment shall be 100% of the
principal amount of the notes together with accrued
and unpaid interest thereon and any applicable net
loss and, in each case, including the deduction of



any applicable net gain and shall still be made on the
proposed payment date. No prepayment under a change
of control shall include any premium of any kind.

Under the terms of the note purchase agreements
above, “control” is defined as per section 450 of the
Corporation Tax Act 2010, and a “change of control”
occurs if any person or group of persons acting in
concert gains control of the Company.

Under a dual tranche US$719m and £135m five-year
multi-currency revolving credit facility agreement
dated 7 February 2018 (as amended and restated on
15 December 2021) between, amongst others, Sage
Treasury Company Limited and the facility agent, and
guaranteed by the Company, on a change of control,
if any individual lender so requires and after having
consulted with Sage Treasury Company Limited in
good faith for not less than 30 days following the
change of control, the facility agent shall, by not

less than 10 business days’ notice to Sage Treasury
Company Limited, cancel the commitment of that
lender and declare the participation of that lender in
all outstanding loans, together with accrued interest
and all other amounts accrued under the finance
documents, immediately due and payable, whereupon
the commitment of that lender will be cancelled

and all such outstanding amounts will become
immediately due and payable. In respect of this
revolving credit facility agreement, “control” is
defined as per section 840 of the Income and
Corporation Taxes Act 1998.

The platform reseller agreement dated 31 January 2015
relating to the Company’s strategic arrangements with
Salesforce.com EMEA Limited contains a change of
control right enabling Salesforce to terminate the
agreement in the event there is a change of control in
favour of a direct competitor of Salesforce.com EMEA
Limited. The agreement contains post-termination
requirements upon Salesforce to support a transition
for up to a specified period. In respect of the platform
reseller agreement with Salesforce.com EMEA Limited,
“change of control” occurs where a corporate
transaction results in the owners of the subject entity
owning less than 50% of the voting interests in that
entity as a result of the corporate transaction.

All of Sage’s employee share plans contain provisions
relating to a change of control of The Sage Group plc.
Outstanding awards and options may vest and become
exercisable on a change of control, subject, where
applicable, to the satisfaction of any applicable
performance conditions and time pro-rating.

Branch

The Group, through various subsidiaries, has a branch in
France. Further details are included in note 19 on pages
27510 279.

Financial risk management

The Group’s exposure to and management of capital,
liquidity, credit, interest rate and foreign currency risk
are shown in note 14.6 to the financial statements.

Our approach to risk management generally and our
Principal Risks can be found in note 14.6 and on pages 90
to 103.

Disclaimer

The purpose of this Annual Report and Accounts is to
provide information to the members of Sage. The Annual
Report and Accounts has been prepared for, and only for,
the members of Sage, as a body, and no other persons.
Sage, its Directors and employees, agents or advisors do
not accept or assume responsibility to any other person to
whom this document is shown or into whose hands it may
come and any such responsibility or liability is expressly
disclaimed. The Annual Report and Accounts contains
certain forward-looking statements with respect to the
operations, performance and financial condition of

the Group. By their nature, these statements involve
uncertainty since future events and circumstances can
cause results and developments to differ materially from
those anticipated. The forward-looking statements
reflect knowledge and information available at the date
of preparation of this Annual Report and Accounts and
Sage undertakes no obligation to update these forward-
looking statements. Nothing in this Annual Report and
Accounts should be construed as a profit forecast.

Statement of Directors’ responsibilities
The Directors are responsible for preparing the

Annual Report and Accounts, including the Directors’
Remuneration Report and the financial statements of the
Group and the Company, in accordance with applicable
laws 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 UK-adopted International Accounting
Standards (UK-IFRS) and the Company financial statements
in accordance with United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice),
including FRS102 “The Financial Reporting Standard
applicable in the UK and Republic of Ireland”

Under company law, the Directors must not approve the
financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the Group
and the Company and of the profit or loss of the Group and
the Company for that period.
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Directors’ Report continued

In preparing these financial statements the Directors are
required to:

+ Selectsuitable accounting policies and then apply
them consistently;

+ Make judgements and estimates that are reasonable
and prudent;

+ State whether, for the Group applicable UK-IFRS have
been followed, subject to any material departures
disclosed and explained in the financial statements;

« State whether, for the Company, applicable United
Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice), including
FRS 102 “The Financial Reporting Standard applicable
in the UK and Republic of Ireland” have been followed,
subject to any material departures disclosed and
explained in the financial statements; and

* Prepare the financial statements on the going concern
basis, unless it is inappropriate to presume that the
Group and the Company will continue in business.

The Directors are responsible for the maintenance and
integrity of Sage’s website. Legislation in the United
Kingdom governing the preparation and dissemination
of financial statements may differ from legislation in
other jurisdictions.

Directors’ statement

The Directors as at the date of this report, whose names
and functions are listed in the Board of Directors’ section
on pages 110 to 111, confirm that:

» Tothe best of their knowledge, the Group’s financial
statements, which have been prepared in accordance
with UK-adopted International Accounting Standards
(UK-IFRS), give a true and fair view of the assets,
liabilities, financial position and profit or loss of
the Group;

* Tothe best of their knowledge, the Company’s
financial statements, which have been prepared
in accordance with United Kingdom Accounting
Standards (United Kingdom Generally Accepted
Accounting Practice), including FRS 102 “The
Financial Reporting Standard applicable in the UK
and Republic of Ireland”, give a true and fair view of
the assets, liabilities, financial position and profit
or loss of the Company; and

* Tothe best of their knowledge, the Directors’ Report
and the Strategic Report include a fair review of the
development and performance of the business and the
position of the Group and the Company together with
adescription of the principal risks and uncertainties
that it faces.
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Each Director as at the date of this report further
confirms that:

+ Sofarasthe Director is aware, there is no relevant
audit information of which the Group’s and the
Company’s auditors are unaware; and

+ The Director has taken all the steps that they ought
to have taken as a Director in order to make himself/
herself aware of any relevant audit information and to
establish that the Group’s and the Company’s auditors
are aware of that information.

This confirmation is given and should be interpreted
in accordance with the provisions of section 418 of the
Companies Act 2006.

In addition, the Directors as at the date of this report
consider that the Annual Report and Accounts, taken
as awhole, is fair, balanced and understandable and
provides the information necessary for shareholders
to assess the Company’s and the Group’s position,
performance, business model and strategy.

By Order of the Board

Vicki Bradin
Company Secretary

15 November 2022

The Sage Group plc.
Company number 02231246
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