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SAGE PEOPLE LIMITED

STRATEGIC REPORT
FOR THE YEAR ENDED 30 SEPTEMBER 2021

Introduction

The Directors of Sage People Limited (the “Directors”) present their Strategic Report for Sage People Limited
(the “Company") for the year ended 30 September 2021. The directors of The Sage Group plc., the ultimate
parent company, set the strategy for the whole Sage group of companies (“Sage”, or the “Group"), including
Sage People Limited. This is set out within the The Sage Group plc. Annual Report and Accounts for the year
ended 30 September 2021 (the “Plc Annual Report and Accounts”), which does not form part of this report. The
business has a clearly defined strategy to respond to the changes taking place in technology and in the markets
in which it operates in a way that leverages the strengths of the business model and delivers organic revenue
and margin growth.

Principal activity

The Company provides cloud HR software to mid-size companies, enabling them to acquire, manage and retain
their people. HR software is a fast-growing market, with the move to cloud very well established and still
accelerating.

Around 25% of the revenue is from customers headquartered outside the UK, with end users in over 30
countries.

Fair review of business

The Company incurred a loss on ordinary activities before taxation of £8,130,000 (2020: £9,407,000) on a
turnover of £22,743,000 (2020: £24,291,000).

Please see the Directors' Report for consideration around the impact of COVID-19.
Future developments

The external commercial environment is expected to remain competitive during the current financial year.
Despite recognising losses in the current period, the Directors remain confident that the Company will be able to
accelerate its growth in the future by utilising the distribution channels and other resources of The Sage Group

plc.

Principal risks and uncertainties

The Global Risk Management Framework has been built to identify, evaluate, analyse, manage and mitigate
those risks which threaten the successful achievement of our business strategy and objectives, within
acceptable tolerances. Risks are owned and managed at a Global level and are formally reviewed on a quarterly
basis.

Risk is inherent within our business activities, and the Group as a whole continues to prioritise and develop its
risk management capability in recognition of this. Timely identification of risks, combined with their appropriate
management and escalation, enables the Group to successfully run each business and deliver strategic
change, whilst ensuring that the likelihood and/or impact associated with such risks is understood and managed
within our defined risk appetite.

Currently there are twelve principal risks which are monitored and reported against at a Global level which also
apply to the Company.

Understanding Customer Needs
Execution of Product Strategy
Innovation

Route to Market

Customer Success
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. Third Party Reliance

. People and Performance

. Culture

. Cyber Security & Data Privacy

. Data Strategy

. Live Services Management

. Environmental, Social & Governance

The background, management and mitigation process are disclosed in the Plc Annual Report and Accounts.
Financial instruments
Financial risk management

The Company's operations expose it to a variety of financial risks that include credit risk and interest rate risk.
The Company does not use derivative financial instruments to manage interest rate risk and as such, no hedge
accounting is applied.

Credit risk

The Company has implemented policies that require appropriate credit checks on potential customers before
sales are made. The amount of exposure with any counterparty is subject to a limit.

The treasury function is managed at Global level. The credit risk on liquid funds is considered to be low, as the
Audit Committee approved Global Treasury Policy restricts the value that can be invested in each approved
counterparty to minimise the risk of loss. All counterparties must meet minimum credit rating requirements.

Interest rate risk

The Company’s exposure to interest rate risk is managed by the Group treasury function. The Company holds
no external borrowings so is only exposed to interest rate fluctuations on intercompany borrowings, whose rates
are set by the treasury function.

Key performance indicators

The directors of The Sage Group plc. manage and measure the Group's operations on a regional and
segmental basis. For this reason, the Directors believe that analysis using other key performance indicators, in
addition to the revenue and profit set out above, for the Company is not necessary or appropriate for an
understanding of the development, performance or position of the Company’s business. The key performance
indicators used by the directors of The Sage Group plc. to manage and measure the performance of the Group
are discussed within the Plc Annual Report and Accounts.

Section 172(1) statement

As per Section 172(1) of the Companies Act 2006 (“Section 172(1)”), a director of a company must act in the
way he or she considers, in good faith, would be most likely to promote the success of the company for the
benefit of its members as a whole, and in doing so have regard (amongst other matters) to:

the likely consequences of any decision in the long term;

the interests of the company’s employees;

the need to foster the company’s business relationships with suppliers, customers and others;

the impact of the company’s operations on the community and the environment;

the desirability of the company maintaining a reputation for high standards of business conduct; and

the need to act fairly as between members of the company.

~0oo0oT®

This statement describes how the Directors have had regard to the matters set out above when performing their
duty to promote the success of the Company for the benefit of its members as a whole, having regard to the
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interests of its stakeholders and the wider society.

Sage is the global market leader for technology that provides small and mid-sized businesses with the visibility,
flexibility and efficiency to manage finances, operations and people. Working alongside its partners, Sage is
trusted by millions of customers worldwide to deliver the best cloud technology and support. Sage’s years of
experience mean that colleagues and partners understand how to serve its customers and communities through
the good as well as the more challenging times. Sage’s purpose is to knock down barriers so everyone can
thrive and its strategy is to be the trusted network for small and mid-sized businesses, building experiences that
connect, remove friction and deliver insights.

The Company, as part of Sage, looks to operate within and support this culture. The Directors are responsible
for monitoring and upholding the culture, values, standards, ethics and reputation of the Company and Sage to
ensure that their obligations to the Company’s stakeholders, including its shareholders, are met. The Company
follows Sage’s policies and procedures, including those relating to standards of business conduct, colleagues,
the community, the planet and other stakeholders. However, in considering items of business, the Company
makes autonomous decisions based on each transaction's own merits, after due consideration of the long-term
sustainable success of the Company, Section 172(1) factors where relevant, and the stakeholders impacted.
Board meetings are held as and when required to discuss matters of business. In the year ended 30 September
2021 the key principal decisions of the Directors included the change of the registered office address.

As is typical for a company which is part of a large listed group, the Directors fulfil their duties partly through a
governance framework determined at Group level that delegates day-to-day decision-making to Sage’s
management. Such delegation forms part of Sage’s robust governance structure which encompasses the
principles of Section 172(1) so that they ultimately become embedded within the business and everything Sage
does as a Group.

The Directors recognise that Sage, including the Company, has a wide range of stakeholders and balancing
their respective needs and expectations is important. The decision-making process is structured to enable
Directors to evaluate the merit of proposed business activities in view of competing priorities and the likely
consequences of decisions on our stakeholders over the short, medium and longer term. The Directors are
committed to effective engagement with all stakeholders of the Company and acknowledge that, as part of
Sage, engagement activities are mostly carried out at Group level. The values and behaviours upheld when
engaging with stakeholders are consistent across Sage, irrespective of which member of the Group is
communicating with any and all of Sage’s stakeholders.

After due consideration, the Directors have determined the Company’s key stakeholders to be largely consistent
with those set out on pages 26 and 27 of the Plc Annual Report and Accounts.

Investors
The Directors consider the long-term impact of corporate actions and decisions on and for the benefit of the
Company’s direct and indirect shareholders. The Company’s ultimate parent is The Sage Group plc. and
effective engagement with Sage’s investors is maintained at Group level. You can read more about Sage’s
engagement with investors on page 89 of the Plc Annual Report and Accounts available on Sage’s website at
sage.com.

Colleagues

The Directors recognise that colleagues are a key resource and the life blood of the Company and Sage more
widely. Every day they serve our customers through their innovation, integrity and passion. Engagement with the
Company’s employees during the year ended 30 September 2021 were integrated into Sage colleagues’
engagement activities and included, amongst other things, Sage TV broadcasts, presentations of strategy,
quarterly performance updates, bi-annual colleague ‘Pulse’ surveys, ongoing ‘Always Listening’ channels and
other feedback channels around moments that matter. Colleague feedback helps Sage to knock down barriers,
remove obstacles that hinder customer and colleague experience and drive positive change. Listening to
colleagues also formed a crucial part of Sage’s hybrid working strategy as colleague input helped to develop the
Group’s Flexible Human Work framework. Diversity, equity and inclusion remains an area of focus at Sage. The
Directors are committed to fostering a culture of diversity, equity and inclusion and promoting a healthy and
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supportive corporate culture by setting the tone from the top. You can read more about Sage’s engagement with
colleagues on pages 90 and 91 of the Plc Annual Report and Accounts available on Sage’s website at
sage.com.

Customers

Customers are at the heart of the Company’s business and the Directors recognise that fostering business
relationships with them is essential to the long-term sustainable success of the Company and Sage. They are
the small and mid-sized businesses which are the growth engine of the global economy, and the accountants
and other professionals who rely on Sage to help them deliver a great service to their clients, whatever their
size. You can read more about Sage’s engagement with customers on page 92 of the Plc Annual Report and
Accounts available on Sage’s website at sage.com.

Partners

The Company has no partners itself. The Directors are cognisant that partners are crucial to Sage’s success
and effective engagement is maintained at Group level. You can read more about Sage’s engagement with
partners on page 93 of the Plc Annual Report and Accounts available on Sage’s website at sage.com.

Communities and the planet

The Directors recognise that Sage is committed to managing the Group’s use of resources proactively to
minimise environmental impact and investing in education, technology, and environmental change to give
individuals, small and mid-sized businesses and our planet the opportunity to thrive. Sage launched its
Sustainability and Society strategy ‘Knocking down barriers’ in FY21 to help create a more equitable and
sustainable future. Sage’s culture and commitment to doing business the right way is notably demonstrated
through the work of the Sage Foundation, which combines charitable giving and supporting colleague
engagement with non-profit organisations delivering change. You can read more about Sage’s engagement with
communities and its impact on the environment on page 94 of the Plc Annual Report and Accounts available on
Sage’s website at sage.com.

In addition to the above stakeholders, it is recognised that other groups of stakeholders could also be relevant
to the Company’s and Sage’s activities. The Directors have regard for and engage with such groups to the
extent that they are affected by, and themselves affect, the operations of the Company. The Company’'s
suppliers for instance are significant to the Company and Sage, and therefore the Company seeks to develop
and foster business relationships with them to maximise value and efficiency. Sage implements a thorough
supplier onboarding process and procurement lifecycle (including to appropriately manage data privacy and
security matters) through Sage’s governance model. Sage has also developed a Supplier Code of Conduct
which all suppliers are required to follow, and which defines Sage’s expectations of responsible business and
behaviour underlying the strategic focus on customer needs, in line with the high standards of business conduct
that Sage strives to promote.

This report was approved by the board and signed on its behalf.

onathan Kirkup
Director

Date: 17 December 2021
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The Directors present their report and the financial statements for the year ended 30 September 2021.
Dividends

The Directors do not recommend payment of a dividend (2020: nil).

Directors

The Directors who served during the year were:

Victoria Louise Bradin

Christopher Ewen

Jonathan Kirkup (appointed 23 October 2020)
Paul Struthers (appointed 23 October 2020)

Indemnity provisions

As at the date of this report, indemnities (which are qualifying third party indemnity provisions under the
Companies Act 2006) are in place under which the Company has agreed to indemnify the Directors of the
Company and the former Directors of the Company who held office during the year ended 30 September 2021,
to the extent permitted by law and by the Company's articles of association, in respect of all liabilities incurred in
connection with the performance of their duties as a director of the Company or its subsidiaries. Copies of these
indemnities are available for review at the registered office of the Company.

Information included in the Strategic Report

Information on future developments and financial instruments is disclosed in the Strategic Report in accordance
with Section 414C(11) of the Companies Act 2006.

COVID-19

Since January 2020, the Covid-19 pandemic has brought and will continue to bring significant change to the
global economic, social, political and business landscape. In response, the directors of The Sage Group plc.
have continually reviewed the actual, emerging and potential impacts of the pandemic on the principal risks to
identify any new risks or changes to existing risks and opportunities that may have arisen, with a specific lens
on what could change the risk profile materially.

Throughout 2021, Sage’s Covid-19 Task Force supported Sage’s recovery approach, ensuring that colleagues,
customers, and partners were being appropriately supported through the available resources and expertise that
Sage has at hand. During the latter part of the year, the focus shifted to assisting colleagues with a safe return
to an office environment.

Research and development activities
The Directors regard the investment in research and development as integral to the continuing success of the

business and ensuring our products remain a strong player in this sector. Details of total spend in research and
development are included within note 5 to the financial statements.
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