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Sage is the global market leader for technology that helps
businesses of all sizes manage everything from money to people –
whether they’re a start-up, scale-up or enterprise.

Contents
STRATEGIC REPORT
Chairman’s statement

Our investment case

Our business model

Donald Brydon’s introduction
to FY18

Key ingredients required to build
a great SaaS business

How we create value for
our stakeholders

p. 4-5

In conversation with
Steve Hare

p. 6-13

Our strategy to deliver

p. 14-15

Our key performance
indicators

Our key strategic priorities

Setting the scene for FY19
p. 16-20

p. 23

Measuring progress against
our objectives
p. 24-25

Non-financial information statement
ESG
factsheet

Our
People

Business
Builders

Sage
Foundation

Ethics &
Governance

Our
Environment

p. 39

p. 40-43

p. 44-45

p. 46-49

p. 50

p. 51-53

Financial review
A review of the year in numbers
p. 54-59

Principal risks
and uncertainties
Our approach, appetite
and viability statement

Risk Management
Our approach and
risk governance
p. 60-69

p. 70-73

GOVERNANCE REPORT

Chairman’s introduction

The Board of Directors

The Board of Sage is committed
to the highest possible standards
of corporate governance. Within
this section you can read more
about the following:

Introducing the Board
and their priorities

Profiles, skills & experience
p. 74-75

p. 76-77

Our Executive team

Corporate Governance Report

Profiles, skills & experience

Insight into the Board and
Committee activities

p. 78-79

Directors’
Remuneration Report
Aligning pay
with performance

p. 80-102

Directors’ Report
Other statutory and
regulatory measures
p. 103-128

p. 129-133

FINANCIAL STATEMENTS

p. 144-148

Independent auditor’s report to the members of
The Sage Group plc
Group financial statements

p. 149-201

Notes to the Group financial statements

p. 203-204

Company financial statements

p. 205-209

Notes to the Company financial statements

p. 210-212

Glossary

p. 135-143

Further information
available within this report

Further information
available online
at sage.com/investors

The Sage Group plc.

Annual Report and Accounts 2018

1

2018: THE YEAR
IN NUMBERS
Organic revenue growth

Statutory revenue growth

6.8% 7.6%
27.8% 23.1%
£1,441m 96%
1

FY17: 7.8%

FY17: 19.2%

Organic operating margin

Statutory operating profit margin

FY17: 28.0%2

FY17: 20.3%

Recurring revenue

Underlying cash conversion

FY17: £1,351m

FY17: 95%

About our non-GAAP measures and why we use them
Throughout the Strategic Report we quote two kinds of non-GAAP measure: underlying and organic.
We use these measures in monitoring performance and incentivising management.
Underlying measures allow management and investors to compare performance without the potentially distorting effects
of foreign exchange movements, one-off items or non-operational items.
Organic measures allow management and investors to understand the like-for-like performance of the business.
Full definitions of underlying and organic can be found within the glossary to the financial statements.
Reconciliations of statutory revenue and operating profit to their underlying and organic equivalents are in the Financial Review
starting on page 54.

1 6.6% including asset held for sale (note 16 of the financial statements).
2 As reported.
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FROM THE EDITOR

Our purpose is to transform the way people think and work…
so their organisations can thrive.
To serve that purpose, our vision is to become a great SaaS business
for customers and colleagues alike.
To achieve this vision we are….

UNLEASHING
THE POWER OF

SUBSCRIPTION

W

hen Sage was founded back in 1981 by three friends studying at
Newcastle University, accountancy software was in its infancy and
consumer behaviour was very different. Technology has evolved
significantly since then, driving shifts towards cloud technology,
powered by subscription.
Subscription isn’t a new concept; we’ve been paying for satellite TV, gym
memberships and car insurance on subscription for many years – but it’s only now
that businesses are becoming attuned to the value proposition of consuming their
financial software as a service (SaaS), on subscription.
The power of a subscription relationship provides the foundation for Sage and
its customers to grow and prosper alongside one another. Embracing a closer
relationship on subscription, Sage understands its customers better and can add
more value to their business, meaning customers stay longer, buy more and feel
happier doing so.
In order to build a successful SaaS business on subscription, Sage is focusing on
the following key ingredients which you can read more about throughout this report:
1. Ensuring colleagues prioritise customer success by putting customers at the
heart of every thing we do;
2. Colleague success: Building a high-performing culture which values the
individual and promotes collaboration;
3. Investing in the best technology and continuously focusing on innovation.
We invite you to read on as we reflect back on FY18 and look forward to FY19, outlining the next
steps in Sage’s journey to becoming a great SaaS business for customers and colleagues alike.

The Sage Group plc.
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CHAIRMAN’S STATEMENT

Driving

value
Read my statement within
the Corporate governance
report for insight into the
activities of the Board for
2018 and how we engage
and communicate with
our various stakeholders.

p.74
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Looking back at FY18
In the past year the Sage Group has made further progress in
its evolution towards a cloud and subscription-led business.
46% of Group revenue is now on subscription and the Group
currently has cloud annualised recurring revenue (ARR) of
£434m, growing at a rate of 51%.
The strategy to move customers from desktop to a cloud
connected solution has been particularly successful, with
a third of Sage 50 customers now on a cloud connected
contract. Cloud connected ARR is now £280m and grew at
66%, and we continue to see this strategy as a major growth
driver into FY19.
Attracting customers to a cloud native solution also
continues to gain traction with cloud native ARR of £153m,
which grew at 30%. Important to this success have been the
acquisitions of Sage Intacct and Sage People made in FY17,
which continue to demonstrate the considerable momentum
shown on acquisition.
Sage Enterprise Management, for larger businesses,
continues to be a successful tool to acquire new customers,
growing at 11%, with over 70 larger contracts signed in the
year, each with a value of over £100,000 per contract.
However, progress in FY18 has not been as rapid as
anticipated. In H1 18 in some areas of the business, there
remained inconsistent operational execution and too much
emphasis on perpetual licence sales instead of a focus on
high-quality recurring revenue growth. As a result, Group
organic revenue growth was less than the anticipated 8%
outlined at the start of the year. The continued evolution of
the business depends on refining systems and processes and
on consistent execution. It also requires increasing focus on
subscription and recurring revenue in the transition to a
SaaS business.

Value creation for our
shareholders will be seen from
an acceleration in new customer
acquisition, on subscription,
in the cloud
Stephen Kelly stepped down as a Director and Chief Executive
Officer (CEO) on 31 August 2018. The Board thanks Stephen
Kelly for his considerable contribution to the Group.
The Board is pleased that Steve Hare has accepted its
invitation to lead the Company as its new CEO. He has
the right skills and knowledge to ensure that the Company
embeds increased prioritisation and more effective execution
to accelerate the strategy. He was appointed CEO on
2 November 2018; the Board will announce a successor to
Steve Hare as Chief Financial Officer (CFO) in due course.

The only other change to the composition of the Board in
FY18 took place at the start of the year when Blair Crump
joined the Board as an Executive Director to strengthen
its go-to-market knowledge and customer understanding.
During FY18, Board members took the opportunity to meet
with colleagues, customers, partners and accountants in
Newcastle, London, Reading, Atlanta, San Jose and Seattle, as
well as participating in a Sage Foundation day with our charity
partner, Circle Collective. During the Board’s formal meeting
time, we have focused heavily on how culture will help us
deliver on our strategic ambitions.

The year ahead
As we look to FY19, creating a great SaaS business remains
our vision and priority. To be successful, Sage must continue
to embrace an ever-closer relationship with its customers,
putting them at the heart of every conversation and enabling
customer success on Sage software and in their own
business. In doing so Sage will leverage the skills of the
cloud-native Sage Intacct business. Sage must also focus
on colleague success by building a high-performing culture
where colleagues are happy and motivated. Additionally, in
order to build a business centred on subscription and the
cloud, Sage must also continue to focus on innovation,
providing the best technology for its customers.
Sage Intacct is an excellent example of where these
characteristics are already embedded within the business.
The Group plans to internationalise Sage Intacct beyond the
USA, starting with its English-speaking geographies, from
FY19 onwards. This move is a significant step forward in
Sage’s strategy to drive new customer acquisition and
migrate existing customers to the cloud, and will leverage
Sage Intacct’s highly effective business model as a key
component of Sage’s SaaS engine.
The Board believes that the greatest value creation for
our shareholders will be seen from an acceleration in new
customer acquisition and migrating existing customers to
subscription and the cloud. To this end, Sage will make an
increased investment of around £60m in innovation, tools and
systems to support colleagues and customers. Nevertheless,
the Group remains strongly cash generative with free cash
flow of 19% of revenue at FY18 and a 7% increase in full year
dividend of 16.5p.

Thank you
I would like to thank the Board and all our colleagues for
all their hard work during the year, with particular thanks to
Steve Hare for stepping up as interim COO in addition to his
other duties prior to his appointment as CEO. The Group lost
no momentum during this interim period. We look forward to
FY19 and the strides Sage will make as it continues its
evolution towards being a great SaaS business.

Donald Brydon
Chairman
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OUR INVESTMENT CASE

UNLEAS

THE PO

SUBSC
More and more of our customers are opting for the
experience of consuming our services on subscription,
providing mutual benefits for our customers and for Sage.
For customers

For Sage

– The latest upgrades, deployed through the cloud

– Deeper understanding of customers’ needs

– Increased quality of service through better understanding
of the customer’s business

– Increased retention rates

– Bespoke packages for business needs, providing
enhanced value

– More opportunities for growth through
up-sell and cross-sell
– Higher lifetime value of customer

– Lower initial capital outlay and predictability of cash flows

Increase in Net Promoter Score (NPS) in FY18

Software subscription penetration

6.1 points

46%
Renewal by volume on cloud
connected solutions around

90%

6
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WER OF

RIPTI N
Discover
how we are
unleashing
the power of
subscription
to target
the market
opportunity
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OUR INVESTMENT CASE

1

THE RIGHT MARKET

Operating globally across small, medium and large businesses gives
Sage access to a significant Total Addressable Market (TAM), set to
be worth $33 billion in 2019, comprising 92 million businesses.
Included in this TAM is the single-largest software category
in the world, Accounting and Financials.

$33bn

A

opportunity

Competition

Competition remains
fragmented and varies
across the Small,
Medium and Large
business segments.
Competition is strong
in the Small business
segment, where players
compete to acquire
businesses yet to adopt

financial software.
Sage is particularly
strong in the Medium
and Large business
segments, which
account for 90% of the
addressable market and
are subject to complex
regulatory regimes.

Forecasted Segment Growth 2019

$31bn
Large

$15bn

$33bn
Large

$16bn

7%

Catalysts for market growth
The market in which
Sage operates is growing
at 7%, driven by growth
in the cloud of 15%;
on-premise software
is relatively flat.
Constant technological
advances in the cloud,
artificial intelligence (AI)
and automation are
speeding up the pace
of software adoption,

Market growth

saving users time and
money, and making
financial software more
and more fundamental
to a business.
Sage uses these latest
advances in technology
to provide a suite of
solutions that allow
customers to run
their entire business
through Sage.

Medium

Medium

$13bn

$14bn
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Cloud growth

2%

On-premise growth

Small = businesses
with 0-9 employees
Small

Small

$3bn

$3bn

2018

2019

Source data = IDC Custom Solutions Market Model

8

15%

Medium = businesses
with 10-199 employees
Large = businesses
with 200-1999 employees
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A GLOBAL NETWORK
OF 3 MILLION CUSTOMERS

2

A deep knowledge of local legislation has allowed Sage
to scale globally, serving 3 million customers, with a reputation
for compliance, trust and excellent customer service.

Sage’s core markets

Cloud adoption rates by geography
UK & Ireland

21%

of Group organic
revenue in FY18

Cloud adoption rates vary by geography.
The USA, which represents 55% of the
TAM, is the most cloud adoptive region.
Adoption in other geographies is slower
but all are trending towards the cloud,
with almost 50% of market spend set to
be on cloud financial software by 2020.
US
42%

UK & I

58%

57%

43%

France
64%

36%

% consumer spend on cloud 2019
% consumer spend on-premise 2019
Source data = IDC Custom Solutions Market Model

USA

25%

of Group organic
revenue in FY18

France

16%

of Group organic
revenue in FY18

Targeting the available market opportunity
Transitioning to
a high performing
SaaS business on
subscription will
enable Sage to develop
a closer relationship
with these 3 million
customers. As a result,
Sage will be able to
service customer needs

better, increasing
retention rates and
driving greater value.
With 46% of Sage’s
revenue currently
driven by software
subscription, there
is still significant
opportunity for growth.

Across Sage’s
global network, Sage
customers move more
than £3tn of money
through their
accounting software
each year, making
Sage an attractive
proposition for ISVs
and strategic alliances.

The Sage Group plc.

Continuing to innovate
and partner with best
in class technology
partners, as well as
further investment
internally in R&D,
means Sage can
target further
growth through new
customer acquisition.
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3

AND THE RIGHT PROPOSITION

Accounting

Financials

Sage Intacct

SAGE
Technology
Sage Business Cloud delivers a suite
of cloud services including Accounting,
Financials, Enterprise Management, People,
Payroll, Payments and Banking, as well as
market-place apps that can be provisioned
to create bespoke offerings for customers,
tailored to their needs.
These cloud services comprise both
cloud connected versions of our traditionally
on-premise solutions and cloud native
solutions, built from the ground up, in
the cloud.
Our cloud connected solutions, Sage 50cloud
and Sage 200cloud, provide the power and
productivity of the desktop, with the
freedom and security of the cloud.

10
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Cloud native solutions: Sage Accounting,
Sage Financials, Sage People and Sage
Intacct provide a fully functional and flexible
cloud native solution with open APIs, giving
them access to a wide ecosystem of partners
and ISVs.
Sage Enterprise Management, for our larger
businesses, can be deployed on-premise or
in the cloud, providing a sophisticated and
deeply functional solution for end-to-end
business processes.

£434m
51%

Sage Business Cloud revenue, growing at

STRATEGIC REPORT

Enterprise
management

People

Payroll

Payments &
Banking

BUSINESS CLOUD
CLOUD NATIVE
LARGE BUSINESSES
200 – 1,999 employees
200K businesses

CLOUD CONNECTED/PRIVATELY HOSTED

Intacct

Enterprise Management
200cloud

MEDIUM BUSINESSES

People

10 – 200 employees
4m businesses

Financials

50cloud

SMALL BUSINESSES
1 – 9 employees
88m businesses

Accounting

The Sage Group plc.
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1

A COMPELLING

invest

2

PROPOSITION

3

1

HIGH-QUALITY
RECURRING
REVENUE

Software subscription penetration

Underlying cash conversion

46%

96%

Recurring revenue growth

Free cash flow as a percentage
of revenue

6.7%

19%

Recurring revenue penetration

79%
12

2

STRONG
CASH FLOW

Annual Report and Accounts 2018

The Sage Group plc.

STRATEGIC REPORT

ment
3

EFFICIENT
ALLOCATION
OF RESOURCES

4

Download our investor and
capital markets day presentations
and transcripts for expanded detail
on our investment proposition
online @ sage.com/investors

SUSTAINABLE
DIVIDEND

Organic operating profit margin

Ordinary dividend

27.8%

16.5p

G&A expense as a percentage
of revenue reduced by 90 bps to

Ordinary dividend growth

12.9%

7%

Investment in Sage Intacct
and Sage People

200bps
The Sage Group plc.
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OUR BUSINESS MODEL

HOW WE CREATE VALUE
FOR OUR STAKEHOLDERS
INPUTS

HOW WE CREATE VALUE

Trusted advisor
A strong brand of trust and market leading
customer service.

Local knowledge

ACTING CUSTOMERS
ATTR

Our deep understanding of local regulation
keeps our customers compliant and allows
us to plan for new legislation on the horizon.

People
Caring and committed colleagues invested
in driving success for our customers.

Routes to market
Investing in our multi-channel approach of
direct sales channels, business partners and
accountants helps us grow in our markets.

Innovation
We continually invest in technology to ensure
our products are ahead of the curve in an
ever-changing technological landscape.

14
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New Customer
Acquisition
attracting new
customers to Sage

Re-activation
re-engaging with off-plan
customers who no longer
have a recurring contract
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THE RIGHT STRATEGY FOR OUR MARKETS

ne Sage

More information about our strategy
on pages 23-27.

OUTPUTS

Customer success

Adding Value

– Net Promoter Score
improvement of 6.1 points

offering customers
the latest features and
functionality and providing
a bespoke solution,
tailored to their needs

– Renewal value by value
over 100%

Colleague success

Driven
by One
Sage
One company,
working together
with pace and
agility

Migration
allowing customers
to move seamlessly
to the next Sage
solution as their
needs evolve

RETAIN
ING CUSTOMERS

– 25% internal hire rate
– 3.9 training days completed
by each colleague on average

Communities
– 24,000 voluntary days given
back to the community
– Grants awarded to 162
not-for-profits in FY18

Shareholders
Customer
Service

– 79% recurring revenue
penetration

providing exceptional
experiences

– 19% free cash flow as a
percentage of revenue
– Ordinary dividend of 16.5p

The Sage Group plc.
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HELPING CUSTOMERS AND COLLEAGUES

DO MOR
16
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E

Steve Hare outlines his plans for Sage to become a great SaaS business for customers and colleagues

The Sage Group plc.
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IN CONVERSATION WITH STEVE HARE

Firstly, you’ve recently been appointed as
the new CEO – tell us how that feels?
First and foremost, I’m very humbled by the Board’s
decision to appoint me as CEO and I see it as a great
honour to lead Sage.
Over the past few months, I have spent a lot of time
with colleagues and customers and partners and have
reflected on where we have been successful and where
we need to focus more of our attention. This analysis has
given me confidence that we know what we need to do
to become a great SaaS business.

What have been your highlights of FY18?

In Enterprise Management, we’ve implemented a
single CRM system which is driving improved accuracy
of forecasting and visibility of pipeline, laying the
foundations for FY19 and showing the importance
of expanding the single CRM system to all products
and regions.

Undoubtedly the success of our cloud connected
solutions, which were rolled out in our major geographies
in FY17 but gained significant traction this year, both in
terms of migrating our existing customers to Sage
50cloud and Sage 200cloud and in attracting
new customers.

You mention creating a great SaaS business –
where is Sage currently on this journey?

We know what we need to do to
become a great SaaS business

In FY19 we need to accelerate this transition to a SaaS
business, by focusing on three key areas: customer
success, colleague success and innovation. If we frame
every decision we make through these three lenses,
I am confident we will succeed in this acceleration.

We now have 270,000 cloud connected contracts
with a third of Sage 50 customers migrated to a cloud
connected solution, all on subscription. From virtually no
revenue in FY16, cloud connected ARR is now £280m,
growing at 66% and we see much more potential
for growth as we roll out these solutions in
further geographies.
There were some encouraging regional highlights in the
year too. After a challenging few years, North America
grew at 12%, reflecting success in the cloud connected
strategy and continuing momentum in Sage Intacct.
There are strong signs of recovery in France, with Q4 18
growth of 8% reflecting its strongest quarter since Q1 16,
and in the smaller regions, Central Europe, Canada and
Australia all delivered double digit growth.

You faced some challenges in the first half
of the year. Tell us what they were and how
you’ve tackled them in H2?
There was some inconsistent execution in driving
recurring revenue, especially in the UK&I and also some
Enterprise Management slippage, resulting in us revising
our full year organic growth guidance from around 8%
to around 7%.
These issues were addressed in the second half of the
year, where we had a renewed focus on driving highquality subscription and recurring revenue, resulting
in strong momentum in recurring revenue as we
exited FY18.

18

There were particular recovery signs in the UK&I,
with sequential increases in recurring revenue growth
in every month in H2 18, exiting the year at 7% growth.
The migration of customers to cloud connected solutions
has been particularly successful in H2 18, with five times
as many cloud connected contracts signed compared
to the first six months of the year and half of Sage 50
customers in the UK&I now migrated to a cloud
connected solution.

Annual Report and Accounts 2018

The Sage Group plc.

Sage has made significant progress over the past few
years. We now have 46% of revenue on subscription
and £434m of Sage Business Cloud ARR.

What is the benefit of creating a
SaaS business?
Moving towards a SaaS model will transform the
relationship we have with customers. Increased
interaction throughout the year will allow us to
understand their business and needs better,
meaning we can add more value. As a result,
they are likely to stay with Sage longer, buy
more and feel happier doing so.
There are already areas of the business where this
model is evident. Sage Intacct, for instance, has a
truly SaaS business model, which enables it to deliver

A highlight in FY18 is the success
of our cloud connected solutions
volume retention rates around 90%, value retention
rates above 105% and a lifetime value of customer
many times in excess of the customer acquisition costs.
The acquisitions of Sage Intacct and Sage People have
provided Sage with best-in-class models to emulate in
the transition of the business, as well as key talent with
experience of doing so.

STRATEGIC REPORT

What should we look forward to in FY19?
As I mentioned earlier, Sage’s vision is to become a great
SaaS business, for customers and colleagues alike.

Highlights during FY18

In order to achieve this vision, in FY19 we will sharpen
our focus on customer success, colleague success and
innovation to unlock the potential for significant value
creation at Sage.
In order to do this, my key priorities are
First, focus on innovation and accelerating the capability
of Sage Business Cloud by:
– Increasing R&D resource on Sage Business Cloud
products and emerging technology;
– Expanding the availability of Sage Business Cloud
within our chosen markets, delivering the Sage
Intacct internationalisation, starting with Australia
and the UKI;
– Enhancing the ‘service fabric’ of Sage Business Cloud
to improve user experience, migration pathways,
micro-services and connectivity of ecosystem.
Secondly, improving customer relationships and
enhancing colleague experience by investing in best-inclass SaaS systems, tools and training to enhance data
and improve customer insight.
Together these initiatives are anticipated to require an
accelerated investment to operating expenses of around
£60m in FY19, with approximately two thirds of this
investment allocated to product and innovation.
Finally, simplifying our product portfolio to allow further
focus on the c.£1.5bn of products that are in, or have
a pathway to, Sage Business Cloud, whilst identifying
value creation paths for the remaining c.£350m of other
products, either under Sage’s ownership, in partnership
or through an exit.

Guidance for FY19
Full year guidance for FY19 is based on the continuing
operations of the business, on an IFRS15 like-for-like basis
and at constant exchange rates. On this basis, we expect
FY19 recurring revenue growth of between 8% to 9%
with SSRS and processing revenue expected to be
flat to mid-single digit decline, driven by our focus on
subscription and recurring revenue. As the business
accelerates the pace of transition towards subscription,
the organic revenue growth rate may decrease in
the short-term.

Cloud connected contracts

270,000
Cloud connected ARR

£280m
Cloud connected
ARR growth

66%

We expect FY19 organic operating margins to be broadly
stable before the impact of the investment of around
£60m I have mentioned. Including this impact, organic
operating margin will be in the range of 23% to 25%,
maintaining strong free cash flow as a proportion of
revenue. Over time, this model will drive a sustainable
acceleration in recurring revenue growth whilst enabling
strong returns on investment.

The Sage Group plc.
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IN CONVERSATION WITH STEVE HARE

“Sage has shown stronger performance in the second half
of FY18. The renewed focus on high-quality subscription and
recurring revenue has generated momentum in H2 18 and as we
exit the year. In FY19, in my new role as CEO, I will ensure the
business continues to put customers, colleagues and innovation
at the heart of everything we do to accelerate the transition to a
SaaS business. Increased investment in the business, especially
in innovation, is necessary to do this and will lead to an
acceleration in high-quality sustainable recurring revenue
growth. I am also committed to continuing to embed a culture
which encourages continuous two-way interaction with
leadership and colleagues, valuing the individual and
enabling a collaborative working environment.”

Steve Hare
Chief Executive Officer
@SteveHare

Championing customer success

p. 26

Advancing colleague success

p. 30

Delivering innovative technology

p. 34

At Sage, customer success not only means helping our customers
be successful in running their own business, but also being successful
in getting the most out of our solutions.

Fulfilled colleagues who love what they do deliver outstanding
service to our customers; it’s that simple.

We want Sage Business Cloud to be simple, smart and open.

20
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ENTERPRISE
MANAGEMENT
MORE THAN ERP.
BE SAGE. BUILD ON.
Calvin Johnson
Lykki, Canada

sage.com

NO MORE
TRAWLING
THROUGH RECEIPTS.
BE SAGE. BUILD ON.
Samantha Jameson, Founder
Soapsmith, London, UK

sage.com

STRATEGIC REPORT

Innovative
technology

Colleague
success

Customer
success

OUR STRATEGY TO DELIVER

Description

KPIs

Risks

Customers
for life

Ensuring customer
success by providing
for their every need.
Providing choice,
indispensable advice
and the right solutions
for the customer

– Renewal rate
by value

– Understanding
Customer Needs,
Customer Success,
Product Strategy

Winning in
the market

Attracting new
customers to outpace
market growth and
increase market share

– Sage Business
Cloud annualised
recurring revenue

– Route to Market,
Understanding
Customer Needs,
Customer Success,
Product Strategy,
Innovation,
Sustainable
Processes and
Controls, Values
and Behaviours,
Information as
an Asset

Capacity
for growth

Simplifying systems
and processes
within Sage to drive
efficiencies and
enhance colleague
experience

– G&A expense ratio

– Product Strategy,
Innovation, Route
to Market, ThirdParty Reliance,
Sustainable
Processes and
Controls, Colleague
Success, Values
and Behaviours,
Information as
an Asset

One Sage

Embedding a high
performing culture,
to drive colleague
success

– Sage Foundation
days

– Sustainable
Processes
and Controls,
Colleague Success,
Values and
Behaviours,
Information
as an Asset

Revolutionise
business

Investing in the latest
technology to stay
ahead of the
competition

– Software
subscription
penetration

– Understanding
Customer Needs,
Innovation,
Third-Party
Reliance,
Information as
an Asset

The Sage Group plc.

– Underlying
cash conversion

– Free cash flow
as a percentage
of revenue
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OUR KEY PERFORMANCE INDICATORS

The measurement of progress in delivering our strategy is
essential. Our KPIs are designed specifically to align to our five
strategic pillars and to focus management conversations on future
outcomes and performance improvements. KPIs help us map out
specifically how we are doing against our strategy.

Description: The annualised recurring revenue1 (ARR)
from renewals, migrations, upsell and cross-sell of active
customers at the start of the year, divided by the opening
ARR for the year.

101%

Renewal rate by value

101%
FY17: N/A

Performance: The first year of calculation, demonstrating
growth from the existing customer base, even after attrition.
FY18

FY17: £288m
Performance: Sage Business Cloud ARR continues to grow,
showing sequential growth in each quarter of FY18.

FY17

Description: Software subscription penetration is the amount
of organic software subscription revenue as a percentage of
total organic revenue.

46%

39%

Software subscription penetration

FY18

46%

£434m

£288m

Description: Sage Business Cloud ARR is the ARR of cloud
native and cloud connected revenue in the last month of the
reporting period.

£434m

Sage Business Cloud ARR

FY17: 39%

Performance: Our progressive move to software subscription
continues to gain momentum with growth of 7% in the
subscription penetration rate.
FY17

1 See pages 210 to 212 for glossary of terms.
2 As reported.
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12.9%

13.8%

Description: Our G&A expense for the period expressed
as a percentage of our total organic revenue for the period.

FY17: 13.8%2

12.9%

General & administration (“G&A”)
expense ratio

Performance: We continue to strive for efficiencies as
we move to a single, united operating model. In FY18 we
have reduced our G&A cost as a proportion of revenue
by 80bps.

Description: The numbers of days colleagues volunteer to
work with charitable causes.
Performance: The success of Sage Foundation has continued
to gain traction in its third year, leading to an additional 1,000
voluntary days organised by the Sage Foundation.

23,000

Sage Foundation days

24,000
FY17: 23,000

96%

Underlying cash conversion

FY18

95%

FY17

Description: Underlying cash conversion is underlying
cash flow from operating activities1 divided by underlying
operating profit

FY18

24,000

FY17

FY17

FY18

96%
FY17: 95%

Performance: The increase in underlying cash conversion to
96% demonstrates the quality of our earnings.

Performance: The increase in free cash flow as a percentage
of revenue to 19% demonstrates the quality of our revenue.

19%

15%

Description: Free cash flow as a percentage of
underlying revenue.

19%

Free cash flow as a percentage of revenue

FY17: 15%

FY17

The Sage Group plc.
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CUSTOMER
SUCCESS

Successful customers are at the heart of every great
SaaS business.
At Sage we are focused on optimising our customers’ success
on Sage solutions, and providing them with products that make
their lives easier, freeing up their time, whilst always keeping
them safe. That relationship is built on trust; it is also built on
a regular two-way dialogue, where we listen to our customers
and provide a service and experience tailored for them.

The Sage Group plc.
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CUSTOMER SUCCESS MEANS

Customer for life on subscription

Blair Crump,
President of Sage,
outlines the
success of our cloud
connected strategy

When engaging with our customers, we
frequently hear that success to them means
saving time and increasing productivity.
That’s why we took our traditionally on-premise
Sage 50 and Sage 200 products and created
cloud connected offerings. This provides our
customers with the freedom and automation
of the cloud, whilst retaining the power and
trust of the solution they know best.

The popularity of these
solutions has driven cloud
connected ARR from virtually
zero in FY16 to £280m in FY18,
with further growth anticipated
in FY19 and beyond. Their
volume renewal rates are
high too, with Sage 50cloud
approaching 90% and Sage
200cloud in excess of 90%,
in line with the renewal
performance for cloud
native solutions, such
as Sage Intacct and
Sage People.

Cloud connectivity – a way to
offer our customers more
50cloud
– Working flexibly – Customers can now
access their data remotely on their mobile
or tablet through Microsoft Outlook
– Increased insight – With Sage Dashboard,
all of a customer’s key data will be in one
place, updated in real time, enabling them
to make better strategic decisions

200cloud
– Faster payments – Integrations with
Paypal, Go Cardless and Stripe enable
faster payments, meaning customers
increase efficiency and reduce
aged receivables
– Cost savings – Being able to log their
records remotely will reduce customers’
travel time and expense
– Bank grade security – Customers can
work safe in the knowledge that their
data is secure and backed up with
Microsoft One Drive

Here’s what market data* tells us customers are saying…

50%

of business
email users
primarily rely
on a tablet or
other mobile
devices

89%

* Source: Gartner vs Storage Review & Odin 2015 SME Report.
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of business
owners say
that automation
& productivity are
the top purchase
drivers for new
technology

73%

of business
owners say
trust is the
cornerstone
of digital
technology
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CUSTOMER SUCCESS MEANS

Winning in the market

Ron McMurtrie,
Chief Marketing Officer,
explains what it takes
to win in the market

Success for many
customers is finding
a trusted partner to
help run their business,
automating processes,
improving efficiencies
and enabling better
strategic decision
making.
Sage has a reputation
as a trusted advisor
and excels at customer
service, a key competitive
differentiator as we target
new customer acquisition
in the cloud. Through

Sage Business Cloud,
we can take a customer
on a journey from a
small start-up to a
large enterprise, with
Accounting, Payroll,
People, Payments and
Banking all in one place.
Sage Business Cloud’s
architecture is API driven,
which has enabled us to
connect to hundreds of
strategic partners, from
Paypal and Stripe to
Microsoft. This gives
our customers access

to a large ecosystem of
best-in-class partners
who will help them run
their entire business,
powered by the Sage
Business Cloud platform.
Our customers are
recognising the benefits
of Sage Business Cloud,
demonstrated by
sequential growth in
every quarter of FY18,
ending the year with
an ARR of £434m,
growing by 51%.

Unleashing the power of subscription:
the Sage Intacct case study
In order to drive significant new customer acquisition, we need both the
cloud solutions and the business model capable of scaling worldwide.
In July 2017, Sage acquired
Sage Intacct, a sophisticated
and powerful cloud Financial
Management Solution targeted
at fast-growing businesses in
Services, Technology and
Not-for-profit verticals.

INTERNATIONALISATION
Sage Intacct is a truly cloud native, SaaS solution. The processes, systems,
technology and cloud expertise within the business are optimised to drive
significant new customer acquisition in the cloud. Sage will internationalise
Sage Intacct, starting with its English-speaking geographies, from FY19 onwards.

The product services thousands
of medium and large sized
customers with award winning
customer satisfaction.
Sage Intacct is currently
available in the USA where it
has continued to grow strongly
under Sage’s ownership:

FY18 ARR growth: 30%
FY18 net increase in contracts: 29%

This move is a significant step forward in Sage’s
strategy to drive new customer acquisition at scale,
in the cloud, and will leverage Sage Intacct’s highly
effective business model as a key component of
Sage’s SaaS engine.

The Sage Group plc.
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ADVANC
COLLEAGUE SUCCESS

Colleague success and customer success are intrinsically linked.
Engaged colleagues who love what they do deliver outstanding
service to our customers. At Sage we want to build a culture of
colleague success where every colleague has the opportunity to
reach their full potential, feels valued and rewarded and knows the
role they personally play in creating a great SaaS business at Sage.
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CAPACITY FOR GROWTH
COLLEAGUE SUCCESS MEANS
ENGAGEMENT AND EFFICIENCY

Steve Hare shares
some of the actions
taken over the year
to create a better
working experience
for colleagues to
drive higher levels
of engagement and
greater efficiency…
‘Perform’
INCREASE IN
PRODUCTIVITY

70%
REDUCTION IN
OUTSTANDING
INVOICES

22%

Steve Hare
Chief Executive Officer

During FY18 we have focused on colleague experience, improving
how it feels to work at Sage. A better working experience for our
colleagues drives higher levels of engagement and more efficiency,
allowing colleagues to focus on our customers’ success.
For example, in FY18, the UK&I team successfully implemented
the ‘Perform’ approach, training its renewals teams to transform
their approach to customer success, leading to an improvement
in retention rates in the UK&I, a 70% increase in productivity
and a 22% reduction in the number of related Sage invoices
outstanding after 30 days. On an investment of £1.3m, the project
had a seven month payback period and generated annualised
returns of £2.4m. Sage plans to invest in rolling out similar projects
to other geographies in FY19, with similar payback period and
returns expected.
For the second year running we opened Sage Save and Share,
our voluntary all-colleague Sage share ownership plan. Over
a quarter of Sage colleagues now invest in a Sage share plan,
driving engagement and a shared purpose within the business.
In FY19 we are introducing the LEAD programme to revolutionise
our approach to performance management. Look, Evaluate,
Assist and Deliver provides a framework for managers to
have a continuous conversation with colleagues on their
performance and development with a shift in focus from
historic performance to future development.
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ONE SAGE
COLLEAGUE SUCCESS MEANS
HIGH-PERFORMANCE CULTURE

Amanda Cusdin
talks about creating a
winning culture – one
where colleagues feel
valued, respected and
listened to…
Amanda Cusdin,
Chief People Officer

This year we launched quarterly pulse surveys to gather
colleague feedback, with key issues identified and solutions
quickly actioned to drive continual improvements to colleague
experience. As a result of survey feedback, we have made
simplifications to internal processes and changes to
performance management, as Steve has outlined.
In June we launched “How to excel your career@Sage”, an
initiative aimed at promoting our internal vacancies and helping
colleagues find relevant development materials on Sage Learning.
In the first week of the campaign we had a 42% increase in
internal applications for roles and a 76% increase in visits to
Sage Learning.
After launching Sage Learning in FY17, we embedded the platform
fully in FY18 and now all colleagues at Sage have access to 12,000
courses and have completed over 50,000 training days for their
own professional development.

INTERNAL
APPLICATIONS
FOR ROLES

42%
VISITS TO OUR
LEARNING AND
DEVELOPMENT
INTRANET PAGES

76%

Sage Foundation continues to gather momentum as colleagues
completed 24,084 volunteer days in FY18 (1.9 days per colleague).
Sage Foundation continues to be a significant differentiator for
us in the market and is cited as one of the reasons for joining by
many of our new hires.
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DELIVERING INNOVATIVE TECHNOLOGY

Innovating
for tomorr
world
34
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At Sage, we spent around
£190 million on R&D in FY18.
We are committed to increasing
this investment further in FY19
to ensure that we are constantly
one step ahead of the curve.

ow’s

Data shows that nearly all of
the market growth is coming
from consumer spend on cloud
software and we’ve made shifts
over the past couple of years to
ensure our R&D is more heavily
weighted to investing in Sage
Business Cloud.

We’ve created
Sage Business Cloud
to be simple, smart
and open.

The Sage Group plc.
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DELIVERING INNOVATIVE TECHNOLOGY

Klaus-Michael Vogelberg,
Chief Technology Officer, outlines his
strategy to revolutionise business

SIMPLE
SMART
OPEN
36
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WITH SAGE BUSINESS CLOUD, WE’RE CREATING A SIMPLE AND
SINGLE POINT OF CONTACT WITH THE CUSTOMER. WE’RE ENABLING
A SMARTER WAY OF WORKING, LEVERAGING OFF THE LATEST
TECHNOLOGY. AND WE’RE DEVELOPING AN OPEN PLATFORM WHERE
WE WORK WITH BEST-IN-CLASS PROVIDERS OF MICROSERVICES
THAT MAXIMISE VALUE FOR OUR CUSTOMERS.

In FY18 the Group delivered Sage
Business Cloud revenue of £377m, driven
by cloud native and cloud connected
products. Based on a review of existing
products and roadmaps, a further £1bn
of Sage’s revenue base today comes from
customers using products with a clear
pathway to the Sage Business Cloud.
Execution on this migration strategy and
attracting new customers through Sage
Business Cloud will be management’s
primary operational focus for FY19
and beyond.
Our customers want smarter ways
of working. Through our AI powered
expense app, which uses Optical
Character Recognition, we are reducing
the amount of time our customers spend
on administrative tasks. Take a photo of
your receipt and throw it away – the
machines will do the rest.
Sage Business Cloud is starting to make
a real difference to our customers. 25%
of admin tasks are related to invoice
payments. The integration of Go Cardless

Sage Business Cloud is an open
“plug-in-and-play” platform that gives
our customers access to hundreds
of ISVs. This allows us to scale our
innovation with our partners and our
global developer community, all for the
benefit of our customers.

The Sage Group plc.

The remaining £354m revenue comprises
customers using products for which
management does not envisage a path
to Sage Business Cloud, either because
the product addresses a segment
outside Sage’s core focus, or due to
the complexity and expense involved in a
migration. A significant number of these
products have strong brands, market
position and commercial success and
Sage intends to identify value creation
paths for these products.

into Sage 50 is significantly increasing
automation, saving customers a day a
month in admin and halving debtor days.
A recent customer had a three-month
payback on implementation of Sage
Intacct, saving $60k in headcount costs,
reduced their invoicing time from 12
hours to six hours and shortened their
monthly close from 10 days to six. Truly
a smarter way to work.

In FY18 we’ve continued to use our
partnership with Microsoft to roll out
Office 365 integration with Sage 50cloud
and Sage 200cloud into our wider
geographies, following the successful
launch in our core geographies in FY17.
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NON-FINANCIAL INFORMATION STATEMENT

Every day, we support and enable the success of our
customers, colleagues and partners around the world.
Those who look deeper, reach higher and strive
harder. They are the people that fuel the global
economy and drive worldwide progress. It is our
responsibility to ensure we do the right thing for
their continued success.
OUR PEOPLE

p. 40

Striving to be our best in an
environment which embraces
colleague experience, diversity,
inclusion and wellbeing

BUSINESS BUILDERS

p. 44

Championing small businesses
and entrepreneurs

SAGE FOUNDATION

p. 46

Giving back to the community
through voluntary work
and fundraising

ETHICS & GOVERNANCE
Placing ethical business conduct
at the centre of all our activities
and monitoring our progress

THE ENVIRONMENT
Committed to managing our use of
resources and proactively managing
our environmental impact
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ESG in a nutshell
We take corporate responsibility
seriously. Here’s a dashboard of
our progress:

Money raised towards
$1m challenge

Board diversity
(Female/Male)

$788,787

25%/75%

2017: $275,000

2017: 25%/75%

Number of working days this year
that Sage colleagues have
spent volunteering

Combustion of fuel
and operation of facilities
(tonnes CO2e)

24,000

1,489

2017: 23,000

2017: 1,338

Energy intensity: Emissions reported
above normalised to tonnes of CO2e
per total £1m revenue

Electricity, heat,
steam and cooling
purchased for own use

13.97

11,343

2017: 10.76

2017: 11,783

Non-financial information statement
Ethics & Governance
Human rights
Code of Conduct
Suppliers
Anti-bribery & corruption policy
Tax transparency

pg.50
pg.50
pg.50
pg.50
pg.50

Environment

Social

Direct and indirect GhG emissions
pg.51
Direct and indirect energy consumption pg.52
Environmental policy
pg.51

Gender diversity
Community engagement
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Our People

Amanda Cusdin
Chief People Officer
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Sage continues to place colleague success, diversity,
inclusion and wellbeing at the heart of what we do,
making Sage a place where colleagues can reach their
full potential and bring their whole selves to work.

Leadership development and
talent management
Through a mix of continued talent management,
leadership development and talent acquisition
we have developed the skills and capability of our
leadership team. In November 2017 we brought
Laurent Dechaux into the leadership team as
Southern Europe Managing Director, in September
2018 we welcomed Sabby Gill as our Northern
Europe Managing Director and at the start of
October 2018 we promoted Andreas Zipser
internally into the role of Central Europe
Managing Director.
For our senior leadership we delivered two
modules of face to face leadership development
covering feedback and coaching, change
management, building trust and planning and
execution. In FY19 we will continue to deliver
development programmes for our senior
leaders on a regular basis.

Another of our key focuses has been enabling
and empowering our colleagues to bring customer
success to life and delight our customers. We have
engagement initiatives across Sage designed to
encourage our colleagues to connect with
customers and celebrate successes:
– closed loop calls where all our colleagues can
call back customers to listen to their feedback
and resolve their issues
– magic moments which give our colleagues the
opportunity to give acts of random kindness
to their customers if they spot an opportunity
during a conversation

We have continued our focus on leadership
development within our manager population of
c.2,000 people managers at Sage. All managers
are invited to take part in our five-module training
course – Leading@Sage. Currently 65% of
managers at Sage have completed the training.
This is coupled with our all colleague learning
platform – Sage Learning, which launched in
2016 and has been further developed during
FY18 to provide topical and relevant training
to our colleagues which supports their
personal development.

Finally, we continually want to improve the places
where our colleagues work to make them more
fun and engaging and in FY18 we opened or moved
into five new offices which all have a One Sage feel
and provide more space for collaboration and
agile working.

Male

2 (25%)
Female

SMT1 gender
diversity

116 (67%)
Male

58 (33%)
Female

Total
workforce
gender
diversity

Colleague experience
and engagement

In FY18 we launched quarterly pulse surveys to
check our progress on these key initiatives and
receive more frequent, in the moment feedback
from our colleagues on what we’re doing well and
the changes they want to see.

6 (75%)

– CX engagement campaigns across all our
geographies asking colleagues to share
their stories.
We have also focused on the way we reward our
colleagues, making improvements to the benefits
and rewards we offer our colleagues around the
world. In particular this year we won several
industry awards in the US for the innovative
communications programme to launch our annual
benefits enrolment. FY19 will see us continue the
work on our benefits and rewards throughout the
Sage family, with South Africa due to launch their
updated benefits offering soon.

Our focus on colleague success this year
has led us to simplify our processes, target our
communications more thoughtfully and enable
our colleagues to engage with each other and
our senior leaders on a more regular basis.

Board gender
diversity

We continually want
to improve the places
our colleagues work
to make them fun
and engaging

6,444 (50%)
Male

5,716 (44%)
Female

843 (6%)
Prefer not to say
1 SMT refers to c.150
leaders in Sage
including Executive
Committee and
Executive Team
members.
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Diversity and inclusion

Year-end
colleague
count split by
region

13,003
All Colleagues

4,320
Central &
Southern
Europe

3,158
International

2,858
Northern
Europe

2,667
North America

Internal
hire rate

25%

Colleague
training days

3.9
days per
colleague
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Building on the progress from FY17 when we
increased our senior leadership gender balance
to 30% female (from 26% in FY16), we have now
made further progress to bring this to 36%, which
is higher than the industry standard. We have also
created a strong pipeline of diverse talent which
will ensure we continue to grow the diversity of
our leadership team in FY19. Our Women@Sage
network remains strong and we delivered an
engaging programme of speakers during
International Women’s week to hear voices
and share experience from across Sage and
externally in support of women in technology.
In FY18 we have been recognised externally for
our work on diversity, winning the Global Diversity
award at the Employers Network for Equality &
Inclusion (enei), two awards at the National Centre
for Diversity Awards 2018, including Technology
Company of the Year 2018, the Chartered Institute
of Professional Development’s North East of
England HR&D award – Excellence in Employability
and Diversity, and Sage featured in a Glassdoor
blog as one of the 13 Companies Committed to
Diversity & Hiring Now.
Alongside our external accolades, we have
captured the hearts and minds of our colleagues
with our internal diversity awards, where we
opened up awards for five categories (Inclusive
Leader, Mentor of the Year, Inspirational Women
of the Year, Making a Difference and Unsung Star).
We received over 900 nominations from colleagues
across the business, which shows how passionate
our colleagues are about diversity and inclusion
at Sage.
We are passionate about making our playing field
as equal as possible – in terms of gender, ethnicity,
sexuality, disability and more. To help us achieve
this we continue to have unconscious bias
training for all colleagues and during FY18 we
launched a more detailed unconscious bias
training pilot in the UK.
We’ve seen a renewed energy behind our Pride@
Sage network and across the UK&I, Brazil and
North America, Sage has 15 thriving Pride@Sage
networking groups that meet regularly to plan and
prepare for a variety of activities in support of their
LGBTQ+ colleagues and customers, such as Pride
parades, building Sage Foundation opportunities
and developing transgender awareness.
In FY18 we put a focus on raising awareness
of mental health. In February we held Wellbeing
Week which was dedicated to colleague wellbeing,
where we gave tips to colleagues on how to
maintain work-life balance and ran activities
promoting wellbeing. We have launched our
healthy mind first aiders programme in three
regions and have trained 26 colleagues to be
able to respond to mental health queries
from colleagues.
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Our Sage Foundation continues to gather momentum
as colleagues completed 24,084 volunteer days in FY18
(1.9 days per colleague), supporting charities close to
their hearts and in their local communities.
Kids@Sage days were back in FY18! Over 350 children
came to work at Sage with their parents for one day.
These days provide education and fun by building a
stronger connection between work and family life for
colleagues and introducing technology to children at
an early age which will help to enhance talent pipelines
for technology apprentices and graduates.
Globally we have 190 graduates and apprentices
particularly focused in Product Development and IT.
This year we focused on the diversity of our emerging
talent intakes and achieved 60% female apprentices
(48% in FY17) and 50% female graduates (8% in FY17).
We are aiming to recruit 150 new graduates and
apprentices during FY19. Feedback from our emerging
talent is that they feel supported with tools for their
personal development and excited by the opportunities
at Sage.

Our values
Customers first
Our customers are at the heart of everything
we do; they are why we are here and we
wouldn’t exist without them.

Velocity
We are action oriented and agile; we keep things
simple, deliver at pace and overachieve.

Innovate
We create new ways of doing things and deliver
innovative solutions which our customers need
to help their business grow.

Do the right thing
Our colleagues are aligned and we trust each other
to do the right thing to enable our customers
to succeed.

Make a difference
Sage is a great place to work and our colleagues
make a difference to local communities by
relentlessly supporting our customers and
their businesses to be successful.
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Brooke Heywood –
Marketing Apprentice

We have captured
the hearts and minds
of our colleagues with
our internal diversity
awards
Kerry Sinclair – EVP
Information Technology
I joined Sage Software Limited in 1987
as an apprentice in our Sales team
and spent a long time working with our
customers and partners in a Sales &
Services role. The company was growing
fast and it was a really exciting time for
me and a huge learning opportunity.
Working with the original founders, I was
given many fantastic opportunities to
get involved in a huge range of projects,
across different areas of our business.
As our acquisition plans accelerated,
I was involved in a lot of the review work
with the new companies and looking
for synergies across the business,
which eventually landed me in IT in
terms of integrations.
Today I am the Executive Vice President
of IT for our Enterprise Application
Delivery teams across the world. I lead
a team of highly skilled IT professionals
who work across 23 countries. Success
for us comes from bringing to life the art
of the possible through technology and
enabling our business plans. For me a
key part of the role is translating that
vision to our people and bringing our
teams together behind these shared
goals. I am personally passionate
about diversity, especially women in
technology and work across various
platforms, including our Women@Sage
networks to support a diverse and
healthy balance of females in a
technology world.

In 2018 I joined the Global
Communications team at Sage, aged 18,
straight from school after completing
my A-Levels. With several university
offers in my back pocket, I decided
that this wasn’t the route for me and
followed my desire to start a career in
marketing as soon as possible. I had no
previous experience of the corporate
environment, but on the same day
I received my A-level results, the Sage
Talent Team called and offered me a
role in their Corporate Communications
team as Product PR Apprentice – and
I can honestly say, I haven’t looked back.
My first year at Sage has been quite
a ride and I have embraced every
opportunity as a new learning
experience. I’ve managed Internal
Communications events such as Kids@
Sage day in our London Bridge office,
developed a video sharing our vision
of Artificial Intelligence in business,
attended the House of Lords Select
committee on AI and co-managed
the official Sage Partners social media
account. In truth there is no quick way
to summarise the wealth of experience
and learnings I have gained. Each day
brings new challenges and the fastpaced environment keeps me excited
to come to work.
As an apprentice I never thought that
I would be working hand-in-hand with
Senior Leaders at Sage, but it has
become somewhat normal. Some days
I have to pinch myself as a reminder of
how lucky I am.
Key to my success has been working
with colleagues who are dedicated
to helping me develop new skills and
progress my career – this has been an
invaluable part of my journey, which is
just beginning.

Viresh Harduth – VP New
Customer Acquisition
I joined Sage in 2013, as the Pricing
Strategist for Africa, Australia, Middle
East and Asia, having previously worked
in the Banking sector. Over five years
I have had opportunities across the
Group, working with amazing people
from all Regions and being exposed to
Global initiatives that have resonated
in the Africa and Middle East (A&ME)
region. I have been able to utilise my
Actuarial Science background while
incorporating new methodologies at
Sage. It has been five years of learning,
interaction and ownership.
Five years and four roles on, I head the
Sales division for the New Customer
Acquisition for Start-up in the A&ME
Region. Through my various roles at
Sage I have been exposed to all areas
of the business from Sales to Functions.
This exposure and the environment at
Sage have enabled me to develop and
shape my career path.
The ability to work on new projects
and interact with a diverse team across
Sales, Finance, Marketing and Product,
provides me with my job satisfaction.
In an ever-changing landscape, I enjoy
the ability to adapt and the challenge
of achieving new goals. One of my key
motivators is that I want to work in an
environment that allows me to have an
impact, while being exposed to new
ideas and driven people and I feel
Sage provides this.

The Sage Group plc.

Annual Report and Accounts 2018

43

NON-FINANCIAL INFORMATION STATEMENT: BUSINESS BUILDERS

Shining a light on the

Heroes
of the global economy

With small businesses creating two thirds of all new jobs and
making up 99% of all businesses in most countries, one thing is for
certain – when Business Builders do well, we all do. With millions of
Business Builders around the world, it is in all of our interests to
champion their causes and help drive customer success.

Sage is giving entrepreneurs the world
over a voice; campaigning for change
that creates the ideal environment for
businesses to flourish, and representing
Business Builders at the top table.
Sage is committed to three priorities:
commissioning regular pieces of
research that assess the small business
landscape; holding events and panel
discussions that allow entrepreneurs
to talk directly to each other and
politicians; and campaigning to change
policy for the better, particularly now as
we head towards Brexit. Here are just a
few of the ways we’ve supported the
heroes of the economy this year.

Introducing Sage Sessions
In FY17 we took Sage Summit on the
road, to eight different cities around
the world. This year, we improved our
event programme, which became Sage
Sessions – where local business leaders
come together to drive business forward.

Sage is giving
entrepreneurs the
world over a voice

44

Annual Report and Accounts 2018

Building a competitive
and ethical AI economy
We believe that no-one should be
left behind by the Fourth Industrial
Revolution and the UK risks losing
out with a low uptake of digital skills.
As an industry leader in Artificial
Intelligence, our customers trust us
to innovate in an ethical way, which is
why in 2017, we established five core
principles towards the ethical creation of
AI. Building on that in 2018, we launched
the Roadmap for Ethical Business, built
with experienced Business Builders and
government officials. Our framework
highlights four areas for creating a
competitive, ethical AI economy:
create a governance framework; make
your AI accountable; build trust through
transparency; and empower your
workforce. Industry’s next challenge will
be to move the global conversation away
from AI as a threat – or replacement –
for humans, and towards encouraging
organisations to approach AI as a
complement to human ingenuity.

Shining a light on the
productivity gap
In October 2017, Sage, in collaboration
with Nesta, launched the State of Small
Business report, which sought to explore
the causes of low UK productivity. We
found that there are striking differences
in SME growth and productivity at a local
level across the UK. For example, the
number of SMEs in London have
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increased at more than ten times the
rate of those in Northern Ireland and
the most productive authority in the
UK produces 26 times more turnover
per worker than the least productive.
Globally, in early 2018, we launched the
Productivity Tracker which tracked the
growing loss in productivity as a result
of unnecessary admin for small and
medium businesses. Available in eleven
markets, the tracker shows that globally
we are losing £13,780 per second due to
unproductive, admin-heavy tasks and
that equates to over £430bn or 5% of
total time lost each year.

Brexit
Sage has been working hard to ensure
that the voice of small and medium
businesses is heard by government in
their Brexit preparations. Since before
the referendum, we have been a vocal
participant on Brexit, achieving 70%
earned share of voice in tier 1 titles
against our key competitors. As the end
deal has been an unknown throughout
the year, Sage has been championing
the importance of businesses’ views
throughout the process and helping
organisations gain the clarity they need,
whatever flavour of Brexit we ultimately
get. We have also been calling on
government to not get completely
distracted by the Brexit process and to
remain focused on delivering greater
education and skills as well as an open,
digital Britain.

STRATEGIC REPORT

Supporting business in
managing regulatory change
Small and medium businesses around
the world are facing the twin challenge
of the digitisation of tax and the ever
continuing changes to legislation. Sage
has worked around the world to help
businesses understand these changes
and minimise the time they have to
spend managing their tax affairs. The
big legislative change this year was
the introduction of the General Data
Protection Regulation (GDPR) in Europe,
which came in to force in May 2018. Sage
was very active in arming its customers
with the information they needed to
prepare GDPR for their business. Its
communication campaign secured
over 120 pieces of coverage globally.
Furthermore, we have run education
campaigns in the UK around Making
Tax Digital; in Brazil for the eSocial
regulations; in France for the new
taxation laws; and in South Africa for the
annual address from the President and
Finance Minister. Sage will continue to
support small and medium businesses
to navigate change and fight to minimise
the impact these changes have on our
Business Builders.

We believe that no-one should be left
behind by the Fourth Industrial Revolution…
Sage launched the Sage FutureMakers
Labs to bring AI educational work
experience direct to under 18s across
five UK and Irish cities
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Sage Foundation
This year, Sage Foundation
has evolved from an ambitious
start-up to a philanthropic
programme focused
on sustainable growth,
innovation and impact.
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NON-FINANCIAL INFORMATION STATEMENT: SAGE FOUNDATION CONTINUED

24,000
The number of working days this
year that Sage colleagues have
spent volunteering

$788,787
Amount of money raised
to date for $1m challenge

162
The number of grants awarded
to not-for-profits this year

We have seen a truly inspiring response
from colleagues embracing what Sage
Foundation means to them in FY18. Sage
colleagues gave back over 24,000 days in
volunteering – an increase of 8% on last
year. Critically, the value of our colleague
volunteering was equivalent to an
investment of over £2,400,000 to
our communities around the world.
We remain focused on helping three
groups that often face barriers finding
their place in tomorrow’s workforce.
Sage believe that our communities will
truly thrive when more women, young
people and military veterans have fair
access to education, work and
entrepreneurial opportunities.
Here are just a few examples of the
innovations we have driven in FY18
to deliver on our mission:

Women: Introducing rAInbow

Community
Sage Foundation’s mission is to
create routes into education, work
and entrepreneurship for young people,
women and military veterans. Every
second of volunteering, each donation,
or product licence is an opportunity to
unlock potential.

Sage Foundation: doing
business the right way
This year, Sage Foundation has
evolved from an ambitious start-up
to a philanthropic programme focused
on sustainable growth, innovation
and impact.
In response to the needs of our local
communities and non-profit partners,
in FY18 Sage Foundation reaffirmed
its mission, more clearly focusing on
building a workforce fit for tomorrow.
This is being achieved by providing
more routes into education, work and
entrepreneurship for young people,
women and military veterans. Just as
we have since 2015, Sage Foundation’s
mission is powered by 13,000 Sage
colleagues leading from the front, who
in turn are inspiring the wider Sage
eco-system to support not-for-profits
delivering change.
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Previewed for the first time at the United
Nations AI for Global Good Summit,
Sage Foundation worked in partnership
with South African charity, Soul City,
to build and fund an AI companion to
support women who are victims of
domestic violence. In the era of #MeToo,
many have woken up to the scale of
discrimination. But, we are finding
answers – not hashtags. The goal is
not to replace human connection but
provide help when talking to a human is
not possible, or comfortable. Free to use,
available 24/7, and accessible via social
media, rAInbow provides information
on the victim’s rights, in addition to
emotional support. rAInbow launched
in the South African market in early FY19.

Young people: Sage
FutureMakers Lab
Driven by our core belief that ‘AI will
replace, but it must also create’ we have
started to build a talent pipeline through
Sage FutureMakers Lab. The programme
was designed to showcase the exciting
opportunities a career in AI may provide.
Free to attend, the sessions educated
over 150 young people on the diverse
range of skills required for a future
career in AI, including ethical design
as part of the course curriculum. After
these initial courses, 30 young people
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were offered a more in-depth one-day
course, with around 15 attendees being
offered a relevant work placement. Our
message is clear: AI careers are open
to all. We now intend to expand the
initiative globally.

Building on a successful FY17
Young people:
A Place to Call Home
We are delivering on the findings of
our FY17 A Place to Call Home report
on youth homelessness. Work has
begun to deliver two projects near to
our Newcastle headquarters, working
exclusively with young people at risk
of becoming homeless. Our non-profit
partners are working with 10 families in
the most deprived areas of the North
East and 33 young people, to access
family mediation and counselling
services. We are also training 80
professionals to be able to spot the
early signs of family breakdown. By
funding and evaluating this type of
work we will provide an evidence base
for others to follow and recognise that
prevention is part of the key to ending
youth homelessness.

Military veterans:
#SageServingHeroes
Sage Foundation remains committed
to helping military veterans transition
into meaningful civilian employment,
build professional skills, or start their
own businesses. Once again, we are
extremely honoured to partner with
the Invictus Games Sydney 2018.
Additionally, this year Sage UK were
proud signatories of the Armed Forces
Covenant and recognised as one of just
50 organisations in 2018 to be given
a ‘Gold Award’ for their outstanding
support of the Armed Forces community.
This was in recognition of work such as
our Sage Military Mentoring Programme.
Our programme supports work-based
volunteers to mentor veterans
transitioning into civilian life. Sage
provides training, to ensure veterans
excel in a work environment, through
a one-day workshop centred on
learning about organisational culture,
mentorship, and the veteran life.

STRATEGIC REPORT

1.
$1 Million Challenge
In 2016, Sage CEO Steve Hare pledged to lead Sage
in raising $1 million through active colleague, partner
or customer led challenges. In just a year and a half,
we are over three quarters of the way there; raising
more than $788,787. $513,787 was raised in FY18 alone.
Over 1,500 runners, including many customers
and partners, joined events in South Africa, the UK,
Canada and Brazil. Steve also continued to lead the
way and ran his first ever half marathon this year!
From the Hackney Half, the London to Newcastle
Sage Life Cycle, across to the Vancouver Sun Run
and the huge contributions from Relay for Life in the
US, then over to South Africa’s Sage Foundation
Hotlegs campaign and not forgetting Australia’s
3 Peaks Challenge – the challenge is part of what
makes Sage Foundation unique for colleagues.

2.
Spotlight on North America
During a one-week period more than 3,000 colleagues
in eight different Sage offices came together for a
fast-paced in-office volunteer activity. In total they
packaged 105,000 meals. During the month of
July Sage North American colleagues joined
together with Sage Exco leaders and dozens
of other Sage executives to package meals with
Rise Against Hunger and support global school
feeding programmes.

3.
Network of colleagues
After an extensive search for the best Sage
colleagues out there, in FY18, over 3,040 colleagues
were recruited to become Sage Foundation
Ambassadors. The colleagues were handpicked
because they demonstrated their commitment to
go the extra mile for Sage Foundation and our
local communities. They were the first to benefit
from a new programme which will train, support
and critically, recognise their hard work. Each
Ambassador benefits from personal and professional
development opportunities and receives an increase
in match-funding allowance to award to non-profits
or their choice.
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ETHICS &
GOVERNANCE
Human Rights
Sage expects all colleagues, partners
and suppliers to adhere to international
standards on human rights, including with
respect to child and forced labour, land
rights and freedom of association among
other elements. Our full expectations are
included in our Partner and Supplier Codes
of Conduct, which are available on our
website at www.sage.com. We conduct due
diligence on all new partners and suppliers
and they are contractually obliged to adhere
to our Code of Conduct.

Anti-bribery & Corruption

REALISE
YOUR AMBITION.
BE SAGE. BUILD ON.

Sage has a well embedded anti-bribery
and corruption policy and associated
whistleblowing procedures designed to
ensure that colleagues and other parties
including contractors and third parties are
able to report any instances of poor practice
safely through an independent organisation.
All reports received via this or any other
reporting mechanism are thoroughly
investigated and reported to the Audit &
Risk Committee, which reviews each
case and its outcomes. None of our
investigations during FY18 have identified
any systemic issues or breaches of our
obligations under The Bribery Act 2010.

Governance & Oversight
We recognise that assurance over our
business activities and those of our partners
and suppliers is essential. During 2018 we
monitored and reported on the completion
of our mandatory Code of Conduct training
for all colleagues and took disciplinary
action for non-completion where necessary.
You can read more about our compliance
and assurance activities over the principal
risks associated with ethical business
conduct from page 60 onwards.

Tax Strategy
We publish our tax policy on our website
and are committed to managing our tax
affairs responsibly and in compliance with
relevant legislation. Our tax policy is aligned
to our Code of Conduct and Sage’s Values &
Behaviours and is owned and approved by
the Board.
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NON-FINANCIAL INFORMATION STATEMENT: ENVIRONMENT

Proactively managing
our impact
We are committed to managing our use
of resources and proactively managing
our environmental impact. We aim to
reduce the energy our business uses
and make the most of recycling
opportunities. We comply with local
laws as a minimum standard and
Sage continues to participate in the
global Carbon Disclosure Project,
annually disclosing our approach and
performance to investors. We continue
to review and develop our approach to
managing our environmental impact
and associated emissions.

Greenhouse gas emissions
This section includes our mandatory
reporting of greenhouse gas emissions
pursuant to The Large and Mediumsized Companies and Groups (Accounts
and Reports) Regulations 2008 (as
amended). This data is included here
to provide a complete picture of our
approach to environmental corporate
responsibility.

Reporting period
Our Mandatory Greenhouse Gas Report
reporting period is 1 October 2017 to
30 September 2018. This reporting
year has been established to align
with our financial reporting year.

Organisational boundary
and responsibility
We report our emissions data using
an operational control approach to
define our organisational boundary
which meets the definitional
requirements of The Large and
Medium-sized Companies and Groups
(Accounts and Reports) Regulations
2008 (as amended) in respect of those
emissions for which we are responsible.
Adopting the operational control
approach means that Sage reports on
all sources of environmental impact
over which it has operational control.

DOING
BUSINESS
THE RIGHT
WAY
Sage has reported on all Scope 1 and 2
emission sources which we are deemed
to be responsible for with the exception
of our offices in the United Arab
Emirates and Nigeria. We do not have
responsibility for any emission sources
that are beyond the boundary of our
operational control.
We have collected data on energy in our
buildings, air conditioning, refrigerant
consumption and business car travel,
because we believe these encompass
the most material emissions to our
business. Going forward we will review
this, to ensure that we continue to
capture significant business emissions.

Global greenhouse gas emissions data for period
1 October 2017 to 30 September 2018
Scope 1: Combustion of fuels and operation of facility
Scope 2: Electricity, heat, steam and cooling purchased
for own use
Scope 3: Company business travel – vehicles, hotel
stays and air travel
Total emissions
Company’s chosen intensity measurement:
Emissions reported above normalised to tonnes
of CO2e per total GBP £1,000,000 revenue

FY18/tonnes
CO2e

FY17/tonnes
CO2e

1,489

1,338

11,343

11,783

13,104*
25,936
13.97

5,391
18,512
10.76

* Large increase in Scope 3 emissions due to the scope of the reporting expanding to now include
hotel stays and air travel which were not available for reporting in 2016/17. There is also more
comprehensive vehicle data available for business use mileage
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Emissions data from all our global
Group operations within scope has
been reported, including operations
in Australia, Austria, Belgium, Brazil,
Canada, France, Germany, Ireland,
Malaysia, Morocco, Poland, Portugal,
Singapore, South Africa, Spain,
Switzerland, the United Arab Emirates,
the United Kingdom and the United
States. However, emissions could not
be reported for our offices in the United
Arab Emirates and Nigeria, where energy
usage is not itemised on invoices.
We will be working with our suppliers
in these locations to capture this
information in the 2018/19 reporting year.

Intensity ratio
In order to express our annual
emissions in relation to a quantifiable
factor associated with our activities, we
have used revenue in our intensity ratio
calculation as this is the most relevant
indication of our growth and provides for
a good comparative measure over time.

Carbon Disclosure Project
We once again took part in the Carbon
Disclosure Project (CDP) during the year
under review by reporting our Scope 1, 2
and 3 emissions for the financial year
ending 30 September 2018. This external
submission also includes our approach
to governance, risk management and
stakeholder engagement on climaterelated issues.

We have continued to make a concerted
effort to reduce our carbon footprint,
through reducing our consumption
and purchasing alternative sources
of fuel and generation, specifically:

6%

50%

– Increased use of bioethanol for
business travel fuel

44%

– All waste is diverted from landfill at
North Park, Manchester and Dublin
– Investing in new technology with
lower energy consumption including
laptops and workstations
– Further installation of LED lighting
across the Group
– Selected office moves to more energy
efficient buildings
– Energy efficiency integrated into our
office redevelopment plans

Combustion of fuels and operation
of facilities
Electricity, heat, steam and cooling
purchased for own use
Company business travel – rail, private
vehicles, hired vehicles, contracted
taxi services and air travel

– Increased renewable energy sourcing
through our contracts with suppliers
– Self-generation including solar panels
and hydroelectric plant installations
– Reducing business travel and
encouraging sustainable travel
practices across our operations
– Building optimisation at our
owned sites

Sum of CO2 (tonnes)
5,994

Scope of reported emissions

Total CO2 by type

Reducing carbon and waste

6,092

Carbon emissions

International

North America

Southern Europe

846

108

377

1

233

1,147

1,992

2,413

2,938

3,796

Our GhG emissions data are classified as
direct (Scope 1), or indirect (Scope 2 & 3)
emissions. Scope 1 emissions are those
from sources the Group owns or
controls. Scope 2 emissions are
associated with our consumption of
electricity, heat, steam and cooling.
Scope 3 emissions occur at sources
which we do not own or control and
are consequences of our actions.

Northern Europe

Combustion of fuels and operation of facilities
Electricity, heat, steam and cooling purchased for own use
Company business travel – rail, private vehicles, hired vehicles, contracted taxi services and air travel
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Total CO2e by type
FY18 tonnes CO2e

Scope 1: Combustion of fuels and operation of facilities
Scope 2: Electricity, heat, steam and cooling purchased for own use
Scope 3: Company business travel – vehicles, hotel stays and air travel
Total emissions

Region

International
North America
Southern Europe
Northern Europe
Grand Total

Scope 1 emissions
Generated from the gas
and oil used in all buildings
where the Group operates;
emissions generated from
Group-owned vehicles
used for business travel;
and fugitive emissions
arising from the use of
air conditioning and
chiller/refrigerant plant
to service the Group’s
property portfolio.
1
233
1,147
108
1,489

1,489
11,343
13,104
25,936

Scope 2 emissions
Generated from the
use of electricity in all
buildings from which
the Group operates.

Scope 3 emissions
Relates to business travel
undertaken by all colleagues
using rail, private vehicles, hired
vehicles, contracted taxi services
and air travel.

6,092
2,413
1,992
846
11,343

5,993
377
3,796
2,938
13,104

Methodology
The methodology used to calculate our
emissions is based on the “Environmental
Reporting Guidelines: including mandatory
greenhouse gas emissions reporting
guidance” (June 2013) issued by the
Department for Business, Energy &
Industrial Strategy (BEIS). We have also
used BEIS 2018 conversion factors for the
UK, combined with the most recent IEA
international conversion factors (2016)
for non-UK electricity within our
reporting methodology.

In some cases, we have extrapolated total
emissions by using available information
from part of a reporting period and
extending it to apply to the full reporting
year. For example, this has occurred where
supplier invoices for the full reporting year
were not available prior to the publication
of this year’s Annual Report and Accounts.
For further details, our methodology
document can be found at
http://www.sage.com/company/about-sage/
corporate-social-responsibility
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Group performance

The organic definition also excludes the contributions
from discontinued operations, disposals, assets held for
sale and acquired businesses in the year of acquisition.
The underlying definition neutralises the impact
of foreign currency fluctuations but includes the
contribution from discontinued operations, disposals,
assets held for sale of standalone businesses and
current and prior period acquisitions. A reconciliation
of underlying operating profit to statutory operating
profit is shown on page 58.

Sage achieved organic revenue growth of 6.8%
(FY17: 7.8%) and an underlying operating profit margin
of 27.2% (FY17: 27.3%). Recurring revenue growth of 6.7%
(FY17: 10.4%) includes software subscription growth of
25.2% (FY17: 30.9%).
The organic definition neutralises the impact of foreign
currency fluctuations and includes the contributions of
acquired businesses from the beginning of the financial
year following their year of acquisition. Adjustments
have been made to the comparative period to present
prior period acquired businesses as if these had been
part of the Group throughout the entire prior period.

Statutory figures below are based on continuing
operations, including the impacts of acquisitions
and disposals but excluding discontinued operations.

Revenue
Statutory

Northern Europe
Central & Southern Europe
North America
International
Group

Organic

FY18

FY17

£380m
£625m
£574m
£267m
£1,846m

£368m
£580m
£492m
£275m
£1,715m

Change

3.3%
7.7%
16.7%
(3.0%)
7.6%

FY18

FY17

Change

£381m
£625m
£546m
£267m
£1,819m

£373m
£587m
£489m
£254m
£1,703m

2.5%
6.5%
11.6%
4.7%
6.8%

Operating profit
Statutory

Group
Margin

Underlying

FY18

FY17

Change

FY18

FY17

£427m
23.1%

£348m
20.3%

22.7%
2.8%

£504m
27.2%

£490m
27.3%

Change

2.9%
(0.1%)

Statutory operating profit is stated after recurring costs relating to amortisation of acquisition related intangible assets
and other M&A activity related charges and non-recurring costs for provisions and settlement of legal disputes and
structural redundancies in FY18. FY17 statutory operating profit is also stated after non-recurring costs incurred relating
to business transformation in FY17.

Revenue mix
Segmental reporting
Recurring revenue
FY18

Organic

Northern Europe
Central & Southern Europe
Total Europe
North America
International
Group
% of total organic revenue

Processing revenue

FY17

Change

FY18

FY17

£298m £294m
£475m £455m
£773m £749m
£471m
£417m
£197m
£186m
£1,441m £1,352m
79%
79%

1.6%
4.4%
3.3%
12.9%
6.2%
6.7%
-%

£39m
–
£39m
£1m
£15m
£55m
3%

£37m
–
£37m
£1m
£13m
£51m
3%

SSRS revenue
Change

4.0%
–
4.0%
(2.4%)
13.0%
6.2%
-%

FY18

FY17

£44m
£150m
£194m
£74m
£55m
£323m
18%

£42m
£132m
£174m
£71m
£55m
£300m
18%

Change

7.2%
13.9%
12.3%
4.0%
(2.5%)
7.6%
-%

Recurring revenue
Sage delivered recurring revenue growth of 7% (FY17: 10%), driven by the increase in software subscription revenue of 25%
(FY17: 31%), as the business transitions to a subscription model. Recurring revenue represents 79% of organic revenue
(FY17: 79%) and software subscription penetration is now 46% of total revenue (FY17: 39%).
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Processing revenue
Processing revenue growth of 6% (FY17: 1%) reflects
growth in payments processing in both Northern Europe
and Africa.

SSRS revenue grew by 12% (FY17: 5%), reflecting strong
performance in professional services and training.

Northern Europe
UK&I – foundations laid in H2 18 for FY19

SSRS revenue
SSRS revenue grew by 8% (FY17: decline of 1%) due to
strong performance in professional services and training.

Performance – European regions
Organic revenue growth

Northern Europe
Central Europe
France
Iberia
Central & Southern Europe
Total Europe

FY18

FY17

+2%
+10%
+3%
+9%
+7%
+5%

+8%
+12%
+1%
+10%
+6%
+7%

Revenue in the European regions grew by 5% overall
in FY18 (FY17: 7%). Within Europe, growth in Northern
Europe was impacted by inconsistent sales execution
in driving recurring revenue growth in H1 18. Central
Europe (Germany, Switzerland and Poland) delivered
double digit growth. Iberia (Spain and Portugal) also
delivered strong growth of 9%, whilst growth in France
of 3% shows encouraging signs of recovery in the region.
Recurring revenue in Europe grew by 3% (FY17: 8%),
reflecting strong growth in Central Europe, offset by
weaker performance in Northern Europe and Southern
Europe. Software subscription revenue grew by 18%
(FY17: 20%), now representing 42% of total revenue
(FY17: 37%).
Processing revenue in Europe grew by 4% (FY17: flat),
reflecting growth in payments processing through
Sage Pay in Northern Europe.

UK&I revenue grew by 2% (FY17: 8%) for the year, with
recurring revenue growth of 2% (FY17: 10%). Software
subscription revenue growth was 26% (FY17: 26%) now
representing 47% of total revenue in the UK&I (FY17: 38%).
Following flat performance in H1 18 due to inconsistent
execution, recurring revenue showed sequential
recovery each month in H2 18, exiting with 7% growth
in September 2018. Progress in H2 18 is due to success
in migrating Sage 50 customers to Sage 50cloud, with
more than five times as many contracts signed in H2 18
than in H1 18 and half the Sage 50 base now converted,
driving year-on-year growth in cloud connected revenue
of £21m (71% increase).
Reactivating the off-plan customer base was a further
strategic priority during the period, with over 12,500
customers reactivated in the UK&I, with an average
annualised contract value (ACV) of £650.
Sage People, acquired in FY17, continued to show strong
momentum in the year with revenue growth of £6m
(75% increase).
SSRS growth of 7% in the UK&I reflects strong growth
in professional services.
Processing growth of 4% was driven by volume in chip
and pin transactions through Sage Pay.
Focus for FY19 in UK&I is to build on the recurring
revenue foundations laid in the latter part of FY18,
with further growth anticipated through the continued
migration to Sage 50cloud and the introduction of
Sage 200cloud in FY19.

KEEP YOUR EDGE
WITH SAGE BUSINESS CLOUD.
BE SAGE. BUILD ON.
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Central and Southern Europe
France – recovery well underway
France revenue grew by 3% (FY17: 1%), with recurring
revenue growth of 3% (FY17: 1%). The region continues
to show strong signs of recovery with sequential growth
each quarter in both organic and recurring revenue.
Enterprise Management revenue, of which nearly half is
generated in France, grew at 12% in the year. The cloud
connected strategy is also showing strong momentum,
with Sage 50cloud and Sage 200cloud each growing by
triple digits (growth of £8m and £18m respectively) and
now contributing 10% of the region’s revenue (FY17: 1%),
following strong endorsement from the partner channel
on Sage 200cloud.
France has high recurring revenue and software
subscription revenue penetration rates of 85% and
59% respectively and in FY19 management will focus on
continuing the recurring revenue momentum achieved
in FY18 and drive further growth from the cloud
connected strategy.

Iberia – continuing strong performance
Organic revenue growth of 9% (FY17: 10%) was
underpinned by recurring revenue growth of 4%
and SSRS revenue growth of 25%.
Following its roll out late in FY17, Sage 200cloud has
proved popular, now contributing more than 10% of
Spain’s revenue.
SSRS growth of 25% is due to strong performance in
professional services and training in Spain, associated
with Sage 200cloud.

Processing revenue excluding the performance of
Sage Payroll Solutions (now held for sale) declined
by 2%, whilst SSRS revenue grew at 4% (FY17: 11%
decline), following a strong end to the year from
Enterprise Management.

USA (excluding Sage Intacct) – cloud connected
migrations driving strong growth
Strong growth of 8% (FY17: 5%) in the USA, excluding
Sage Intacct, was driven by 9% growth in recurring
revenue (FY17: 9%).
Performance in the USA was driven by the successful
migration of customers from Sage 50 and Sage 200 to
the cloud connected versions of these products, with
well over half of the on-premise customers of both
solutions now migrated. Cloud connected revenue
grew by £46m (82% increase), driving software
subscription growth of 77% in the country.
SSRS revenue growth was 5%, reflecting growth in
Enterprise Management and professional services and
training, offset by a decline in other licences. Enterprise
Management grew at 15% following a record quarter
in Q4, winning a contract with a total contract value
of £2.3m.

Sage Intacct – showing continuing momentum

Central Europe – double digit organic
revenue growth

Sage Intacct has continued to grow strongly,
with organic revenue growth of 26% (FY17: 31%),
as management continues the carefully sequenced
integration of this acquisition. Organic revenue growth
was underpinned by recurring revenue growth of 29%
and ARR growth of 30%, offset by 2% decline in
professional services and training.

Central Europe delivered strong growth of 10% (FY17:
12%), underpinned by recurring revenue growth of 8%
and SSRS revenue growth of 13%.

Canada – double digit organic and recurring
revenue growth

Portugal was the Group’s strongest performing
country with 17% organic growth and 18% recurring
revenue growth.

In Germany, organic revenue grew by 10%, with Sage 200
also growing at 10%, delivered by a strong performance
in the partner channel. SSRS growth has been driven
by success in professional services associated with
Sage 200.
In the smaller Central European countries, Poland grew
at 11% and Switzerland delivered growth of 6%.

Performance – North American region
Organic revenue growth

USA
Sage Intacct
Canada
North America
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Strong growth of 12% (FY17: 9%) in North America,
including Sage Intacct, was driven by 13% growth in
recurring revenue (FY17: 14%), underpinned by software
subscription growth of 51% (FY17: 75%) with; software
subscription revenue is now 48% of total revenue
(FY17: 35%).
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FY18

FY17

+8%
+26%
+12%
+12%

+5%
+31%
+10%
+9%
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In Canada, both organic and recurring revenue delivered
double digit growth of 12% and 14% respectively. Over
75% of Sage 200 customers have been migrated to Sage
200cloud, driving growth in the year of £7m (77% increase),
whilst new customer acquisition was achieved through
Enterprise Management growth of £3m (114% increase).
In North America, the focus in FY19 is continuing the
momentum and value uplift through the Sage 50 and
Sage 200 migrations to cloud connected solutions,
whilst continuing to attract new customers through
Sage Intacct, Sage People and Enterprise Management.
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Performance – International region
Organic revenue growth

Africa and Middle East
Latin America
Australia and Asia
International

FY18

FY17

+5%
+3%
+6%
+5%

+12%
+12%
+3%
+10%

Organic revenue in the International region grew by 5%
in FY18 (FY17: 10%), with recurring revenue growth of 6%
(FY17: 15%), processing revenue growth of 13% (FY17: 7%)
and SSRS decline of 3% (FY17: decline of 4%). Software
subscription revenue in International is now 59% of
total revenue (FY17: 56%).
Performance in the region has been mixed with strong
growth in Australia, offsetting the slight decline in Asia
and growth in Africa offsetting weaker performance in
the Middle East, whilst growth in Latin America was
below Group growth rates.

Africa and Middle East – recurring revenue
a highlight
Growth in Africa and Middle East of 5% (FY17: 12%)
reflects growth in Africa of 6%, offset by a decline in
Middle East of 25%.
In Africa, double digit recurring revenue growth reflects
continuing momentum of Sage Accounting, which grew
by £3m (50% increase). SSRS decline of 8% is driven
by weak Enterprise Management sales reflecting
challenging conditions in the region.
The decline in Middle East revenue is also driven by
under-performance in Enterprise Management in
the region.

FROM A
DEDICATED
CUSTOMER CARE
SPECIALIST.

BE SAGE. BUILD ON.

Latin America – turbulent economic conditions
Revenue in Latin America grew at 3% (FY17: growth of
12%), underpinned by recurring revenue growth of 2%
(FY17: 17%).
Due to the turbulent economic conditions in the region,
since the end of FY17 management has been focused
on driving growth through high-quality customers,
where debt collection is less of a risk. The underlying
performance in the region remains robust with Sage
Accounting growth of £1m (35% increase) in FY18 and
H2 18 organic revenue growth of 8%.
SSRS growth of 7% reflects strong growth in
learning services.

Australia and Asia – strength in Australia offset
by Asia
In Australia, strong revenue growth of 11% (FY17: 7%) is
underpinned by recurring revenue growth of 6% (FY17:
9%) and SSRS growth of 36% (FY17: 2% decline), led by
strong performance from both Sage 50 and Payroll.
Asia revenue (accounting for 1% of total Group revenue)
declined by 5% in the year (FY17: 6%) due to local
macroeconomic challenges in this region.

The Sage Group plc.
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FINANCIAL REVIEW CONTINUED

FY18
Organic to statutory reconciliations

Organic
Organic adjustments1
Underlying – Continuing
Discontinued operations
Underlying
Discontinued operations (as reported)
Impact of foreign exchange2
Underlying (as reported) – Continuing
Recurring items3
Non-recurring items4
Statutory

Revenue

FY17

Operating profit

£1,819m
£38m
£1,857m
–
£1,857m
–
–
£1,857m
(£11m)
–
£1,846m

£505m
(£1m)
£504m
–
£504m
–
–
£504m
(£67m)
(£10m)
£427m

Margin

Revenue

27.8%

£1,703m
(£20m)
£1,683m
£112m
£1,795m
(£119m)
£44m
£1,720m
(£5m)

27.2%
27.2%

27.2%

23.1%

£1,715m

Operating profit

£463m
£27m
£490m
(£27m)
£4m
£467m
(£49m)
(£70m)
£348m

Margin

27.5%
27.3%

27.2%

20.3%

1 Organic adjustments are as per note 2 of the financial statements.
2 Impact of retranslating FY17 results at FY18 average rates.
3 Recurring items comprise amortisation of acquired intangible assets, M&A activity-related items (including adjustments to acquired deferred income)
and fair value adjustments.
4 Non-recurring items comprise items that management judge to be one-off or non-operational including business transformation costs in FY17.

Revenue

Net finance cost

Statutory revenue grew by 8% to £1,846m (FY17: £1,715m),
reflecting organic growth, the full year impact of prior
period acquisitions and foreign exchange movements
experienced throughout the year. The impact of foreign
exchange of £44m reflects a currency headwind during
the period.

The statutory net finance cost for the period was £29m
(FY17: £18m) and the underlying net finance cost was
£29m (FY17: £25m). The difference between underlying
and statutory net finance costs in the prior year was
driven by a gain of £7m from a valuation adjustment
on financial assets.

Operating profit

Taxation

Underlying (continuing) operating profit increased by
9% to £504m and statutory operating profit increased by
23% to £427m. The improvement
in statutory operating profit
margin of 2.8% reflects a net
reduction in recurring and
non-recurring items and the
impact from changes in
foreign exchange rates.

The statutory income tax expense for FY18 was £103m
(FY17: £85m1). The effective tax rate on both underlying
and statutory profit for FY18 is
26% (FY17: 26% underlying, 25%
statutory). The underlying rate
does not differ from the
statutory tax rate as the items
included as non-recurring have
been subject to tax at similar
rates to the Group average
rate of tax.

Statutory operating
profit increased by

Adjustments between
underlying and statutory
operating profit

£79m

Earnings per share

Non-recurring items relate to an exceptional charge
of £9m and a £1m loss on disposal of a small, non-core
asset. The exceptional charge consists of litigation costs
of £4m relating to two specific one-off employment
related matters and costs of £5m arising from the
restructure of parts of the senior leadership team,
announced at the time of the interim results. Recurring
items of £67m combined reflect £35m relating to
amortisation of acquisition related intangible assets
and £21m M&A activity-related charges. A further £11m
relates to an adjustment applied to acquired deferred
income. Both recurring and non-recurring items, £77m
combined, have been excluded from the underlying
operating profit of £504m.

1 Continuing operations.
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Underlying basic earnings per share increased by 3%
to 32.51p (FY17: 31.45p). Adjusted for transactions,
underlying earnings per share increased by 14%
reflecting a 5% impact from normalisation of the
operating profit for the pre-acquisition period of the
acquired businesses based on the FY17 operating profit
margin achieved during the post-acquisition period and
a 6% impact from the disposal of the North American
Payments business. Statutory basic earnings
(continuing operations) per share decreased by 2%
to 27.21p (FY17: 27.80p) due to increased operating
profit and net reduction in adjusting items following
completion of the business transformation, offset by
an increase in recurring charges for the acquisitions
of Sage Intacct and Sage People in FY17.

STRATEGIC REPORT

Cash flow and net debt
Cash flow

FY18

Underlying operating profit
Exchange rate translation movements
Underlying operating profit (as reported)
Non-cash items
Depreciation/amortisation/impairment/profit on disposal
Share-based payments
Net changes in working capital
Net capital expenditure
Underlying cash flow from operating activities
Non-recurring cash items
Net interest paid
Income tax paid
Statutory P&L foreign exchange movements
Free cash flow
Cash flow

A total of £172m was returned to shareholders through
ordinary dividends paid. Net debt stood at £668m
at 30 September 2018 (30 September 2017: £813m).
The decrease is attributable to strong free cash flow
of £356m, offset principally by M&A costs of £21m
(including fees and acquired IP assets), ordinary
dividends of £172m and an FX translation loss of £20m.

Debt facilities
The Group’s syndicated bank multi-currency Revolving
Credit Facility (RCF) was renewed in February 2018 and
now expires in February 2023 (with further extension
options of one or two years) with facility levels of £686m
(US$719m and £135m tranches). At 30 September 2018,
£418m (30 September 2017: £318m) of the RCF was
drawn. Existing RCF drawings were used principally to
fund the acquisitions completed in FY17 and to refinance
maturing debt in FY18. Specifically, the term loan of
$150m arranged in July 2017 to partially fund the Intacct
acquisition was refinanced using drawing from the RCF
on 25 July 2018.
Total USPP loan notes at 30 September 2018 were
£497m (US$550m and EUR€85m), (30 September 2017:

£490m
£6m
£496m
(£1m)
£35m
£6m
(£14m)
(£52m)
£470m
(£72m)
(£22m)
(£102m)
£2m
£276m

FY18

Statutory cash generated from operating activities
Recurring and Non-recurring items
Net capital expenditure
Balance sheet adjustments
Eliminate exchange rate translation movements
Underlying cash generated from operating activities
Underlying cash conversion

The Group remains highly cash generative with
underlying cash flows from operating activities of
£482m, which represents underlying cash conversion of
96%, increasing from 95% in FY17, due to strong working
capital management, although this was slightly lower
than the H1 18 cash conversion of 99%, due to the
value of Enterprise Management contracts signed in
September 2018, with longer associated payment terms.

FY17

£504m
–
£504m
(£6m)
£34m
£5m
(£10m)
(£45m)
£482m
(£35m)
(£26m)
(£64m)
(£1m)
£356m

FY17

£487m
£37m
(£45m)
£2m
£1m
£482m
96%

£428m
£94m
(£52m)
£2m
(£2m)
£470m
95%

£523m (US$600m and €85m)). Approximately £36m
(US$50m) of USPP notes matured in May 2018 and were
repaid using funds from the RCF.

Foreign exchange
The Group does not hedge foreign currency profit and
loss translation exposures and the statutory results are
therefore impacted by movements in exchange rates.
The average rates used to translate the consolidated
income statement and to neutralise foreign exchange in
prior year underlying and organic figures are as follows:
Average exchange rates
(equal to GBP)

Euro (€)
US Dollar ($)
South African Rand (ZAR)
Australian Dollar (A$)
Brazilian Real (R$)

FY18

FY17

1.13
1.35
17.56
1.77
4.72

1.15
1.27
16.95
1.66
4.06

Change

(2%)
6%
4%
6%
16%

Capital structure and dividend
With consistent and strong cash flows, the Group
retains considerable financial flexibility going forward.
The Board’s main strategic policy remains an
acceleration of growth, primarily recurring, supported
by targeted bolt-on acquisitions. The growth underpins
the Board’s sustainable, progressive dividend policy.
Consistent with this policy, the Board is proposing a
7% increase in the total ordinary dividend per share
for the year to 16.50p per share (FY17: 15.42p per share).

The Sage Group plc.
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PRINCIPAL RISKS AND UNCERTAINTIES

Managing our
risk profile
In FY18 we launched the Sage Business Cloud, providing a single point of focus
for our business as we accelerated into the cloud. As our strategic focus shifted to
the cloud, we evolved our principal risks to drive even greater strategic alignment,
visibility and risk ownership across the business. We increased the cadence of risk
reporting and enhanced access to real-time risk information to further support the
organisation in making risk informed decisions.
We continued to mature our risk management and control environment, which
included launching the Sage Governance, Risk and Compliance tool, which supports
the business to grow the right way. During the year we ingrained risk ownership
across the Company and continued to embed our three lines of defence model.

Effect of Brexit
Although uncertainty remains as to the outcome of the Brexit negotiations between
the UK and EU, the Group has adopted an approach that we believe will allow us to
manage the risks Brexit brings. These risks could include:
– Changes in market access that impact how we transact intra-Group operations,
share data, manage tax and foreign exchange exposures, and manage our
intellectual property
– Changes in people-specific rules and regulations that could impact the
international mobility of our colleagues
At present, the Group does not currently foresee any adverse material impact on day
to day operations.
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Principal risks
The Board and the Audit and Risk
Committee carried out a robust and
ongoing assessment of the principal
risks facing the Company throughout
the year. This assessment considered
those risks that would threaten Sage’s
business model, future performance,
solvency or liquidity, and ensured that
the risks continued to align with our
business strategy. As a result, the
principal risks evolved to reflect the
changes within the strategy, simplifying
the risk appetite statements, and
focusing on those metrics that would
not only signal current performance, but
also act to identify any emerging issues
in the management of the principal risks.

STRATEGIC REPORT

FY17 Principal Risk

FY18 Principal Risks

Commentary

– Business Model Delivery

Innovation

Evolved to focus on the capacity and capability of colleagues
to execute on our SaaS strategy, and to empower our
colleagues to be innovative in delivering on outcomes.

Colleague Success
Values and Behaviours
– Licence Model Transition

Understanding
Customer Needs
Route to Market

To accelerate value from subscription through the use of the
Sage Business Cloud, it is critical that our customers’ success
is at the forefront of everything we do.

Customer Success
– Market Intelligence

Understanding
Customer Needs
Route to Market
Innovation

– Competitive Positioning
and Product Development

Understanding
Customer Needs
Product Strategy

Expanded to reflect moving beyond simply understanding
our markets to focusing on understanding the needs of
our customers, allowing us to tailor our route to market
and approach to innovation to deliver the right products
to the market at the right time, using the right means.
The risks have evolved to align innovation and customer
success to our product strategy, to deliver the right cloud
products to the right markets to satisfy the needs of current
and future customers.

Customer Success
Innovation
– Brand

Understanding
Customer Needs
Product Strategy
Route to Market
Customer Success

– Partner and Alliances

Route to Market
Third Party Reliance

– Third Party Reliance

Third Party Reliance
Sustainable Processes
and Controls

Our Brand risk has been absorbed within a number of
refreshed risks focused on understanding our customers’
needs and putting them at the centre of what we do, in order
to maximise new customer acquisition and retention through
the delivery of products and services that provide an excellent
customer experience.
In recognising that Sage’s ecosystem includes an extensive
range of third parties, that support, maintain and deliver our
products and services, we have amalgamated partners and
alliances with other third parties to better reflect and manage
the extent of this reliance.
Given our increasing reliance on third parties to deliver and
support our products and services, this risk has evolved to
reflect both their importance and the necessary alignment
with our current and future process and control requirements.

– Supporting Control
Environment

Innovation

– Information Management
and Protection
(including Cyber)

Information as an Asset

In addition to the management and protection of information
assets from both internal and external threats, we have evolved
this risk to reflect the value derived from the appropriate use
and management of data.

– Legal and Regulatory
Framework

Sustainable Processes
and Controls

We have evolved these risks to support ownership of Legal
and Regulatory risks across Sage, driven through compliant
process, systems and products, and in support of our aim of
a 100% compliance culture.

Sustainable Processes and
Controls

Values and Behaviours

The movement of this risk represents a focus on applying
sustainable and repeatable end-to-end business processes,
supported by appropriate innovation and automation, which
delivers a consistent and efficient experience to colleagues
and customers.

The Sage Group plc.
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PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED
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Principal risks are also formally reported to
the Global Risk Committee, alongside any
escalated local risks. We manage risk in
line with our risk management policy and
approach, as set out in Risk Management
on page 70. In FY18 we monitored and
reported against our principal risks. These
risks are mapped against the strategic
pillars they support, as set out in the
table below.

FY18 principal risks and aligned strategic pillars

us

The Board monitors the risk environment,
and reviews the relevance and
appropriateness of the principal risks
throughout the year in consultation with
the Audit and Risk Committee. These
risks are proactively managed by executive
risk owners, supported by Sage Risk, with
progress to plan tracked on an ongoing
basis. Local and regional engagement is
also undertaken to support the collective
actions required to manage these principal
risks and to enable the identification and
escalation of any local risks as appropriate.

As detailed in the following table, a range of measures are in place, being deployed or developed, to manage and mitigate our
principal risks.

Principal risk

Risk background

Understanding
Customer Needs
If we fail to understand the
products and services our
current and future customers
need to be successful,
they will find alternative
solution providers.
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STRATEGIC ALIGNMENT


Sage is the leader in key global
markets, and we can use this
position to gather valuable insights
into what our current and future
customers want and need. It can
also help us to better understand
the strengths and weaknesses of
our products and services, and
better position those products
and services to meet the needs of
our current and future customers.
By understanding the specific
needs of these customer groups
in each country and region, we will
be better positioned to efficiently
manage our products, marketing
efforts and support services. This in
turn will allow us to maximise our
return on investment, and retain
a loyal customer and partner
base over the long term.
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Improving risk environment
– Brand health surveys are used to provide
us with an understanding of customer
perception of the Sage brand and its
products, which we use to inform and
enhance our market offerings
– A Market and Competitive Intelligence
team is established to provide insights
that Sage uses to win in the market.
– A product re-naming exercise was
completed to simplify the purpose
of each product, and assist with
customer understanding
– Ongoing refinement and improvement
of market data through feedback from
the business

In progress:
– By providing ISVs with access to the Sage
Developer Platform, we gain additional
insights into customer needs that are able
to be met through the development of
bespoke solutions

STRATEGIC REPORT

Risk background

Management and mitigation





Principal risk
Product Strategy
If we fail to develop and manage
a prioritized strategy for our
products that is aligned with
our goals and delivers against
customer needs, there is a
significant financial risk that
customers will go elsewhere.
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STRATEGIC ALIGNMENT

Static risk environment
– A licensing model transition strategy
is in place, anchored on the Sage
Business Cloud
– Sage Business Cloud is available in United
Kingdom and Ireland, North America,
France and Spain
– Recent cloud-native products (Sage Intacct
and Sage People) are available in Sage
Business Cloud in North America
– A Product Marketing team oversees
competitive positioning and product
development to align products with
the needs of our customers

A key component of Sage’s
transition to a SaaS company is
the delivery of cloud-connected
and cloud-native products.
To achieve this, we will need to
execute on a prioritised product
strategy that moves our product
portfolio to cloud-native solutions.
This may include a transitional
period of cloud-connected
products, with a clear path to the
cloud-native products our current
and future customers desire.

In progress:
– Product rationalisation and prioritisation
exercise is being conducted to ensure that
native cloud products are delivered in line
with customer expectations





Innovation
If we fail to encourage and
sustain the innovation that is
required to create disruptive
technologies, processes and
services, we will fail to deliver
on our commercial goals.

STRATEGIC ALIGNMENT
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As Sage transitions into a SaaS
business powered by a subscription
licence model, we must be able to
rapidly deploy new innovations to
our customers and partners. This
innovation could relate to new
technologies or services, or could
represent a new way of working
with Sage.
Innovation will require us to
address how we encourage
innovation across our people,
process and technology, and
how we make this innovation
sustainable. By building innovation
into our collective DNA, we can
empower our colleagues to
improve the customer experience,
and drive efficiencies in how we
deliver our products and services.
By strategically investing in
platforms and relationships, we
can also harness the innovation
of our partners. By providing
opportunities for our partners to
interact with our products we can
drive scalable growth and improve
the customer experience.

The Sage Group plc.

Static risk environment
– Market intelligence surveys identify
market opportunities
– Integration of the Pegg chat bot with
Sage Accounting, to enhance the product
experience using artificial intelligence
– Prioritised product development based
on ‘customer for life’ roadmaps, with the
development of innovative solutions that
meet the identified needs of our customers

In progress:
– Simple, smart and open technology
strategy to provide API and microservices
through a Sage Developer Platform
– Strategic acquisition and collaboration
to complement and enable
accelerated innovation
– Platform Services delivered to Sage
Business Cloud to enhance value
proposition for cloud adoption
– Development of an incubation
framework to guide how Sage
interacts with its innovation partners
– Enhancement of the Pegg AI capability,
and increased use of machine learning
to support new areas and operations
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Risk background



Route to Market

STRATEGIC ALIGNMENT:
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This can shorten our sales
cycle, and ensure that customer
retention is improved. It can also
use new products and services,
such as payments and banking
technologies, to draw new
customers into the Sage family.

If we fail to align front and
back office activities to deliver
the best possible customer
experience, including the
cloud-based products our
customers need to be
successful, we will not be able
to achieve sustainable growth.

f

ark et

in nin

in t he
m

g

W

ers

li f e

C us

om

or

t

STRATEGIC ALIGNMENT:

If Sage is to become a true SaaS
business, we must maintain a sharp
focus on the relationship we have
with our customers, constantly
focusing on delivering the
products, services and experiences
our customers need to be
successful. If we do not do this,
they will likely find another provider
who does give them these things.
Conversely, if we do these things
well these customers will stay with
Sage, increasing their lifetime
value, becoming our greatest
marketing advocates.
While Sage is renowned for its
quality customer support, a focus
on customer success requires
more proactive engagement
as well. By proactively helping
customers to recognise and fully
realise the value of Sage’s products
we can help increase the value of
these relationships over time, and
reduce the likelihood of customer
loss. By aligning our people,
processes and technology with this
focus in mind, all Sage colleagues
can help support our customers
to be successful and in turn drive
increased financial performance.

64

In progress:
– The Sage Partner Programme has been
moved into the marketing organisation to
drive increased alignment of the indirect
channel to market



Customer Success
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Static risk environment
– Market data and intelligence is
disseminated internally to support decision
makers in the best routes to market
– Dedicated colleagues are in place to
support partners, and to help manage
the growth of targeted channels
– New routes to market are being opened
through our partnerships with Payment
and Banking technology providers

By offering our current and
potential customers the right
information on the right products
and services at the right time, we
can maximise the value we can
obtain from our marketing and
customer engagement activities.



If we fail to identify, develop and
maintain a blend of channels to
market, our ability to sell and
support the right products and
services to the right customers
at the right time is reduced.

Management and mitigation



Principal risk

Static risk environment
– A Product Delivery team develops and
delivers those products needed by our
customers to support their success
– Battlecards are in place for key products
in all countries, setting out the strengths
and weaknesses of competitors and
their products
– Defined ‘customer for life’ roadmaps
are in place, detailing how products fit
together, any interdependencies, and
migration pathways for current and
potential customers
– Continuous Net Promoter Score (NPS)
surveying allows Sage to identify customer
challenges rapidly, and respond in a timely
manner to emerging trends

In progress:
– A data-driven Customer Success
Framework is being piloted in Northern
Europe. This framework is designed to
enhance the customer experience and
ensure that Sage is better positioned to
meet the current and future needs of
the customer
– The results of this pilot will be used to
enhance the Framework as it is rolled
out to other major markets
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Risk background

Management and mitigation





Principal risk
Third Party Reliance
If we fail to develop, manage and
maintain relationships with third
parties that are critical to the
delivery of our products and
services, we could suffer
significant reputational
and financial damage.
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– Dedicated colleagues are in place to
support partners, and to help manage
the growth of targeted channels
– Standardised implementation plans for
Sage products that facilitate efficient
partner implementation
– A specialised Procurement function
supports the business with the selection
of strategic third-party suppliers and
negotiation of contracts
– Clear roles and responsibilities for
colleagues are outlined in the Procurement
Lifecycle Policy and Procedures, which
includes delegated levels of authority
for investment approval

Sage has an increasing reliance on
a relatively small number of critical
third-party providers that support
the delivery of our products to our
customers. Any interruption in
these services or relationships
could have a profound impact on
Sage’s reputation in the market and
could result in significant financial
liabilities and losses.
Equally, Sage has an extensive
network of sales partners critical
to our profile in the market.
Carefully selecting, managing and
supporting these partners is critical
to how we grow our business, as
well as ensuring that we only
engage with those people and
organisations that share Sage’s
values and aspirations.
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STRATEGIC ALIGNMENT:

In progress:
– Rationalisation of targeted channels is
continuing to focus on value-add activities
– Managed growth of the API estate,
including enhanced product development
that enables access by third party
API developers
– Transition of the Sage Partner Programme
into the Marketing function to drive
increased alignment of all product
and service offerings

As Sage continues its transition
into a SaaS business, this will
likely split into two risks. The first of
these will focus on our key supplier
dependencies, while the second
will consider the risks specifically
associated with our partner
relationships.



Sustainable Processes and Controls
If we fail to apply sustainable
and repeatable end-to-end
business processes and
controls, we will not be able
to deliver against our goals.
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Static risk environment

Sage operates in multiple
geographies and market
segments which require
sustainable processes to
drive operational efficiencies.
By consistently delivering the
right outcome from its business
processes each and every time,
Sage is able to efficiently and
effectively deliver an improved
customer experience.
By embedding a common
business control framework that
prioritises processes, technology
and ownership, the organisation
can focus on delivering the right
outcomes at the right time.
By simplifying our control
environment, we can also drive
an improved focus on those
outcomes that help support
customer success, in turn helping
to sustain our subscription growth.

Improving risk environment
– Established Global and Regional Risk
Committees oversee the risk and
internal control environment, and
set the tone-from-the-top
– The Sage Governance, Risk and Compliance
(GRC) technology solution automates
activity, and provides a consolidated view
of risk, compliance and control environment
– The Sage Compliance Hub provides a one
stop repository and alert mechanism for
the organisation, simplifying how Sage
colleagues interact with and manage
their compliance obligations
– Shared Service Centres (SSCs) are
established in Newcastle, Johannesburg
and Atlanta, enabling the implementation
of consistent and standardised systems
and processes
– Policy Approval Committee is in place to
supervise and approve policies within the
Sage-wide policy suite
– Sage’s business control framework
is starting to drive standardisation of
practice and process across the business

In progress:
– Plans for migration of remaining country
General Ledgers into Sage Enterprise
Management are in place
– The Business Control Framework continues
to be built out as a way of supporting the
One Sage approach to control
The Sage Group plc.
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PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

Risk background



Colleague Success
If we fail to ensure we have
colleagues with the critical skills,
capabilities and capacity we
need to deliver on our strategy,
we will not be successful.
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Management and mitigation



Principal risk

Static risk environment
– Roles and vacancies are benchmarked
in the market to ensure appropriate
remuneration
– Job descriptions provide criteria aligned
with our SaaS strategy against which new
hires and internal transfers are assessed
– Continued the rollout of our Sage Business
Cloud People solution to enhance
colleague experience
– Sage Save and Share scheme opened for a
second year, with over 25% of colleagues
now invested
– The performance management process
identifies training and development needs
for colleagues that supports their ability
to deliver against the strategy
– Fully embedded Sage Learning and
deployed the Leading at Sage training
programme for all managers within
the business to develop leaders

As Sage transitions into a SaaS
business, the capacity, knowledge
and leadership skills we need will
change. Sage will not only need to
attract the talent and experience
we will need to help navigate
this change, we will also need
to provide an environment
where colleagues can develop
to meet these new expectations.
By empowering colleagues and
leaders to make decisions, be
innovative, and be bold in delivering
on our commitments, Sage will be
able to create an attractive working
environment. By addressing drivers
of colleague turnover, and
embracing the values of successful
SaaS businesses, Sage can
increase colleague engagement
and create an aligned workforce.

In progress:
– An Employee Value Proposition
is being developed to drive a
consistent experience for colleagues
– Focused efforts are being developed
to address regional retention drivers
– Introducing the L.E.A.D. programme to
enhance our approach to performance
management and focus on future
development



Values and Behaviours
If we do not fully empower
our colleagues in line with
our shared values, we will fail
to develop the behavioural
competencies required to be
a successful SaaS business.

STRATEGIC ALIGNMENT:
O

i

p ac
Ca

w th

in nin

for g

ne

Sag
e

ty

ro

ark et

W

in t he
m

g

The development of a shared
behavioural competency that
encourages colleagues to think
small and act big will be critical
in Sage’s successful transition
to a SaaS business. Devolution
of decision making, and the
acceptance of accountability for
these decisions, will need to go
hand in hand as the organisation
develops and sustains its shared
values and behaviours, and
develops a true SaaS culture.
Sage will also need to create a
culture of empowered leaders that
support the development of ideas,
and that provides colleagues with
a safe environment that allows
for honest disclosures and
discussions. Such a trusting and
empowered environment can
help sustain innovation, enhance
customer service and drive the
engagement that results in
increased market share.
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Improving risk environment
– Code of Conduct communicated to
all colleagues, and subject to annual
certification
– Alignment of personal objectives across
Sage, with direct cascade from the CEO
– Formal assessment against personal
objectives for each colleague as part of
established performance management
process, which also considers personal
application of Sage’s Values and Behaviours
– Core eLearning modules have been rolled
out across the enterprise, with annual
refresher training
– Whistleblowing and Incident Reporting
mechanisms are in place to allow issues
to be formally reported, and investigated
– All colleagues are empowered to take up to
five paid Sage Foundation days each year,
to support charities and provide
philanthropic support to the community

In progress:
– Transitioning compliance training
into role-based education as a way of
supporting colleagues to apply expected
values and behaviours
– Sage Compliance is undertaking work
to measure and monitor the ethics and
compliance culture at Sage using relevant
operational metrics

STRATEGIC REPORT

Principal risk

Risk background

Management and mitigation



Information as an Asset
If we fail to manage, protect and
maximise the value of our data,
we will not be able to realise the
full potential of our assets.
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Information is the life blood of a
SaaS business – it tells us how
we create revenue, how we can
improve the customer experience,
and how we can meet our
obligations and commitments.
Analysed using manual and
machine learning, it provides us
with the intelligence we need to
run and build our business.
Protecting the confidentiality,
integrity and accessibility of this
data is table stakes for a datadriven business, and failure to do so
can have significant financial and
regulatory consequences in the
General Data Protection Regulation
(GDPR) era. In addition, we also
need to use data efficiently
and effectively to drive improved
business performance.

Improving risk environment
– Accountability is established within both
OneIT and Product for all internal and
external data being processed by Sage.
Sage Chief Information Security Officer
oversees information security, with a
network of Information Security Officers
that directly support the business
– The Chief Data Protection Officer
supported by a Data Governance forum
oversees information protection for Sage
– A network of country-level data champions
help support the business to embed Sage
practices across the organisation, with
particular focus on the GDPR requirements
that came into effect this year
– Formal certification schemes are
maintained, across appropriate parts of the
business, and include internal and external
validation of compliance
– Secure coding standards are in place
for the development of new code
– Structured and ad-hoc IT Internal Audit
activity is undertaken by Sage Assurance
against an agreed plan, and reported to
management and the Audit and
Risk Committee
– The Sage information security policy
suite was reviewed and updated to
reflect changes in industry best practice
– An organisation-wide GDPR project
oversees those actions required to
achieve compliance
– An incident management framework is in
place, which includes rating of incidents
and requirements for notification and
escalation, and online incident reporting
to Sage Risk
– All colleagues are required to undertake
awareness training for information
management and data protection,
with a focus on the GDPR requirements.
Colleagues who frequently handle personal
data also undertake role-based training

In progress:
– Information Security Risk Management
Methodology continues to be deployed to
provide objective risk information on our
assets and systems
The principal risks are assessed as presenting the greatest threat to the successful delivery of Sage’s strategy. For this reason, they
are used as the basis for challenging, and establishing, our financial viability.
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PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

VIABILITY STATEMENT

The viability period
In accordance with provision C.2.2 of the UK Corporate
Governance Code, the Directors set out how they have
assessed the Group’s prospects, the period covered by
the assessment and the Group’s formal viability statement.
The Directors assess the prospects of the Group taking into
account various factors including the Group’s current position,
the nature of its business, its business model and strategy,
its principal risks, its liquidity analysis based on net debt
and available debt facilities and its expected performance.
Expected performance reflects the Group’s focus on
generating recurring revenue through software subscriptions.
The viability statement sets out how the Directors have
reached a conclusion on the Group’s ability to continue in
operation and meet its liabilities as they fall due over the
period of their assessment.

The viability periods
The Directors have reviewed the period used for the
assessment and determined that a three-year period
remained suitable. This period aligns our viability statement
with our planning time horizon for our three-year strategic
plan and is appropriate given the nature and investment cycle
of a technology business. Cash flows over this period have

a relatively high degree of predictability, particularly as the
business continues its transition to the subscription model.
Projections beyond this period become less reliable given the
inherent uncertainty of technology and market developments.

The assessment process and key assumptions
The assessment of the Group’s prospects is based on its
strategy and associated principal risks. These are reviewed
by the Board and the Audit and Risk Committee at least
annually, and are a foundation for the Group’s strategic plan.
The financial forecasts contained in the plan make certain
assumptions about the uptake of subscription services and
the acceptable performance of the core revenue streams and
market segments. They assume that debt instalments are paid
as they fall due, although the Group’s main debt facilities are
not due for renewal within the period of the assessment.

The viability assessment
The Group’s viability has been assessed by stress testing the
plan using sensitivity analysis. To achieve this, management
reviewed the principal risks and considered which might
threaten the Group’s viability. It was determined that none of
the individual risks would in isolation compromise the Group’s
viability, and so a number of different severe scenarios were
considered where principal risks arose in combination.

The scenarios considered to be the most plausible and significant in performing the assessment of viability and the combination
of principal risks involved were as follows:

Description of scenario
1

Principal risks involved

Malicious data breach impacting EU data
The deliberate targeting of data relating to EU data by malicious or
criminal actors. This scenario considers the impacts on both customer data,
as well as on Sage colleague data as it impacts data confidentiality, integrity
and availability.

2

68

Two accidental data breaches in a major market
Two accidental releases of customer or colleague data within a major
market within a short period of time. This scenario considers the impacts
on both customer data, as well as on Sage colleague data as it impacts data
confidentiality, integrity and availability.

3

Legal breaches by Sage or an associated third party

4

Collapse in subscription NCA in core markets

Sage or a third party, acting on Sage’s behalf, fails to comply with legal
obligations relating to sanctions, anti-money laundering, bribery and
corruption or modern slavery.

A reduction in the perceived competitiveness of Sage’s subscription
products by customers, resulting in an adverse impact on ARR growth
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–
–
–
–
–
–

Competitive Advantage
Approach to Market
Customer Success
Ecosystem
Control Environment
Information Management
and Protection

–
–
–
–
–
–
–

Competitive Advantage
Approach to Market
Customer Success
Ecosystem
Control Environment
Values and Behaviours
Information Management and
Protection

–
–
–
–

Approach to Market
Ecosystem
Control Environment
Values and Behaviours

– Competitive Advantage
– Approach to Market
– Customer Success

The monetary impact of each scenario
was estimated by a cross functional
group of senior leaders, including
representatives from Finance, Risk,
IT, Product Marketing and Legal, who
evaluated the possible consequences,
primarily through reducing revenues
and net cash inflows. These impacts
were based on similar events in the
public domain and internal estimates.
As set out in the Audit and Risk
Committee’s report on page 97, the
Directors reviewed and discussed the
process undertaken by management,
and also reviewed the results of reverse
stress testing performed to provide an
illustration of the reduction in revenue
that would be required to break the
Group’s covenants or exhaust all
available cash.
In the event that scenarios such
as those tested were to occur,
management would have a number
of options available to maintain the
Group’s financial position including cost
reduction measures, the arrangement of
additional financing and a review of the
sustainability of the dividend policy.
Confirmation of longer-term viability
Based on the assessment explained
above, the Directors confirm that they
have a reasonable expectation that the
Group will continue to operate and
meet its liabilities, as they fall due,
for the next three years, that is,
until 30 September 2021.

IS YOUR TEAM
TOO BUSY
TO GET ANY WORK
DONE? BE SAGE. BUILD ON.

RISK MANAGEMENT

ANOTHER TOOL
TO HELP US ACHIEVE
OUR AMBITION
The Board is responsible for maintaining and reviewing the effectiveness of our risk
management activities. These activities reflect financial, operational and compliance
considerations, and are designed to support the business to successfully achieve
its operational and strategic objectives. Our risk management strategy provides
parameters for the successful management of risk and provides our leaders with the
scope to successfully deliver the business strategy in the most efficient way possible.
How we identify risk

How we manage risk

Our risk identification process follows a
dual approach, which seeks to identify:

Our risk management framework
enables us to identify, evaluate, analyse,
manage and mitigate those risks which
threaten the successful achievement
of our business strategy and objectives.
Risks are owned and managed within
the business, and formally reviewed on
a quarterly basis through the Global and
Regional Risk Committees, which are
described on pages 72 and 73. Sage Risk
completed the deployment of the Sage
Governance, Risk and Compliance (GRC)
tool in 2018 which supports the business
to maintain visibility of its current risk
exposure, and the status of its risk
management activities. This tool enables
Sage Risk to provide ongoing guidance,
support and challenge to the business
on the management of risks to our
strategy and operations. It is also used
to support Sage Compliance efforts
across the business, including hosting
the Sage Compliance Hub, which
provides a one-stop shop for Sage
colleagues to manage and interact
with the business control framework.
The Sage GRC tool also supports the
development of the Sage Assurance
risk-based audit plan, and will be used
to track any actions identified through
assurance activity.

– strategic risks using a top down
approach, with the principal risks
representing the risks that most
threaten delivery of our strategy; and
– operational risks using a bottom
up approach at the country and
regional level. These risks most
threaten local business activity.
Higher-rated local risks are escalated
in line with the Risk Management
Policy to the Regional and Global
Risk Committees, which provides
organisational visibility to emerging risks.

Our risk appetite
Our risk appetite reflects our ability
or desire to accept a certain level of
risk in order to achieve our strategy.
We recognise that eliminating risk is
often not feasible or desirable, so by
defining our risk appetite we support
our leaders to manage risk within
acceptable boundaries.
All identified risks are measured on an
inherent and residual risk basis using a
pre-determined scoring matrix as set
out in our Risk Management Policy.
Each principal risk is monitored against
defined appetite statements and
supporting metrics. These statements
and metrics are evaluated throughout
the year to ensure they remain aligned
with our strategic objectives and
within an acceptable risk tolerance
for the Group.
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In addition to its business as usual risk
management activities, Sage Risk also
support the business in a number of
other key projects or reviews each year.
In 2018, this included supporting Sage’s
readiness preparations for the General
Data Protection Regulations, and the
enhancement of the business control
framework. Sage Risk worked to critically
review activities and collaboratively

The Sage Group plc.

improve practices and processes, and
then help embed ownership within
the business.
During 2018, Sage Risk focused on
supporting the enablement of risk
ownership across the business. The
team has dedicated resources in Europe,
Africa, Asia, North America and Latin
America who support the business and
functions in the management of both
operational and strategic risks. The
responsibilities of each Risk colleague
continue to include their specific
geographic scope, as well as supporting
principal risk owners to manage their
risks. The Sage Risk team also manages
the organisation’s corporate insurance
programme, ensuring that global
and local insurance placements are
appropriate for the risk exposure and in
line with the organisation’s risk appetite.
Continuing training implemented in
2017, Sage Risk provided compulsory
training for colleagues on Risk
Management and Incident Management.
In July 2018, Sage Risk launched a single
global incident reporting portal, which
simplified the incident reporting process
for all colleagues, and helped streamline
our ability to respond to emerging
threats as part of a One Sage approach.

STRATEGIC REPORT

Values and Behaviours
Our Three Lines of Defence
Sage’s Three Lines of Defence approach ensures accountability
and transparency by setting out the roles and responsibilities of
all colleagues when it comes to the management of risk.
The model and its effective operation support a strong control
environment with best in class Governance, Risk and Control
procedures embedded across Sage.

1

3

ALL
COLLEAGUES

2

SAGE ASSURANCE

SAGE RISK
AND SAGE
COMPLIANCE

Independent
and Objective

Identify, Own,
Operate
Guide, Support,
Challenge

To promote this model Sage Compliance has grown and embedded its
activities, to support the business in continuing to develop the internal
control framework, assist our aim of a 100% compliance culture and ensure
that we continue to embrace our values and behaviours. In 2018, Sage Risk
and Sage Compliance continued to work together to maximise the
guidance, support and challenge being provided to the business.

Measure

The Board recognises that values and
behaviours underpin the effectiveness
of Sage’s risk management, and
the operation of an effective
control environment.
Sage’s Values and Behaviours set out
how our strategy should be executed.
Our Code of Conduct supports and
reinforces these values and behaviours,
and sets clear expectations across Sage
for compliance with ethical standards.
Behaviour forms a significant part of our
colleague performance management
process, and in FY18 was identified
and managed as a principal risk.
As previously stated, our three lines
of defence model also articulates
clear roles and responsibilities for
all colleagues, and establishes
accountability for individual actions
and decisions. It also describes how
appropriate challenge and assurance
is provided over business activities,
including the ethical conduct of
our operations.
During 2018 we commenced the
transformation of our compliance
training into innovative, engaging
role-based education programmes
tailored to meet the specific learning
objectives of targeted stakeholder
groups. We seek to equip colleagues
with knowledge relevant to their role
that is consistent with Sage values and
behaviours, and supports accountability
and decision making. In addition,
the continued development of a
standardised business control
framework will provide additional
guidance and direction on these
expected ways of working.

Our values

Assess

Our risk
management
process

Customers first

Velocity

Innovate
Mitigate

Evaluate
Do the right thing

Make a difference
More on page 42

The Sage Group plc.

Annual Report and Accounts 2018

71

RISK MANAGEMENT CONTINUED

Risk governance

Executive Committee
The Executive Committee is responsible
for the stewardship of the risk
management approach. It develops the
strategy and oversees delivery of related
operational plans, whilst managing the
associated risk. Each principal risk is also
owned by an assigned member of the
Executive Committee.

The Board

Audit & Risk
Committee
Vice
President,
Risk and
Assurance

We operate a formal
governance structure
to manage risk.

Executive
Committee

Global Risk
Committee
Sage Risk

Global Risk Committee
The Global Risk Committee is chaired
by the Chief Executive Officer, and has
responsibility for providing direction and
support to Sage Risk in transforming and
embedding risk across Sage. It meets
quarterly and seeks to:
– Establish clear governance and
accountability for risk, and any
associated (remediation) activities;
– Provide direction to regions and
countries, including the creation
and deployment of common
methodologies and practices;
– Provide a point of escalation;

Regional Risk
Committees

Board

Audit and Risk Committee

The Board has overall responsibility for
risk management and establishing the
Group’s risk appetite. It monitors the risk
environment, and reviews the relevance
and appropriateness of the principal
risks to the business.

The Audit and Risk Committee supports
the Board in setting the Group’s risk
appetite and ensuring that processes
are in place to identify, manage and
mitigate the Group’s principal risks. At
each meeting, the committee reviews
the principal risks and their associated
appetite statements and metrics,
to assess whether they continue to
be relevant, effective and aligned to
the achievement of Sage’s strategic
objectives, and within an acceptable
tolerance for the Group. The committee
also monitors the effectiveness of the
control environment through the review
of Internal Audit reports from Sage
Assurance and consideration of relevant
reporting from management, Sage Risk,
Sage Compliance and the external
auditor. Further information on the
committee’s activity in 2018 is set
out in the Report of the Audit and Risk
Committee section on pages 92 to 100.
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– Drive the consideration of risk
in decision making;
– Drive the inclusion of
risk management into
performance management;
– Oversee cultural change;
– Enable the Group to effectively
operate as One Sage;
– Review and approve defined
policies; and
– Provide the Board and Audit and Risk
Committee with sufficient effective
information to enable them to
discharge their risk reporting
requirements.
The Global Risk Committee’s
membership includes representatives
from across the business and all key
support functions. The Chairman of the
Audit and Risk Committee may attend
any meeting as desired.

STRATEGIC REPORT

Regional Risk Committees

Sage Risk

FY18 saw changes in how risks were
formally reported and managed at
the regional level. Four Regional
Risk Committees were operational
throughout FY18 in Africa-Middle East,
Asia-Australia, North America and
Latin America. Reflecting the need for
greater differentiation in the European
region, in April the Europe Regional
Risk Committee was replaced with four
separate Regional Risk Committees
in Northern Europe, Central Europe,
Southern Europe and Iberia. Each
committee met four times during FY18.

Sage Risk supports the effective
operation of the Regional Risk
Committees, and provides guidance,
support and challenge to the business to
effectively manage risk. Led by the Risk
Director, the team continues to leverage
local and global relationships to support
business activities. Sage Risk also works
closely with Sage Compliance as a
second line partner to improve controls
and behaviours across the enterprise,
and allow Sage to operate and grow
within its risk appetite.

The Regional Risk Committee meetings
occur in advance of the Global Risk
Committee. This supports the operation
of the Global Risk Committee and the
management of principal and local
risks within each region. In addition to
managing identified local risks, these
regional committees also monitor
the deployment of risk management
activities throughout the countries
within their regions, monitor the
realisation of risks through reported
incidents within their regions, and
provide risk escalation and reporting.

Sage Compliance
Sage Compliance provides guidance,
support and challenge to the business
to drive excellence in governance and
control, enhance business control
frameworks and monitor and guide
colleague engagement on compliance
related matters to reinforce Sage values
and behaviours, supporting our ambition
of a 100% compliance culture. Led by the
Compliance Director, it continues to
develop its capability to ensure it is
fully aligned with business activities.

The VP Risk and Assurance is
responsible for the second and third
line of defence functions, namely
Sage Risk, Sage Compliance and Sage
Assurance. The VP Risk and Assurance
is responsible for the facilitation and
implementation of the risk management
approach across Sage, including the
consolidation of risk reports from the
Regional Risk Committees, and the
provision of appropriate risk reporting
from Sage Risk for the Global Risk
Committee, the Audit and Risk
Committee, and the Executive
Committee. The VP Risk and
Assurance attends the quarterly
Audit and Risk Committee meetings
and regularly meets with the Chairman
of the Audit and Risk Committee outside
of these meetings.

The Board retains overall responsibility
for setting Sage’s risk appetite and
for risk management and internal
control systems.
In accordance with section C.2.3 of
the Code, the Board is responsible
for reviewing their effectiveness
and confirms that:
– There is an ongoing process
for identifying, evaluating and
managing the principal risks
faced by the Company;
– The systems have been in place for
the year under review and up to the
date of approval of the Annual Report
and Accounts;
– They are regularly reviewed by the
Board; and
– The systems accord with the FRC
guidance on risk management,
internal control and related
financial and business reporting.
There were no instances of significant
control failing or weakness in the year.

Sage Assurance
Vice President (“VP”)
Risk and Assurance

Risk management and
internal controls

Sage Assurance is led by the Assurance
Director, and its purpose and activities
are set out in Internal Audit section of
the Audit and Risk Committee report
on pages 98 and 99.

You can read more about our risk
management and internal controls
systems in our Strategic Report on
pages 3 to 53 and the associated work
of the Audit and Risk Committee on
pages 92 to 100.

Directors’ approval of the Strategic Report

Our 2018 Strategic Report, from pages 1 to 73,
has been reviewed and approved by the Board
of Directors on 20th November 2018.

Steve Hare
Chief Executive Officer
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