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Organic recurring
revenue growth

Organic operating
margin

FY19: 11.2%

FY19: 23.8%

8.5%

22.1%

Strategic KPIs
Renewal by value

Subscription penetration

FY19: 101%

FY19: 56%

99%

65%

Annualised recurring
revenue (ARR) growth

Sage Business Cloud
penetration

FY19: 12.8%

FY19: 51%

4.8%

61%

Other key highlights
Underlying cash
conversion

Statutory revenue
growth

FY19: 129%

FY19: 5.0%

123%

(1.7%)

Organic revenue growth

Dividend

FY19: 6.0%

FY19: 16.91p

3.7%

17.25p

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. 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 note 2 of the financial statements. Reconciliations of statutory revenue, operating profit and basic earnings per share to
their underlying and organic equivalents are in the Financial review starting on page 52.

Helping businesses
thrive

At Sage, everything we do starts
with the customer and a deep
understanding of their needs.

Visit our website for
further information
about our business
www.sage.com

We have a responsibility to our
customers that goes beyond the
technology we develop, helping
them to be more productive,
more agile and to thrive.

About Sage
Sage is the global market leader for technology that
provides small and medium businesses with the visibility,
flexibility and efficiency to manage finances, operations
and people. Working alongside our partners, Sage is trusted
by millions of customers worldwide to deliver the best cloud
technology and support. Our years of experience mean that
our colleagues and partners understand how to serve our
customers and communities through the good and more
challenging times. We are here to help, with practical advice,
solutions, expertise and insight.
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Our purpose

Our vision

It’s the reason we exist
as a business.

We do this by serving our
customers on subscription
and in the cloud.

is to transform the way
people think and work
so their organisations
can thrive.

2
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is to become a great
SaaS company for
customers and
colleagues alike.

Our strategy

is how we will achieve
our vision. It is designed
around three strategic
lenses:
Customer Success
Creating enduring subscription relationships
and having a customer-centric approach in
everything we do.
See more on pages 22-23

Colleague Success
Building a culture that fosters collaboration,
values the individual, and enables colleagues
to reach their full potential.
See more on pages 24-25

Innovation
Solving customer problems by integrating emerging
technology and accelerating the availability and
adoption of Sage Business Cloud solutions.
See more on pages 26-27
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Chairman’s statement

customers
Here to help

navigate what is next

4
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Background to the year

Looking back at FY20

Halfway through 2019-20 life changed in unimaginable
ways for all our colleagues and customers as the Covid-19
pandemic affected everyone. Information became key
and management communicated quickly and clearly with
everyone concerned to ensure that the Group was able to
maintain focus and adapt to new ways of working quickly
and without an interruption of service to customers. The
Board was involved throughout and fully endorsed the
approach taken by management. Steve Hare, as CEO,
ensured that his messages were not only clear but also
authentic, and by putting the welfare of our colleagues first,
he knew that if we looked after them, they would look after
our customers. It is not a surprise that Glassdoor has named
him as the highest rated CEO in the UK during the crisis.

The Group entered the pandemic period with the
momentum of substantial progress accompanied by
focused execution with the consequence that, despite
the impact of the pandemic, the Group achieved a resilient
operational and financial performance, as the business
continued to transition to cloud-based software services
through a subscription revenue model.

At the heart of the setting of priorities during this year has
been the Sage Business Cloud vision which has enabled an
alignment of purpose and execution and a prioritisation of
investments. As digital working has increased throughout
the economies we serve, this clarity of vision has ensured
that the Group has responded appropriately. It involves not
merely a portfolio of attractive products, but also a set of
powerful cloud capabilities, equipping customers to thrive
in this era of digital transformation. Innovation is, and will
continue to be, a clear driver of success.
I am pleased that the Group did not resort to taking
government support through this period and maintained
its colleague base, whilst at the same time ensuring it had
a strong financial framework.

“The Sage Group has achieved
a resilient performance in
FY20. The impact of Covid-19
is accelerating the shift to
the cloud and Sage is well
positioned to capture these
future growth opportunities.”

The Group’s purpose and vision are clear, and the new
operating model, organised around meeting the needs
of small and medium businesses in Sage’s key software
categories, has been firmly embedded.
As a result, subscription revenues grew by 21% to
almost £1.14bn. 65% of Group revenue is now from
subscription, up from 56% last year; while Sage Business
Cloud penetration is now 61%, up from 51% last year,
supported by the continued roll-out of cloud applications
and services. While recurring revenue grew significantly
during the year, up 8.5%, the economic slowdown caused
by Covid-19 resulted in annualised recurring revenue (ARR)
growth at the end of the year being 4.8%.
A relentless focus on innovation has enabled the Group
to achieve a number of strategic milestones. Sage Intacct
is now live in five markets following its launch in the UK
and South Africa during FY20, while Sage Accounting
Plus was launched as the cloud native solution for small
business accounting in the UK. The portfolio has been
further enhanced through the integration of AutoEntry
and CakeHR, resulting in a strong cloud native platform
to drive the future growth of the business.
I strongly believe that Sage’s true character has been
revealed in dealing with the Covid-19 pandemic, which
continues to affect families, businesses, and communities
worldwide. Colleagues throughout the Group have risen
to the challenge – going above and beyond to support
customers and each other through difficult times –
and, above all, showing Sage to be a company that cares.
I am proud of their professionalism and dedication, and
am certain that this customer-centric approach will help
the Group continue to flourish in the future.
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Chairman’s statement continued

The Board’s commitment to matters pertaining
to section 172(1) of the Companies Act 2006 is
set out on page 29

Further insight into the activities of the Board
for FY20 can be found on pages 101 to 104

The Board in FY20
During the year, three Directors stepped down from the
Board: Blair Crump as President and Executive Director,
and Soni Jiandani and Cath Keers as Non-executive
Directors. I thank them on behalf of the Board for their
considerable contributions during their tenure. Cath Keers
has been appointed Chief Marketing Officer and a member
of the Executive Team and was, of course, able to bring
immediate knowledge of the Group to her new role.
We were pleased to welcome two new Non-executive
Directors this year, Sangeeta Anand and Irana Wasti,
increasing significantly the technology and SaaS skills
of the Board. Dr John Bates replaced Soni Jiandani on
the Nomination Committee and Cath Keers on the
Remuneration Committee.
During the year, the Board maintained its focus on Sage’s
transition to becoming a great SaaS company, ensuring that
the Company’s strategic ambitions and competitive edge
are underpinned by a customer-centric culture in which
colleagues are supported and innovation fostered. The
Board also maintained effective engagement with its key
stakeholders, through various events and regular updates
on customer and colleague success and the work of
the Sage Foundation. The pandemic has created new
challenges for the Board, restricting our ability to visit
teams and offices as before. The Board was quick to
replace these visits with virtual meetings and a programme
of engagement to ensure it could still monitor and assess
the culture of the Group.
The Board has also invested time in ensuring the
Group meets the requirements of a changing corporate
governance landscape. Our Board Associate role continues
to prove valuable in facilitating two-way communication
with colleagues, enabling the Board to hear more of
colleagues’ views whilst generating greater understanding
of the role of the Board amongst colleagues. During the
year, our second Board Associate reached the end of his
term and we appointed our third Board Associate, Pamela
Novoa Ralli, VP of Product Management, who is based in

Atlanta. The Board has set itself the objective of ensuring
that the role assists in improving its decision making further.
One gain from our Board Associate concept has been
the increased visibility of other candidates who sought the
role. As a result, an Associates’ Council has been formed,
consisting of past and present Board Associates and
selected candidates from the Board Associate appointment
process. The Board intends to meet with the Council twice a
year to hear a wider range of colleague views and sentiment.
There has been much discussion about Environmental,
Social and Corporate Governance (ESG) metrics in general
in the past few months, with increased emphasis on the “S”
part. The role of the Sage Foundation has been important
in this respect. The Group has been particularly alert to the
wider consequences of the pandemic for colleagues and
customers alike.

Looking forward to FY21
Looking ahead, while the near-term economic environment
for small and medium businesses is uncertain, the longerterm opportunity for Sage remains undiminished. As I
have said, there is a clear acceleration among businesses
towards digitisation and migration to cloud-based services.
Sage is well positioned to capture this opportunity, with a
trusted brand, world-class products, continuous innovation
and strong customer relationships.
The Board believes that the greatest value creation for
our shareholders from this point will be seen through
investing to accelerate growth with a focus on cloud native
solutions, initially in the Group’s largest markets of the UK
and the US. This is expected to result in higher retention
rates and increased new customer acquisition.
The Group remains strongly cash generative with underlying
cash conversion of 123% and, in line with our policy of
maintaining the dividend in real terms, we increased the
full year dividend by 2.0% to 17.25p in FY20.

Thank you
Finally, I would like to thank all of our colleagues for their
dedication, adaptability and caring behaviour this year.
I also thank Steve Hare and Jonathan Howell for their
leadership and all the other Board members for their
assiduous performance of their duties. I have indicated
my intention to retire in September 2021, in line with good
governance, after nine remarkable years. The Group is very
different to the one I joined in 2012 and with the building
blocks for sustained success in place, I am confident that
we can all look forward to a successful future as Sage
delivers on its purpose to help its customers thrive.

Sir Donald Brydon
Chairman
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Helping businesses thrive

As the champion
for SMEs, we help
build and sustain
the economy
Bright Path Consulting –
Partner in South Africa
TJ Ledwaba, founder and CEO of Bright Path Business
Consultants: “Every accountant has something that
works for them; Sage works for me. It puts me in the
pulse of my clients’ businesses – and that’s where
lasting relationships form.” As a client of Bright Path,
Kiara Ramklass of Marimba Jam says, “Sage and
Bright Path have given me confidence in the financial
component of the business. I no longer have anxiety
when I think about our finances and I actually have
time to look at other growth aspects in the company.”
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Market opportunities

Well positioned to capture future
cloud market growth opportunities
Total addressable market (TAM)

Cloud growth expected to continue

Sage’s TAM is set to be worth $33bn in 2021, at which point
the market for cloud software is expected to exceed that of
on-premise software for the first time. Included within this
TAM is the single-largest software category in the world,
Accounting and Financials. The TAM comprises over 69
million small and medium businesses.

The benefits of cloud applications and services have
been brought into sharper focus because of the Covid-19
pandemic. While Sage’s TAM is expected to remain broadly
stable in 2021 versus 2020, owing to a decline in the on-premise
market, cloud growth is expected to be 6% in 2021, accelerating
to 11% in 2022. Cloud adoption rates globally are forecast
to reach 51% in 2021 and 54% in 2022. The USA is the most
cloud adoptive region and forecast to reach 57% in 2021,
with the UKI expected to be at 49% and France at 40%.

Growth in cloud share of TAM

2020: $15.7bn
2021: $16.7bn
2022: $18.5bn

Total addressable
market (TAM) in 2021
set to be worth

$33bn

Source data: IDC Custom Solutions Market Model 2020

Through our focus on customer needs
The move to
subscription and
the cloud

Data-driven insight

Automation and
efficiency

A focus on customer
experience

Enhancing customer value
through access to the
latest product updates
and features

Delivering software that
provides analytics and
insights into business
performance to aid
decision making

Helping businesses to
become more efficient
through data-entry
automation, artificial
intelligence, and
machine learning

Ensuring that the needs
of every customer are
fully met or exceeded,
building long-term
relationships and
higher lifetime value

Ensuring ongoing
compliance

8
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Supporting small and medium
businesses around the world
Sage targets the professional user, typically an accountant or bookkeeper who
understands compliance and wants rich functionality to help drive efficiencies
and gain more insight into their business.
Sage serves millions of small and medium customers around the world

Small businesses

Small customers are typically owner-run businesses with
professionals or small teams responsible for finances and
human resources. They are looking to automate accounting
and compliance while managing costs and cash flow. Their
concerns tend to be around compliance and risk and they
need simple solutions, where they can subscribe and be up
and running.

Medium businesses

Medium customers are more complex, usually functionally
structured around specialist teams and departments with
different needs. They are often scaling and transforming
and need insights for growth and competitive advantage.
They typically spend longer integrating our solutions into
their business.

Through our unique competitive advantages
Trust

World-class products

Relationships

Global reach:
local focus

Sage has a strong
reputation as a trusted
advisor, renowned for
keeping customers safe
and compliant

Sage continues to invest
in technology to ensure
its products remain among
the market leaders

Sage prides itself on
building strong and
lasting relationships with
its customers. We provide
market-leading customer
services with our team
of caring and dedicated
services colleagues

Sage has global scale but
extensive local knowledge
which helps ensure its
products are leading the
way in compliance and
allows the Group to plan
for changes in legislation
before they are introduced
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9

Our products

Creating products and services
to help businesses thrive
Sage Business Cloud is a suite of unified solutions that add high value with common services,
so customers can integrate and migrate data across solutions. This is supported by a rich and
robust marketplace with around 500 ISV apps and emerging tech across artificial intelligence,
machine learning and automation.

Cloud connected
and hybrid solutions
Medium
businesses

Small
businesses

Cloud native solutions

Sage X3

Sage Intacct

Sage 200cloud

Sage People

Sage 50cloud

Sage Accounting
Sage Payroll
CakeHR

Cloud connected and hybrid solutions combine
the power and productivity of the desktop with
the freedom and security of the cloud.

Cloud native solutions offer anytime, anywhere
availability, automatic updates and full access
to a wide ecosystem of partners and ISVs,
in a hosted environment.

Sage has a strong digital and direct sales presence, supported by a global network of partners:

80,000

Accountants who advise
and sell Sage solutions

10

40,000

Value Added Resellers
(VARs) who sell and
implement Sage solutions
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~500

Independent Software
Vendors (ISVs) who add
further functionality and
vertical customisation to
Sage solutions

Dozens
of Strategic Alliances
with some of the biggest
names in technology

Supporting customers with
award-winning solutions
Sage Intacct

Sage Accounting

Award-winning Sage Intacct empowers
visionary CFOs, allowing them to digitally transform
their finance operations across the globe by delivering
insight-led and customer-centric cloud solutions.

Sage Accounting is a unique and
award-winning proposition that ensures
small businesses, accountants and bookkeepers
can remotely manage their customer data, accounts
and people all in one native cloud destination.

Sage Intacct provides finance
professionals with a powerful
cloud financial management
platform, providing deep
multi-dimensional accounting,
automation for efficient financial
operations and sophisticated
visibility for real-time decision
making. Sage Intacct’s
technology uses open APIs,
making it easy to connect with
third-party cloud applications.
In addition, Sage Intacct is
a modular solution where
customers only pay for what
they need.

Sage Intacct is now available to
customers in the US, Canada,
Australia, UK and most recently in
South Africa (launched in August
2020). By using a set of common
capabilities and services, Sage
Service Fabric has accelerated
the entry of Sage Intacct into new
markets by delivering reusable
services at speed.

With many businesses now
working remotely, providing the
right information at the right time
has never been more important.
Small businesses have an even
greater need to keep on top of
both their finances and their
people as they navigate
challenges around cash flow,
payroll and compliance changes.

Sage Intacct serves customers in
the Medium Segment, focusing
on services-centric industries
as well as Construction & Real
Estate and Wholesale distribution,
ensuring the product strategy is
laser-focused on customer needs.

Launched in the UK in May 2020,
Sage Accounting Plus provides all
the latest digital tools to achieve
this. Over time, our objective is
to launch Sage Accounting into
other geographies, using the
UK go-to-market as a blueprint
for success.

Sage Payroll

Sage People

Sage X3

Transformative payroll & HR
software for small businesses.
Helps our customers to
confidently manage their
payroll with a simple,
reliable and flexible online
payroll system; compliant
and connected to the cloud.

Transforms the way
multinational organisations
manage and engage
their workforce.

X3 provides faster, more
intuitive and tailored
business management
solutions than conventional
ERP for product-centric
businesses looking to thrive
and stay competitive in the
face of growing complexity.

With less administration
customers can make
quicker decisions and in
turn are more productive,
saving organisations time
and money.

Global cloud HR and people
management solution,
which helps companies
design new better ways of
working across the entire
employment journey, and
embrace the new world of
HR and people management.

X3 transforms how
businesses manage people,
processes and operations,
allowing them to embrace
change at speed.

Recent technology acquisition
AutoEntry has been embedded
into Sage Accounting to
eliminate time-consuming,
repetitive and error-prone
manual data entry tasks.
CakeHR, another recent
acquisition, is available as
an option.
Recognising the strength of
our product suite, IDC has
positioned Sage in the Leaders
category in the IDC Marketscape:
worldwide SaaS and CloudEnabled Small Business Finance
and Accounting Applications
2020 Vendor Assessment.

Sage 50cloud
and Sage 200cloud
Our Sage 50cloud and
Sage 200cloud franchises
provide a range of cloud
connected accounting
solutions for small and
medium businesses that
combine the freedom and
security of the cloud with
the power and productivity
of the desktop, enabling
customers to control their
business and gain complete
visibility over their finances
and operations.
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Our business model

Driving our SaaS transition

Inputs

How we attract and retain customers

Trusted advisor
A trusted brand
providing marketleading customer service

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

1. Awareness and land

2. Adopt

Attract new customers to Sage
through brand awareness,
targeted website campaigns
and the sage.com website.
Offer guides and trials to
prospective customers

New customers sign up
to Sage Business Cloud
solutions on subscription.
Customers on old licences
are reactivated and join Sage on
subscription and cloud solutions.
Sage provides training
and onboarding to get
customers started

People
Caring and committed
colleagues, embracing Sage‘s
Values and Behaviours and
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

Sage provides customer support
through phone, web chat,
social media, chat bots and
online forums and communities.
Sage keeps in touch with
customers through surveys
and regular check-ins

High levels of support from
Sage leads to high renewal levels
and recommendations spread
by word of mouth

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

12

3. Service

5.Renew
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4. Expand
Building a closer relationship
with customers, Sage can
cross-sell, up-sell and migrate
customers to the latest version
of their software

What this creates

Underpinned by sustainability

Customer
• Renewal by value of 99%

Colleague
• Colleague Net Promoter
Score +38 points
year-on-year

Community
• 24,300 Sage Foundation
days spent in the
community

Shareholders

Sage Foundation
See more on how we bring colleagues together for good
on pages 40 to 45

Diversity and Inclusion
See more on our diversity and inclusion strategy on pages 34 to 35

Environment

• High-quality recurring
revenue growth of 8.5%

See more on our new Environmental Strategy on pages 46 to 51

• Underlying cash
conversion of 123%

Community

• Sustainable full year
dividend of 17.25p
per share

See more on how we support our local communities
on pages 44 to 45

Governance
See more on how we are creating long-term sustainable success
on pages 78 to 119
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Our investment case

Delivering shareholder value today
High-quality recurring revenue

Efficient capital allocation

8.5%

Investing efficiently for growth

organic recurring revenue growth

£1.1bn

22.1%
organic operating margin

software subscription revenue

Strong free cash flow

Sustainable dividend

123%

17.25p

underlying cash conversion

FY20 dividend, commitment
to maintaining in real terms

Building significant value for the future
At Sage we start with the customer, enabling businesses
to thrive. We help them to create value by delivering
insights and relieving them of the burden of admin,
in turn generating value for all stakeholders.
We do this through Sage Business Cloud and, ultimately,
we want all customers to enjoy their Sage experience
through Sage Business Cloud.
As we invest in driving an accelerated transition to
subscription and the cloud, we will forge an ever-closer
relationship with our customers and unlock significant
value creation at Sage.

14
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By embracing a closer relationship with customers,
Sage can understand its customers better, enhancing
the ability to cross-sell and up-sell.
As customers realise the full benefits of their digital
experience on Sage Business Cloud, retention rates
trend up. By delighting customers, Sage’s reputation and
advocacy are enhanced, increasing our ability to acquire
new customers.
Over time, this also reduces both the cost to acquire and
the cost to serve our customers.

Helping businesses thrive

We are trusted
by millions of
businesses globally
to deliver the best
cloud technology
and support
Float Digital – Sage Business Cloud
Accounting customer
Sam Charles, Founder of Float Digital: “Being able
to work on the cloud allows me to react instantly,
wherever I am. This is great for when I’m on the
road and I need to check my accounts. I can send
an invoice when I’m over in a client meeting, and
it can be paid by the time I’m back in the office.”

Annual Report and Accounts 2020 | The Sage Group plc.
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Chief Executive’s review

progress
Accelerating our strategic

“Sage performed well in FY20, achieving consistent recurring revenue
growth throughout the year. At the same time our focus on strategic
execution has been unwavering, and we’ve made tangible progress
particularly in the development and roll out of our cloud solutions,
creating a strong platform for further growth.
Looking ahead, we intend to build on these foundations, driving
the Group’s continued transition to SaaS with an increased focus
on cloud native solutions across the Group. Our focus is on the
things we can control – being there for our colleagues and customers,
helping customers to adapt and thrive in an increasingly digital world,
and making sure Sage is well-placed to seize the opportunities that this
period of uncertainty will ultimately present.”

16
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FY20 has been a year when communities and businesses
have had to adapt to unprecedented change. Customers
have moved entire offices to homeworking, transformed
their customer offerings and embraced the transition to
a more digital economy.
At Sage, we have been guided by what is constant in
our business. Firstly, our purpose – to transform the way
people think and work so their organisations can thrive.
This is the reason we are in business. And secondly, our
values – the most important of which is “to do the right
thing”. Our purpose and values have provided the framework
for our decisions and, consequently, have formed the basis
for our success.

Our performance
Sage has achieved a strong performance in FY20,
delivering significant, high-quality recurring revenue
growth, while continuing to focus on attracting new
customers and migrating existing customers to Sage
Business Cloud. At the same time, we have executed
at pace on our strategic priorities.
Organic recurring revenue increased by 8.5% to £1,592m,
while organic total revenue increased by 4% to £1,768m.
The increase in recurring revenue, underpinned by a 21%
rise in software subscription revenue growth to £1,141m,
was driven by growth from existing and new customers,
principally in North America and Northern Europe.
Reflecting ongoing investment to drive strategic
execution, organic operating profit for the year
was £391m, representing a margin of 22.1%.
These strong results are underpinned by a relentless focus
on strategic execution, which has driven the transition of
the business towards higher quality recurring revenue based
on subscription and Sage Business Cloud. As a result, 90%
of Sage’s revenue is now recurring, up from 86% in FY19.

Inevitably, Covid-19 has led to uncertainty among
businesses globally. This caused Sage’s growth to ease
back in the second half of FY20, and in the short term
we expect growth to continue to moderate. However,
I am satisfied with our performance during the pandemic
so far, as we continued to attract new customers and to
grow, helped by our consistent focus on customer and
colleague success.
At the same time, the pace of digital transformation is
accelerating. Small and medium businesses are adapting
to the new environment, and turning to digital technologies
to support their businesses, including cloud-based solutions
that provide resilience and enable flexible working practices.
Our strong progress in innovation leaves Sage well positioned
for further growth, as we support customers in their adoption
of digital solutions.

Our strategic progress
When I became Chief Executive two years ago, I set out
our immediate strategic priorities, and put in place a
clear strategic framework to create focus and to drive the
simplification of the Group. Today our purpose, vision and
strategy remain integral to the way we operate, guiding the
decisions we take on a day-to-day basis in order to develop
and grow the business.
Our purpose is to transform the way people think and work
so their organisations can thrive. This guides the decisions
we take and provides the reason we exist as a business.
We serve our purpose through our vision, by becoming a
great SaaS company for customers and colleagues alike.
This is underpinned by our three strategic lenses of
Customer Success, Colleague Success and Innovation,
which are instrumental in enabling colleagues to focus
on what’s most important to the business.

Covid-19

I’m happy with the progress we’ve made against each of the
strategic lenses, as we’ve delivered on the priorities I set out
two years ago.

Early in the Covid-19 crisis, we moved decisively to protect
the health and wellbeing of our colleagues, and to provide
continued support to our customers and partners. Our agile
response meant that all colleagues worldwide transitioned
smoothly to homeworking in a matter of days, and we have
continued to support colleagues through a range of focused
initiatives including daily communications, networking
groups, e-learning and support for mental wellbeing.

In Customer Success, we’ve reshaped our organisation
and reporting lines around the small and medium business
segments, enabling a deeper focus on the specific needs
of customers in each segment. We’ve invested in new
systems to improve the level of customer insight and
service efficiency, and we’ve continued to digitise customer
service, reducing call waiting times and accelerating the
resolution of customer problems.

We also put in place measures to support our customers
and partners, through local online advice hubs, webinars
and expert customer service, and by working with
governments to help customers directly access the
financial support available. I am immensely proud of how
our colleagues have reacted, and how they continue to
support each other, our customers and our communities.
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17

Chief Executive’s review continued

In Colleague Success, we’ve built a more customer-centric
culture, launching and embedding our Values and Behaviours,
and further investing in training and development. We’ve
established senior sponsorship and mentoring schemes
for colleagues, and run development programmes both for
our leaders and for emerging talent. The result of investing
in colleague experience is more engaged colleagues who
are better able to support the success of our customers.
Our most recent colleague NPS scores show an increase
of 60 points over the last two years, while Sage’s Glassdoor
rating has increased to 4.4 out of 5, up from 2.9 in FY18.
In Innovation, our cloud native portfolio has been a key
area of focus. The acquisitions of AutoEntry and CakeHR,
together with the launch of Sage Accounting Plus, have
enabled us to create a powerful and compelling cloud native
software suite for small businesses, combining accounting
and finance, automation, payroll and HR into a single,
integrated, end-to-end proposition. For medium customers,
we’ve extended our cloud native availability through the
continued internationalisation of Sage Intacct, launching in
the UK in November 2019 and South Africa in August 2020.
We also invested further in Sage Business Cloud, developing
a digital environment where our customers can use our
cloud native or cloud connected solutions to connect,
collaborate and do business.
Reflecting our focus on innovation, Sage has increased
investment in R&D by around £60m since FY18, taking
total R&D spend to around 15% of recurring revenue
in FY20. Sage has also expanded the Group’s total
engineering headcount by around 20%, with a focus
on Sage Business Cloud.

Simplifying the business
Creating a simpler and more focused business remains
a key priority of Sage. In March 2020 we completed
the disposals of Sage Pay and the Brazilian business,
reducing Sage’s exposure to non-core business lines
and geographies. We have continued to make progress
against this objective, with assets held for sale as at the
year-end including:
• within the Central and Southern Europe segment, Sage’s
businesses in Poland and Switzerland; and
• within the International segment, Sage’s businesses in
Asia and Australia (excluding global products that are
core to our strategy such as Sage Intacct, Sage People
and Sage X3), and Sage’s South African payroll
outsourcing business.
The assets held for sale comprise mainly local products
which are not part of Sage Business Cloud.
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Measuring our progress
Our four strategic KPIs demonstrate Sage’s strategic
progress, showing how we achieve success, and reinforcing
the quality of our performance.
• Software subscription penetration is now 65%, up from
56% in FY19, as the business continues to transition
existing customers and attract new customers to
subscription and Sage Business Cloud.
• Sage Business Cloud penetration is now 61%, up from 51%
in FY19, reflecting continued progress in the shift towards
cloud native and cloud connected solutions.
• Renewal by value reduced slightly to 99%, from 101% in
FY19, reflecting lower levels of additional value add-ons to
existing customers during the second half of the year due
to Covid-19.
• ARR increased by 4.8% in FY20, reflecting continued
revenue growth despite Covid-19, which particularly
impacted the third quarter.

Our role in society and our community
As part of its broader corporate responsibility, Sage has a
significant role to play in addressing the societal, economic
and environmental challenges facing our business, our
colleagues, our customers and our communities, now
and in the future.
Sage Foundation represents a core part of our values,
supporting the communities we operate in, and serving
to attract and retain talent. All colleagues are encouraged
to take up to five days each year, on a fully paid basis,
to support charitable initiatives under Sage Foundation.
As a result, colleagues contributed more than 24,300
volunteering days in FY20, including under “virtual
volunteering” initiatives.
Our approach to Diversity and Inclusion (D&I), known
as Sage Belong, focuses on promoting an inclusive
environment for all colleagues, where we reflect,
understand, visibly respect and encourage the diversity of
our colleagues, customers and the communities we serve.
This year we have seen colleagues actively engage with
listening forums focused on the racial justice protests.
Several new Colleague Success Networks have been
established to continue the discussion and inform
our strategy. These informal, colleague-led groups are
reinforced by our D&I Council, chaired by the CEO and
Chief People Officer, ensuring alignment of D&I priorities
with our overall business strategy.
We are committed to responsibly managing our use of
resources and the environmental impact of the solutions
we provide to our customers and partners. Following
a detailed review of our environmental approach, Sage
will adopt a new environmental strategy in FY21. This
includes an ambitious plan to set clear, science-based
targets with a full roadmap as part of the implementation
of a Net Zero strategy.

Our priorities for FY21 and beyond

Chairman succession

Sage has made considerable progress in its transition to a
SaaS business model over the last two years, significantly
increasing the proportion of revenue from subscription and
Sage Business Cloud, and delivering on the priorities we set
out in 2018. To date, the principal driver of growth in Sage
Business Cloud has been cloud connected solutions.

I would like to thank Sir Donald for his substantial
contribution to Sage since he became our Chairman eight
years ago. We have all benefitted from his leadership and
experience during a period of significant strategic change.
He is due to retire from the Group in September 2021, and
when he does so it will be with our very best wishes.

Customers are increasingly looking to digitise their
businesses and benefit from the operational advantages
of a fully hosted, cloud native solution, including anytime,
anywhere access and automatic upgrades. Accordingly,
we now intend to focus on accelerating our cloud native
solutions across the Group, initially in our largest markets
of Northern Europe and North America. At the same
time cloud connected will remain an important driver
of growth, particularly in Continental Europe. We will also
focus on further embedding SaaS capability and culture
throughout Sage.

Strategic Report for FY20
Our Strategic Report on pages 2 to 77 has been reviewed
and approved by the Board.

Steve Hare

Chief Executive

To support these strategic priorities, Sage intends to
allocate further resource to Sage Business Cloud, in particular
to cloud native solutions, and to increase its investment in
sales and marketing and product development (R&D). This
will be part-funded by cost savings from the restructuring
of our professional services business, and other efficiencies
across the Group. Given the uncertain economic environment
due to Covid-19, we may flex the level of sales and marketing
investment dynamically during the year, in response to
market conditions.
The increased investment is expected to result in a
planned reduction in organic operating margin of up
to three percentage points. Delivery of these strategic
priorities is expected to drive recurring revenue growth
and new customer acquisition, generate efficiencies
and over time lead to significant value creation through
sustainable profit and cash generation.

Outlook
Against the uncertain economic backdrop, we currently
expect recurring revenue growth for FY21 to be in the
region of 3% to 5%, weighted towards the second half of the
year. We also expect other revenue (SSRS and processing)
to continue to decline, in line with our strategy. Organic
operating margin is expected to be up to three percentage
points below FY20, depending on the level of additional
investment we make during the year.
Looking beyond FY21, we expect margins to trend upwards
over time, as the investment drives recurring revenue
growth and operating efficiencies.
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Our key performance indicators

How to measure a great SaaS company
Sage has four strategic KPIs that
show the impact and progress of
strategic execution and the focus
on Customer Success, Colleague
Success and Innovation.
The KPIs will be disclosed every
six months to demonstrate
Sage’s progress in the transition
to a SaaS company.

2020: 99%

2020: 4.8%

2019: 101%

2019: 12.8%

Renewal by value

99%

This metric tracks
the growth of existing
contracts over the period
(up-sell, cross-sell, renewal,
migration), offset by churn.
It does not include new
customer acquisition or
reactivation of off-plan
customers and therefore
measures the strength of
the existing customer base.
In FY20 renewal by value
reduced slightly, reflecting
lower levels of additional
value add-ons to existing
customers during the
second half of the year
due to Covid-19.

20
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Annualised recurring
revenue (ARR) growth

4.8%

Defined as the normalised
reported recurring revenue
in the last month of the
reporting period, adjusted
consistently period to
period, multiplied by 12
(FY20: £1,611m ARR).
It represents the
annualised value of
the recurring revenue
base that is expected
to be carried into future
periods, and its growth
is a forward-looking
indicator of reported
recurring revenue growth.
After a strong performance
in FY19, ARR increased by
4.8% in FY20, reflecting
continued growth despite
Covid-19, which particularly
impacted the third quarter.

2020: 65%

2020: 61%

2019: 56%

2019: 51%

Subscription penetration

65%

% of revenue on subscription

This is measured as
software subscription
revenue as a proportion
of revenue and shows the
progress Sage is making
in migrating its customers
to subscription (FY20:
£1,141m organic software
subscription revenue).
In FY20, subscription
penetration reached
65%, reflecting continued
focus on attracting new
customers and migrating
existing customers
to subscription.

Sage Business Cloud
penetration

61%

Defined as recurring
revenue from the Sage
Business Cloud as a
proportion of the recurring
revenue of the Future
Sage Business Cloud
Opportunity. This metric
measures progress in the
transition of the business
to the Sage Business Cloud.
Find out more about the
portfolio view of revenue
on page 52.
The focus on driving revenue
to cloud solutions has resulted
in Sage Business Cloud
penetration of 61% in FY20.

Sage also tracks other measures of success
linked to strategic lenses including:
Customer Success:

Colleague Success:

Innovation:

NPS and Renewal
rate by value

Colleague NPS,
voluntary attrition,
Sage Foundation
days

Availability of native
cloud solutions,
Sage Business Cloud
penetration, consumption
of cloud services

See more about our strategy and how we measure our progress on pages 22 to 27
See more about how our performance links to remuneration on pages 120 to 148
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Helping businesses thrive

Our solutions and
expertise allow
customers to focus
on what matters
DPR Motorsport – Sage 50cloud customer
Derrick Rowe, co-founder and CFO of DPR
Motorsport: “Sage 50cloud helps us deal with our
customers in a highly effective manner. You’ve got to
have a trust relationship with your customers. When
customers ask you a question, you’ve got to be able to
provide the answers. Recording the customer data in
Sage gives you the ability to get the information out
accurately. With Sage, there’s credibility with what
you are telling them.”
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Our strategy

Customer Success
Customer Success is driven by a customer-centric approach to everything we do, to create enduring
subscription relationships and deliver better business outcomes for customers and partners.
Customer Success is strongly linked to Sage’s purpose: to
transform how people think and work so their organisations
can thrive.
This year in particular, our commitment to our customers
has been unwavering. Sage has been right by the side of
small and medium businesses around the world as they
adjust to the new normal and navigate what comes next.

Customer journey
During FY20, we continued to develop our organisational
design and invest in systems, tools and processes in order
to address more effectively the needs of our small and
medium customers. Our focus remains on systematically
improving the experience we offer our customers at every
stage of their journey with Sage.
For smaller businesses, we redesigned the customer
journey for Sage Business Cloud solutions with an initial
focus on Northern Europe, aiming to build a stronger
relationship with customers at the early stages of their
journey with Sage.
For medium sized businesses, we’ve combined our cloud
native and cloud connected organisations across the
Group in order to better support the needs of our customers
and drive a more rapid adoption of cloud native solutions.
We also created a single customer sales and support
organisation in North America, ensuring a consistent
go-to-market approach between Sage Intacct and our
Sage 200 and X3 franchises in the region.

Supporting our customers through
the Covid-19 pandemic
From the onset of the Covid-19 pandemic in March,
we found new ways to serve and support our customers,
including establishing online coronavirus advice hubs,
providing webinars and other interactive sessions, and
developing special-purpose software to support customers
when applying for government funds. Following their success
in Northern Europe, our regular “Q&A Live” sessions have
also been introduced in North America, connecting customers
with experts to provide guidance and support.
To understand how our customers were feeling during
the height of the Covid-19 pandemic, we undertook weekly
polling of over 5,000 businesses in total, using the insights
to inform conversations with all customers. We shared the
findings with media outlets, to ensure the voice of small and
medium businesses was being heard.

How we measure progress
• Renewal rate by value
• Net Promoter Score

99%

FY19: 101%

Renewal rate by value

Customer service
We rolled out our single CRM system in North America
during FY20, following the successful deployment in
Northern Europe last year. This has improved the level
of customer insight, while cloud telephony rollouts in both
regions have enabled more effective call handling especially
during busy periods. We also reviewed and improved our
customer service processes in Northern Europe by focusing
on first contact resolution, resulting in a 50% reduction in
transfers of customer enquiries. Our Trustpilot score in the
UK is 4.8 out of 5.
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Our strategy continued

Colleague Success
We know that the best way to make sure our customers are successful is to have engaged colleagues
and an invigorating culture. Colleague Success is all about making Sage a great place to work so our
talented colleagues can reach their full potential.
In FY20, Sage has focused on putting people at the heart of
its business, demonstrating our genuine care for customers
and colleagues alike, particularly in how we have managed
our response to the global coronavirus pandemic.

Leadership development and talent management
We know that we need great leaders to become a great
SaaS company. As part of our commitment to develop
our senior leaders, in January 2020 we completed the
Executive Team Development Programme to help build
the individual and collective capability of our 40 most
senior leaders. This will be extended in FY21 to include our
top 200 leaders through our Emerging Talent and Senior
Leadership Programmes.

Building SaaS capability
As part of our Strategic Planning process, the Executive
Committee agreed that capability and reward would play an
important role in driving the high performance and growth
which we will need to embed a SaaS culture. We have
completed a comprehensive review of the capability and
compensation strategy across the business in FY20 which
will inform our long-term People strategy over the next
three years.

Colleague experience and engagement
Colleague experience and engagement at Sage is a key
component of our ‘Colleague Success’ strategic lens. We
measure this by eNPS (Employee Net Promoter Score –
measures colleague sentiment) and voluntary attrition –
both of which saw significant improvements in FY20.
Listening to and addressing colleague sentiment has been
an important part of putting our people at the heart of our
business this year, particularly during the global coronavirus
pandemic. We hold pulse surveys twice a year to gather
feedback on all aspects of life at Sage. 78% of colleagues
took part in the most recent survey in June 2020, indicating
a high level of engagement and suggesting ways to make
Sage an even better place to work.
Sage Foundation is a core part of our values, supporting
the communities we operate in, and serving to attract
and retain talent. All colleagues are encouraged to take
up to five days each year, on a fully paid basis, to support
charitable initiatives under Sage Foundation. As a result,
colleagues contributed more than 24,300 volunteering days
in FY20, including under “virtual volunteering” initiatives.
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Supporting our colleagues through
the Covid-19 pandemic
Throughout the pandemic we have prioritised the health
and wellbeing of our colleagues. We launched our weekly
Always Listening surveys in March to enable us to check
in with our colleagues, find out how they are feeling
and what else we can do to support them during these
unprecedented times. This regular feedback channel
has helped to shape our programme of engagement
and support.
The leaders at Sage have responded to colleague feedback
with increased communications through Sage TV Live, town
halls, targeted emails on topics that our colleagues have
told us matter to them and localised support plans.
New colleague support networks have been established,
focusing on sharing resources, insights and experiences to
help colleagues stay engaged and feel supported. We also
introduced our Sage Belong speaker series, including short
videos of colleagues and external experts sharing advice
on how to stay mentally healthy. In addition, all colleagues
were given free access to the Headspace app, to support
wellbeing and resilience.

How we measure progress
• Colleague Net Promoter Score (eNPS)
• Voluntary attrition
• Sage Foundation days

+32

FY19: -6

Colleague Net Promoter Score

24,300
Sage Foundation days

FY19: 31,250

Helping businesses thrive

Our success always
starts with a deep
understanding of
customer needs
Helping our own people thrive
We always start with the customer and have a deep
understanding of their type of business and their
industry – starting with their business, not ours.
By taking this customer-centric approach in
everything we do, we create enduring subscription
relationships. We invest in systems and processes,
marketing, sales, services and partners that create
a seamless customer experience, and trust our
colleagues to use these tools, deeper insights and
closer relationships to make decisions that are best
for the customer.

Annual Report and Accounts 2020 | The Sage Group plc.

25

Helping businesses thrive

Our innovation
empowers decision
making, improves
efficiency and
solves customers’
pain points
Kingpin Communications – CakeHR
customer
Samantha Maskell, Finance Manager at Kingpin:
“Before adopting CakeHR, we were living in the
dinosaur age and still used Excel, which was difficult
to control and manage. It also meant managers were
spending time on inefficient HR processes, and not on
client or team management. Managing the time and
the team through CakeHR has resulted in more time
available for both managers and staff.”
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Our strategy continued

Innovation
Innovation at Sage means solving customer problems by integrating emerging technology
and accelerating the availability and adoption of Sage Business Cloud solutions.
Our vision for Sage Business Cloud is a digital environment
for finance and operations, composed of platforms,
applications and services where it is easy to connect,
collaborate and do business.
The environment creates a seamless digital experience for
customers across our products and platforms, enables a
digital network of connections between individuals and
organisations, adds new capabilities and experiences,
and creates an end-to-end digital journey with Sage.

Innovation for smaller businesses
In FY20, we developed and acquired solutions to create a
differentiated end-to-end proposition for businesses that
spans accounting, automation, payroll and HR. This allows
customers to scale from an entry-level accounting package
to a full suite of integrated back-office software that enables
them to manage their finances, operations and people.
Highlights include:
• We launched Sage Accounting Plus in the UK in May,
attracting new customers both directly and through
accountant referrals;
• We integrated AutoEntry, our data automation solution,
with key products including Sage 50 and Sage
Accounting; and
• We acquired CakeHR, an HR management solution
which enables small businesses to manage workforces
with tools such as reporting, org charts, payslips and
absence requests.

Innovation through the Covid-19 pandemic
We worked directly with governments to find new and
better ways to support small and medium businesses.
In the UK, we developed a special software module to
support customers when they applied for government
funds, automating key parts of the process, and improving
customers’ productivity and efficiency.
For our customers and all businesses, new technologies
like Artificial Intelligence are driving digital transformation,
particularly in light of Covid-19. In order to transform
Sage’s products through AI and Machine Learning, we have
created Sage AI Labs, a focused AI/ML development team.
Key projects include Sage Intelligent Time, a time tracking
tool that uses AI to learn from an employee’s calendar and
working patterns, and an outlier detection tool designed to
spot accounting mistakes and irregularities.

How we measure progress
• Sage Business Cloud penetration
• Availability of cloud native solutions
• Consumption of cloud services

61%

FY19: 51%

Sage Business Cloud penetration

Innovation for medium sized businesses
We are focused on rolling out our cloud native solutions
to more geographies, as well as enhancing overall
functionality. Highlights in FY20 include:
• We progressed the internationalisation of Sage Intacct,
launching in South Africa in August, and making strong
progress in the UK;
• We launched Sage Intacct Construction in the US
to meet the unique needs of construction and real
estate companies;
• We developed new technology platforms that enable
existing Sage desktop or cloud connected customers
to migrate to a cloud native solution.

Annual Report and Accounts 2020 | The Sage Group plc.

27

Understanding and supporting our stakeholders

Sage’s broader corporate responsibilities to the public interest –
Doing the right thing
The Board – individually and collectively – is conscious that
Sage has broader corporate responsibilities, including legal,
financial, social and environmental responsibilities to the
public interest. The Directors have therefore sought to
discharge their duties in a way that they believe would
fulfil these obligations at the same time as promoting
the success of the Company for the benefit of its
members as a whole.

At the heart of this are our customers. Our purpose is
to transform the way people think and work so that their
organisations can thrive. We have a responsibility to our
customers that goes beyond the technology we develop,
helping them to become more productive and agile. Our
customers are primarily small and medium businesses, who
have a significant role in sustaining a strong economy for
the benefit of society as a whole.

In pursuing Sage’s strategic, operational and financial
objectives, we are driven by our commitment to strive to
always act in a lawful and ethical manner, to do the right
thing for Sage’s stakeholders, and to act in the best
interests of society.

Whilst customer focus is at the heart of our purpose, we
believe that our commitment to act in the public interest –
to be a responsible and active member of our communities
– is also evidenced more broadly by the approach we take
to supporting all of our key stakeholders. The following table
summarises some of the core actions we have taken and
drivers that we follow. Further information can be found
elsewhere in our Annual Report, as indicated by the page
numbers set out below.

Examples of how Sage has sought to satisfy these broader corporate responsibilities include:

Our customers
See more on pages 36 to 38

Our people
See more on pages 30 to 35

We serve millions of small and medium customers across the world,
helping SMEs and entrepreneurs to thrive so that they can play their
significant role in sustaining a strong economy and healthy society
Striving to foster and promote an environment which embraces colleague
experience and create the conditions for equality and inclusion, diversity
and wellbeing – notably through Sage Belong
Focusing on colleague experience and engagement, with “Colleague
Success” being one of our three core strategic lenses. Listening to and
addressing colleague sentiment, which has been particularly important
this year during the Covid-19 pandemic
Having a continued focus on striving to always act in a lawful and ethical
manner, including through initiatives such as our refreshed Code of
Conduct and renewed Anti-Bribery and Corruption eLearning, and the
further embedding of Sage’s Values and Behaviours

Sage Foundation
See more on pages 40 to 45

The environment
See more on pages 46 to 51
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Giving back to, and supporting, our communities through voluntary work
and fundraising

Committed to managing our use of resources and proactively managing
our environmental impact, through ongoing ESG initiatives and our new
Environmental Strategy
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You can also read more about the policies and commitments that underpin these
broader corporate responsibilities in the following parts of this Annual Report:

Non-financial information statement
Ethics & Governance
Human rights
Code of Conduct

pg 39
pg 39

Suppliers
Anti-bribery & corruption
Tax strategy

pg 39
pg 39
pg 39

Environment

Social

Environmental policy

pg 46

Community engagement

pg 44

Direct and indirect GHG emissions

pg 49

Gender diversity

pg 31

People
Colleague experience and engagement
Diversity and Inclusion

pg 33
pg 34

Section 172(1) Statement
The Companies Act 2006 and the UK Corporate Governance Code 2018 require the Annual Report to provide
information on how the Directors of Sage have performed their duties under section 172 of the Companies Act 2006.

Section 172(1) (a) to (f)
A director of a company must act in the way they consider, in good faith, would be most likely to promote the success
of the company for the benefit of its members as a whole, and in doing so have regard (amongst other matters) to:
Key

a. the likely consequences of any decision in the long term;
b. the interests of the company’s employees;
c. the need to foster the company’s business relationships with suppliers, customers and others;
d. the impact of the company’s operations on the community and the environment;
e. the desirability of the company maintaining a reputation for high standards of business conduct; and
f. the need to act fairly as between members of the company.
As described earlier in this Strategic Report, the Board
has discussed and approved the vision, purpose and
strategy of Sage to create a long-term sustainable
future. In so doing, the Board collectively has had regard
to each of the limbs of section 172(1) set out above in its
actions, behaviours and decisions.

The Board recognises that Sage has a wide range
of stakeholders that it needs to have regard to
when fulfilling its duties. Stakeholder engagement
and considering our stakeholders in principal
decisions is central in our journey to becoming
a great SaaS company.

Although section 172(1) imposes duties on Directors,
we think it is fundamental that Sage’s wider leadership
also understand the Board’s responsibilities – which can
sometimes also become their own. Indeed, as is typical
for a large listed company, the Directors of Sage fulfil
their duties partly through a governance framework that
delegates day-to-day decision making to management.
The Board is cognisant that such delegation needs to be
part of a robust governance structure, which it oversees,
and which encompasses the principles of section 172(1)
so that they ultimately become embedded within the
business and everything we do as a company.

We have integrated our reporting on how the Directors
have considered each limb of section 172(1), engaged
with Sage’s key stakeholders, and how such stakeholders
have influenced the Board’s decisions, throughout
this report. Each limb of section 172(1) is illustrated by
an icon, as referenced above. You will see these icons
applied throughout the report, such as on pages 31,
38, 44, 51, 53 and 59, and in our Corporate Governance
Report on pages 78 to 112. The icons highlight examples
of the Board’s commitment to matters pertaining to
section 172(1) when making its decisions.
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Our people

purpose
United by our

“Sage’s Colleague Success vision is
founded on the belief that colleagues
do their very best work when they are
passionate about their role; inspired by
their leaders; connected to a common
vision and purpose; recognised for their
contribution; and they feel like they belong.

Building on this central belief,
Sage is creating a compelling culture
and environment that people want
to join and where colleagues can
thrive, grow and find it hard to leave.
Our colleagues are empowered to be
curious, explore and experiment. They
have the opportunity to continuously
learn and work in an environment that
is inclusive and invigorating.
Sage has an insatiable appetite for talent
– both internally developed and externally
hired. The success of our colleagues
is supported by a strong leadership,
underpinned by an effective operating
model, and a unique culture with well
understood Values and Behaviours.”
Amanda Cusdin, Chief People Officer
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In FY20, Sage has put people at the heart of its business,
demonstrating our genuine care for customers and
colleagues alike, particularly in how we have managed our
response to Covid-19. With Colleague Success as one of
three key strategic areas of focus, we want to ensure we
have talented colleagues within Sage who can deliver our
strategic goals in an environment which enables everyone
to reach their full potential and bring their whole selves to
work. At Sage we have high expectations of our colleagues
and in return, as we push towards Sage’s 40th year, we
continue to invest, build, and develop talented people
to serve our customers.

Leadership development and
talent management
The Executive Committee consists of 11 members
with the gender balance currently at 36% female,
and representation from three generations ensuring a
vibrant cognitive diversity. In FY20, we have continued to
strengthen Sage’s Executive Committee with three new
appointments. Lee Perkins was made Chief Operating
Officer, bringing together Go-to-Market, Product,
Segments, Partners, IT and Property & Procurement.
This strategic alignment provides greater synergies,
reinforces Sage’s operating model and will enhance
Sage’s ability to focus and drive execution. Chief Strategy
Officer, Keith Robinson, previously an advisor to the
Executive Committee, was appointed into the Executive
Committee to drive the focus on the overall strategic
direction of the Group and identify ways to accelerate
Sage’s vision of becoming a great SaaS company.

In September we also appointed a new Chief Marketing
Officer, Cath Keers, who brings significant digital,
customer-centric and brand experience, and strengthens
Sage’s Executive Committee’s expertise and diversity of
thought. Cath will lead a best-in-class Marketing Function,
driving consistency, alignment and developing marketing
talent across the Sage markets to further improve
customer experience.
Our commitment to developing our senior leaders saw
the completion of the Executive Team Development
Programme in January 2020 in partnership with the
London Business School. This has helped build the
individual and collective capability of our 40 most senior
leaders at Sage as we focus on becoming a great SaaS
company. We will continue this in FY21, with targeted
development for our VPs and Directors launched in
September 2020. And to help accelerate a strong pipeline
of diverse talent we also launched an Executive Committee
Sponsorship Programme with each Executive Committee
leader sponsoring up to three high potential individuals.
We are confident that we have a strong pool of talent at
Sage, evidenced by our Board Associate applications (our
colleague representation on the Board) and by the number
of colleagues we have identified as succession potential
for the Executive Committee in our talent review processes,
with 32 unique potential successors identified within a
five-year timeline and an average of three successors
per role.

Board gender balance Executive Committee Executive Committee Senior leadership
gender balance
and their direct
gender balance2
reports gender
balance1

67%
6

33%
3

64%
7

36%
4

63%
36

37%
21

67%
127

33%
62

Notes:
Female
Male

1. Executive Committee and their direct reports includes Executive
Directors, other Executive Committee members, Company Secretary
and their direct reports comprising individuals whom they have direct
line management responsibility for, excluding administrative and
support roles (for example personal assistants).
2. Senior leadership refers to c.190 leaders in Sage including Executive
Committee and Executive Team members.
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Our people continued

Sage’s Values and Behaviours
Strategy
Customer Success

Innovation

We do the right thing

Values

Anchor
behaviours

Colleague Success

Start with our customer

Together we succeed

Innovate to win

Insight: Walk in our customers’
shoes to gain data and insights
that drive decisions

Care: Value, respect, back
each other and support our
local communities

Seek diversity: Be open
and curious to learn from
anyone, anywhere

Focused pace: Focus on
customer and partner priorities
and move at speed

Accountability: Do what we
say we will do and be our
best every day

Transparency: Debate and
explore openly and directly

Adaptation: lterate and learn to
meet changing customer needs

Collective responsibility:
Connect and solve
problems together

Courage: Show a competitive
mindset by taking calculated
risks, testing, trialling,
and learning to move forward

Building SaaS capability

Culture and values

We have completed a comprehensive review of the
capability and compensation strategy across the business
in FY20 to ensure that Sage is ready to transition into a great
SaaS company. This will inform our people strategy over the
next three years, ensuring we develop a long-term approach
that enhances our Employee Value Proposition, colleague
experience and competitiveness, and ensuring we have
highly capable, culturally aligned and motivated individuals
and teams.

In FY20 we made significant progress on our culture journey,
shaped by ensuring we engaged with all stakeholders. Using
the feedback from our ‘Big Conversation’ held in FY19, we
have built on this with colleague pulse surveys; dozens of
conversations with leaders across the organisation; and
insights from the Executive Committee and Board. We
were then able to commence FY20 with the launch of
Sage’s refreshed Values and Behaviours.

This year Sage has also undergone a refresh of its
learning programmes for all levels of colleagues. With
the impact of Covid-19, Sage moved its Leading@Sage
and Growing@Sage classroom learning online and
adopted a new learning methodology with the Live it.
Learn it. programme. This is an agile approach that
encourages colleagues to experiment, reflect, learn, adapt,
and apply learning on a continuous basis and in a more
progressive way than traditional classroom and online
learning offers. To support this further we also introduced
LiLi, an AI based experimental learning solution providing
access to bite-sized high-level learning in the moment of
need, making it easily accessible and at the heart of how
we develop great talent.
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Since then the focus has been on embedding these into
our policies and practices, how we operate and govern,
and into our leadership and learning programmes so they
become part of our DNA. Our refreshed culture has been
evidenced in the new Employee Value Proposition, and
the level of cohesion of our Executive Team, as well as
across our segments, geographies and functional teams.
Furthermore, significant headway can be seen in the ratings
and comments Sage has received on Glassdoor along with
overwhelming positive comments on Sage’s response to
Covid-19. All are clear indications that our refreshed culture
is championing our success.
In FY21 we will continue to roll out our culture blueprint,
ensuring that our operating model and organisational
changes are managed in a way which reflects and reinforces
our Values and Behaviours. This enables us to continue to
embed them in the organisation, ensuring that colleagues
and leaders are fully aligned behind the transition to a great
SaaS company, and most importantly, always doing the right
thing for our colleagues, customers and stakeholders.

Colleague experience and engagement
Our ‘Colleague Success’ strategic lens has led to
significant improvement in colleague experience and
engagement at Sage in FY20. We have invested in our
operational engagement, creating an inclusive culture
which supports our colleagues to achieve their full
potential by listening to and addressing their feedback.
Our colleague listening strategy is built upon the
idea that we listen to them as frequently as we can to
understand the moments that matter, and work with
them to create a better working experience. We want all
our colleagues to be able to share their feedback openly
so that we can understand what is most important and how
we can improve. To do this effectively we launched a weekly
Always Listening survey as part of our response to Covid-19
and redesigned our bi-annual Your Voice pulse survey.
We then introduced onboarding and exit surveys as part
of this listening strategy with touch points across the
colleague lifecycle.
The biannual pulse surveys are used to monitor our levels
of engagement. This has improved dramatically, with an
increase in employee NPS of 38 points since FY19 and our
new measure – employee satisfaction – is 81 out of 100. In
response to feedback from our pulse surveys in FY19, we
focused on ensuring colleague recognition – both peer to
peer and leaders – is encouraged across the organisation.
We introduced Sage Hi-Five, a virtual way to recognise
and celebrate success simply and socially. Colleagues
and leaders have sent over 12,000 recognition messages
using the platform to celebrate great work. Peer to peer
feedback is driving even greater levels of engagement
and performance which we know is critical to our success.
Sage is proud to hear from our colleagues that we are
getting many things right for them and we see these
improvements reflected across many of our core people
metrics such as Glassdoor, which has increased from 3.5
to 4.4 in FY20 with 87% recommendation of Sage to friends,
96% approval of our CEO and Steve winning best UK CEO
during Covid-19. We measure our voluntary attrition to
ensure we are retaining talent and this has decreased
significantly from 12.3% in FY19 to 11% pre Covid-19 and
currently 7.2%, while internal fill rate has increased 11%
since FY19 to 37% as we provide more opportunities for
internal career progression to retain our talent.
We will build on this in FY21 and continue our focus
and investment on Colleague Success. This will include
delivering programmes which create an outstanding
colleague experience during the most important points
in an individual’s career with Sage. We will continue to be
ruthless in ensuring our colleagues have only the best tools
and processes to deliver great services for our customers.
And as a result of our new capability and compensation
strategy we will attract and retain the talent we need to
realise our transformation into a great SaaS company.

Always Listening – Covid-19
Our Always Listening surveys have been an
important part of putting our people at the heart
of our business this year, particularly in response
to Covid-19. We asked colleagues to participate
in weekly surveys (based on three questions)
to understand how they were feeling and what
we could do better to support them.
Executives regularly engage with all stakeholder
groups, and have increased the level of communications
with colleagues through channels such as our intranet
‘Your Sage’, direct colleague emails on a weekly basis
and ‘Sage TV live’, our bi-weekly broadcast with Executive
Committee and Regional Managing Directors. These
channels provide colleagues with direct access to
our leaders. They give colleagues the opportunity to
provide regular feedback and have their questions
answered directly so they feel involved.
Always Listening surveys commenced from March to
support our response to Covid-19. Over an eight-week
period more than 3,000 colleagues took part in the
survey, leaving over 6,000 comments. Colleague
sentiment was very positive with a score of 93 out
of 100 when asked if they were satisfied with our
response to Covid-19. From the weekly surveys we
were able to quickly provide interventions in response
to colleagues’ feedback and offer more support as
they needed it. This included access for all colleagues
to the mindfulness training app Headspace; dedicated
intranet hubs of information with Covid-19 updates,
leadership and colleague blogs; virtual coffee
meetings; quizzes; and networking groups.

93/100

I am satisfied with Sage’s response to coronavirus

91/100

I have the resources I need right now to do my job

91/100

I know what I should be focusing on right now

What could Sage do to support you right now?
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Our people continued

Diversity and Inclusion
In November 2019 we embarked on a global diversity and
inclusion strategy called Sage Belong. The strategy focuses
on gender equality, wellbeing and removing barriers to
an inclusive working environment for colleagues with
disabilities, those from the LGBTQ+ community and
fostering respect and understanding of all racial
identities and ethnic minorities.
Recent events in relation to both Covid-19 and the Black
Lives Matter movement have accelerated our drive to
support colleagues and understand where we need to do
more. In response to Black Lives Matter, plans are now in
place for new networks that support our Black Indigenous
People of Colour, and BAME (Black, Asian and Minority
Ethnic) colleagues. Across all our work we are also looking
to embed the importance of education for all colleagues,
with new outreach and learning hubs being rolled out to
improve colleague and leadership inclusiveness, awareness
and understanding, along with a robust strategy to
understand our diversity data across Sage.
We remain focused on creating a truly inclusive organisation
where every colleague – especially those from traditionally
underrepresented groups – can reach their full potential,
feel valued and rewarded, and know the role they play in
helping us achieve our vision. We know that we can – and
will – always do more. We know that change will not happen
overnight; diversity and inclusion is an ongoing journey
involving all of us. This will be strengthened in FY21 when
we appoint a VP of Diversity & Inclusion to drive forward
the change needed for the next stage in our journey.
Sage’s commitment to diversity and inclusion is
further accelerated through our D&I Council, chaired
by the Chief Executive Officer and Chief People Officer.
This has connected the business with our diversity
and inclusion strategy at a senior level, ensuring tight
alignment of priorities between engagement and diversity
and inclusion with our overall business strategy. The group,
consisting of colleagues from differing levels and regions
across the organisation, helps monitor our global progress
against goals and targets set as part of the diversity and
inclusion strategy.
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Year-end colleague count
split by region
10%
26%

5%
12%

Africa & Middle East
Asia & Australia
Central Europe
North America
Northern Europe
Southern Europe

22%

25%

Total workforce gender diversity
1%
118

44%
5,158

Male
Female
Undisclosed

55%
6,371

Race and ethnicity

Colleague Success Network growth

At Sage we are clear, racism has no place in society, or
anywhere in our business. Even with that unwavering
clarity, we know we are not where we need to be and
we are committed to building on the work we are already
doing to ensure a safe and inclusive environment for
all Sage colleagues, customers and partners. For Sage,
that starts by listening to our Black and People of Colour
colleagues; understanding their experiences, reflecting on
what needs to change, and – without hesitation – acting
on it.

Our Colleague Success Networks (CSN) aim to create
a safe environment for colleagues to come together
to provide support and education to one another and
provide vital feedback into the business to advance
change. We have already introduced Family@Sage,
Pride@Sage (LGBTQ+ focused), Belong@Sage
(supporting across all Diversity & Inclusion) globally
and BUILD (Blacks United in Leadership Development),
with plans for Vets@Sage (veterans focused) and CSNs
focused on disability and gender in FY21.

In response to rising public protest and discussion
we ran powerful listening sessions in North America –
attended by over 700 colleagues. We made space for
open, reflective, and honest communications from our
leaders, gave a platform to our Black colleagues to tell their
personal stories and marked Juneteenth in North America
with a half day of leave.

More inclusive Colleague Success Awards

Our colleagues trusted us to facilitate these difficult
conversations and we will now be using every candid
and honest learning point plus the insight colleagues
have shared with us to drive deep, sustainable change.
This includes more listening sessions in other countries
where Sage Foundation will be offering community support
volunteering days focused on Racial Equity – and a new
Colleague Success Network, called ‘BUILD’. This stands for
Blacks United in Leadership Development.

Building on the D&I Awards of the last two years, and part
of our ongoing journey to evolve recognition at Sage, we
reflected on colleague feedback to deliver improved and
more inclusive awards in FY20. The new Sage Colleague
Success Awards featured four new award categories
aligned to our Sage values, whilst two further awards
retain a specific focus on inclusive topics. With over 6,700
nominations received for over 2,200 individuals, colleagues
from across all levels and areas of the business have had
the chance to win at both a regional and global level.

An inclusive Covid-19 response
Throughout the Covid-19 pandemic we prioritised the
health and wellbeing of our colleagues. We began by
launching free access to the Headspace app to provide all
our colleagues with tools and resources to support living
a mindful life. We also introduced our Sage Belong Speaker
Series which includes short videos of colleagues and
external experts sharing advice and best practice on
how people can stay mentally healthy and aligned to our
inclusion strategy. This was complemented in the UKI by
the growth of our Healthy Mind Coach provision – a team of
volunteers who have received external training from Mental
Health First Aid England, who provide support to colleagues
through non-judgemental listening and signposting to
internal or external support. During our Covid-19 response,
we expanded the programme into Spain.
For more information on Sage’s response to Covid-19,
please see pages 106 to 107.

Sage Belong strategy
Sage acknowledges our responsibility to support our
colleagues with visible and invisible disabilities and we
do so by creating a culture of inclusion which is reflected
in our Sage Belong strategy, and alignment with our
Diversity & Inclusion and Wellbeing policies.
In a recently commissioned Sage UK review conducted
over three days onsite in 2019 by the Employers Network for
Equality and Inclusion (ENEI), findings confirmed that Sage
was conformant with the UK Equality Act 2010 for disability.
Key functions are aware of Sage’s obligations, additional
employee assistance programmes and networks are
available for colleagues who experience visible and invisible
impairments in the short and longer term and a workplace/
interview adjustments process is available to all candidates
and colleagues.
As part of the global Sage Belong strategy and Sage’s
commitment to the Valuable 500 movement, a Colleague
Success Network is in development, with members keen
to provide peer to peer support and review key aspects of
the colleague lifecycle for disability inclusion improvement
opportunities. Colleague-led healthy mind coach networks
are also scaling globally to provide mental health awareness
and support. Where findings from the review have highlighted
opportunities, action is now underway. Sage is engaged in a
project with Microlink to review the full workplace adjustment
lifecycle and our Sage Belong team are supporting both IT
and Communications teams in their next steps to increase
accessibility of systems and content.
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Our customers

Supporting our customers as they

navigate
challenging times

In a year that has seen small and medium businesses around the
world face incredibly challenging times, Sage has been right by
their side helping them to sustain their businesses and navigate
what comes next.
This year we committed to stand in solidarity with small and
medium businesses, with technology that gives them confidence,
drives productivity and builds business resilience. We focused
on three customer priorities: surfacing insight that highlights
customer challenges; running virtual customer events to help
businesses access practical advice to address those challenges;
and using our influence and reach to champion small and medium
businesses and their needs as they grappled with the implications
of a global pandemic.
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Supporting and championing our customers
through the Covid-19 pandemic
When the pandemic hit, we rallied our business to safely help our customers during this time of need.
In addition to prioritising the health and wellbeing of our colleagues, we took steps to ensure our customer services teams
were able to support our customers remotely. We moved every single Sage colleague, including approximately 5,000
Customer Success colleagues across all of our operating regions, to work from home with minimal customer disruption.
We created Coronavirus Hubs on our regional websites to give customers access to the latest Covid-19 government updates,
guidance on how to access government funding schemes, advice on how to support employees and other resources to help
them face this extremely challenging environment. We took specific steps in many regions to help provide additional support
through our products, services and support teams.

In the UK

In North America

We worked closely with HMRC to build a module for our
payroll products that helped customers process the Job
Retention Scheme (JRS) payments, and access grants for
furloughed employees. Following the opening of the HMRC
portal, Sage’s solution was developed remotely and at pace.
We saw significant customer uptake of the module, had
record attendance on our advice-based webinars, and
fielded thousands of calls into our customer services
department providing guidance on how to access
government support. We also built an online portal that
helped customers understand more about the grants and
loans available to them.

A similar programme of weekly polling took place, again to
surface customer sentiment and understand how we could
specifically help our customers in the region. We launched
a Covid-19 telephone outreach programme to non-profit
customers to understand how we could help them navigate
the pandemic. Customers that provided feedback on
the outreach appreciated our help in enabling them to
go remote.

To ensure that we were responding to customers’ needs,
from the first week of lockdown we ran ongoing customer
listening and polling. We used the insights to inform
conversations with customers, government and business
support bodies. Our polling of an additional 2,000 SMEs at
the end of June culminated in The Survival, Resilience and
Growth Report. The report gave firm recommendations
on how the UK Government could further support small and
medium businesses through the pandemic, and help build
resilience. In total, Sage’s polling saw 90 pieces of media
coverage, and was cited in the launch of the Department for
International Trade’s new trade strategy for the tech sector,
sending a clear message to UK SMEs that we were listening
to their concerns and championing their needs.
To further amplify our customers’ needs, we invited
customers and business experts from the CBI and Be the
Business, an organisation that is leading the UK productivity
movement, to a virtual roundtable to discuss the report’s
findings. Tony Danker, Chief Executive, Be the Business,
concluded: “For me, the most important takeaway from
this report is that while UK SMEs are optimistic for the
future, this is a precarious recovery. Most say they will be
making a profit by the end of the year. However, there is a
caveat to this optimistic outlook, and this is where I believe
policy makers and business support networks must focus
their attention.”

In Iberia
We put aside €1m to provide online training and webinars
for customers. We also provided companies with business
management courses. In Portugal, we created a dedicated
team to help answer customer questions around the legal
and people implications of measures established by the
Portuguese Government.

In France
We shared advice on how businesses could continue to
manage everything from finances to HR and supply chains.
We championed our customers in the media, offering advice
and thought leadership on the issues that matter to them.

In Germany
We helped customers employing short-term workers,
and developed a VAT assistant tool to help customers
understand the overall impact of VAT changes on
their businesses.

Globally
As lockdown restrictions eased around the world, Sage took
the opportunity to encourage its colleagues to safely spend
within their communities and shop with small and medium
businesses with a global #YourLocal social media campaign.
Sage’s Executive Team led by example, with many posting
short clips on their social media channels championing their
favourite local businesses, to help bolster local economies.

Lastly, we sought to provide further opportunities for
our customers to put their questions directly to experts –
we set up webinars and Q&A sessions with HMRC, the
Federation of Small Businesses (FSB) and the Minister
for Small Business Paul Scully MP, with more than 150
businesses attending.
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Our customers continued

Trade

Practice of Now

Given the volatility surrounding global trade negotiations
in FY20, Sage continued to raise awareness of the
importance of helping small and medium businesses to
export. For this, we held several events around the world
including in Malaysia and the UK, inviting key government
influencers, customers and media to take part and listen to
our customers’ voices. According to Sage’s research, many
small and medium businesses were bullish about trade
prospects, with half in the UK (49%) expecting that the
amount of trade carried out with customers and suppliers
would increase over the next year.

We serve many of our customers through accountants in
practice, and undertake an annual study, the ‘Practice of
Now’, to give accounting professionals from across the
globe the opportunity to share their view of the industry.
The people that live, breathe and shape this profession
every day painted a picture of an occupation on the brink
of positive disruption in 2020’s report.

In addition, Sage was a participant in London Tech
Week. We hosted a virtual event with the Department
of International Trade in September, helping businesses
understand how to expand internationally and tap into
overseas markets – a notoriously complex but critical way
for businesses to achieve growth and safeguard themselves
for the future. The 60-minute virtual roundtable offered a
small group of ambitious UK tech businesses insight into
how to boost growth internationally. Speakers included
Sage’s CEO Steve Hare, Graham Stuart MP, Minister
for Exports, Department for International Trade and
Irene Graham, CEO, Scaleup Institute. Over 23 people
attended including individuals from tech companies and
industry partners.

In total, 82% of accountants say clients are demanding more
business advice and consultancy services, while 87% agree
they expect more flexibility and better service without an
increase in rates. Concurrently, 83% of accountants said the
ongoing effects of technology and digitalisation have forced
them to invest more and faster to keep up with the market.
However, the report also shows a robust and tech-enabled
accountancy profession, well-placed to help their clients
navigate the economic uncertainty of Covid-19. The majority
are confident they can provide business management and
advisory services (79%), industry-specific advice (75%), and
technology implementations beyond accounting and
finance products (73%).
Sage has issued the ‘Practice of Now’ report in several
international regions to support both traditional and
visionary practices alike, to keep pace and support their
ever-changing client demands.

Sage Session UK

Data study

In July, we held our inaugural virtual event for
customers in the UK and Ireland. Sage Session UK
2020 was an industry-leading event where Sage leaders,
customers, and successful business experts took the
virtual stage to share their unique stories and perspectives
to inspire attendees to get back to business.

Over FY20, Sage embarked on a study to understand how
its customers feel about the use of data to improve their
experience with B2B technology providers. Our research
showed that small and medium businesses already have a
strong understanding of the importance of data. However,
almost 80% believe they could further improve the way they
use and analyse it, uncovering a significant ‘data
productivity gap’.

Attendees heard from Sage’s Chief Technology Officer
Aaron Harris on our technology vision, and UKI MD Sabby
Gill, as well as Sage customer and business owner, Tamara
Lohan, Founder and CEO of Mr & Mrs Smith, who gave
insight into how she has grown her business, and responded
to the Covid-19 pandemic. As part of the event, we worked
in partnership with Be the Business, to deliver practical
insights and tips for attendees on how technology could
help their business.
In total, 24 unique breakout sessions provided practical
guidance to over 1,400 attendees and viewers, helping
them to rebuild their business and plan for future success.
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The primary barriers to adoption of optimal data use by
businesses include a lack of awareness, confidence and
trust in sharing data with B2B providers, and a lack of
adequate resource to manage a complex and evolving
environment. As a business that is proud to serve millions
of SMEs, we take the responsibility of listening to our
customers and working closely with governments very
seriously – especially when it comes to progressing
conversations around sensitive subjects like data use.
And, as we all navigate the next phase of recovery and
growth, cultivating an environment of trust and confidence
is the only way we will unleash the true potential of data for
the world’s SMEs.

Ethics and 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. We take a zero tolerance approach to
slavery and human trafficking and are strongly committed to
ensuring that all Sage colleagues, as well as the people who work
on our behalf, are protected. Our full expectations are included in
our Partner and Supplier Codes of Conduct and Modern Slavery
Act Statement, which are available on our website at sage.com.
We conduct appropriate due diligence on our partners, and all of
our partners and suppliers are obliged to adhere to the principles
set out in the Codes, including on human rights.

Anti-bribery & corruption
Sage has an 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 and Risk Committee, which reviews each case and its
outcomes. None of our investigations during FY20 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 2020 we
monitored and reported on the completion of our mandatory Code
of Conduct training for all colleagues. You can read more about
our compliance and assurance activities over the principal risks
associated with ethical business conduct from page 65 onwards.

Tax strategy
We publish our tax strategy on our website and are committed
to managing our tax affairs responsibly and in compliance with
relevant legislation. Our tax strategy is aligned to our Code of
Conduct and Sage’s Values and Behaviours and is owned and
approved by the Board.
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Sage Foundation

Bringing colleagues together for

good

Setting a clear strategy
to do more good
Sage Foundation has always championed ‘action
philanthropy’, maximising the power of our 12,000
people to support our local communities using five
paid volunteer days each year. Record colleague
participation in FY20 alongside anecdotal feedback
demonstrated that volunteering is a priority for
colleagues during the Covid-19 pandemic. Supporting
the Company’s strategic lens of Colleague Success, a
recent pulse survey of 1,300 colleagues demonstrated
that the work colleagues do through Sage Foundation
is meaningful (NPS of +87) and that volunteering is the
most important contribution Sage Foundation makes
to local communities (NPS of +85).
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“ Sage Foundation
volunteering is always a
positive experience, it bonds
you as a team knowing that
you are helping someone
and making a difference
to someone’s life.”
Sage colleague comment,
pulse survey July 2020

Likewise, as Sage hit a Glassdoor
score of 4.4 during FY20, comments
on Glassdoor showed that Sage
Foundation contributes to a
positive colleague experience.

FY20: Inspiring colleague volunteering
in unprecedented times

24,300

£3.5 million

$660,331

201

888

15%

The total number of working days
Sage colleagues spent volunteering
in FY20.

The number of grants awarded
to not-for-profits in FY20.

The value of colleague volunteer time
invested in our local communities.

The number of non-profits
that benefitted from a Sage Business
Cloud product discount in FY20.

The total funds raised for the
‘$2 million by 2022’
fundraising challenge.

Increase in colleagues
engaging with Sage Foundation
volunteering post Covid-19.
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Sage Foundation continued

Five years of making a difference
Sage Foundation was
established in 2015.
We look forward to
celebrating the fifth
anniversary of
Sage Foundation
in the coming year.
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110,000

600

The total number of working days Sage
colleagues and partners spent volunteering.

The number of grants
awarded to not-for-profits.

2,000

£14 million

The number of non-profits that benefitted
from a Sage Business Cloud product discount.
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The value of colleague volunteer time
invested in our local communities.

Sage Foundation turns five
As we headed towards celebrating five years of Sage
Foundation making a difference in local communities,
our focus for FY20 was to set a clear framework for our
signature programmes – to support youth, women, and
military veterans – and enable our partner network to
further our impact by joining Sage Foundation activity.
Launched at Sage Partner Summit in March, Sage Foundation
Partner Programme invites Sage partners to join our
volunteering and fundraising activity. Partners are asked to
sign the Sage Foundation Charter for Change, representing
their commitment to encourage fundraising and volunteering
activities within their organisation, and to work together
with Sage Foundation to deliver a global programme of
change. Leveraging our own action philanthropy experience,
we also help them build on their own corporate philanthropy.
A highlight signature programme, The Growth Project –
an innovative development programme – brings
together charity and business leaders including Sage
in an environment of shared learning. Throughout the
ten-month course, participants share knowledge and
experiences, develop their leadership skills and learn how
to grow their organisation. After three years of success in
Australia working with The Growth Project, we have now
launched our own programme, Sage Foundation Grow.
In addition to working with our charity partners to
manage our signature programmes, we continued to offer
discounted software to eligible charities, social enterprises,
and non-profit organisations. Moving into FY21, we will
be complementing this with financial management tools,
training and an online community hub. Supporting the
Company’s strategic lens of Customer Success, this will
enable non-profit organisations to save time, reduce costs,
eliminate errors and achieve compliance.

“ Prophix is very proud to be a Sage
Foundation Partner; it’s another
great example of how well aligned
both organisations are. Just like
Sage, corporate social responsibility
is taken every bit as seriously as our
commercial targets as it fundamentally
brings huge business value too. The
sense of satisfaction you gain from
giving back has such a positive influence
on employee wellbeing, which in turn has
a positive influence on the quality of work
we do to support our customers, retaining
them for longer.”

“ The biggest success was bringing
together colleagues, regardless of
location, and enabling us to all feel
like we are a part of something bigger.
This applies to Sage Foundation’s
programmes, Sage as an organisation,
and humanity in general. The experience
has completely changed the way I feel
about volunteering and has reinforced
that there are truly no barriers to stop us
making a difference.”
Vicky Bell,

Australia, Professional Services Coordinator at Sage

Responding to the Covid-19 pandemic
The Covid-19 pandemic had a huge impact on charity
partners across the globe during FY20. Sage Foundation
adapted the strategy to re-direct grant funding and
re-assess our face-to-face volunteer policy. Within two
weeks of Covid-19 lockdown, we moved to remote and
virtual volunteer activations to safeguard our colleagues
and charity partners, and we will continue many of these
activities in the medium to long term.
Skills-based volunteering remains high on our agenda and
during a recent internal innovation and collaboration event,
the power of Sage colleagues’ skills was brought to life.
Colleagues’ coding, design, project management, financial
modelling and communication abilities were combined to
support non-profits and communities to recover from the
Covid-19 pandemic.
We also provided grants quickly to existing charity
partners that were working to support the most vulnerable
communities affected by Covid-19. Our grants offered
financial relief to existing charity partners, who needed our
support as they rebuilt their programmes within the first
month of the pandemic, and also gave support to charity
partners who changed their strategic priorities. In total,
we awarded 36 grants.

James Hanson,

VP Sage Global Partnership, Prophix (Sage Partner)
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Sage Foundation continued

Signature programmes to support our local communities
We continue to use our time, capability and investment to stimulate education, entrepreneurship and a work-ready mindset
through our three signature programmes – Sage Inspiring Youth, Sage Empowering Women and Sage Serving Heroes.
Sage Foundation’s strategic objectives are aligned to four of the 17 United Nations Sustainable Development Goals:
quality education; gender equality; decent work and economic growth; and industry, innovation and infrastructure.

Sage Serving Heroes

Sage Inspiring Youth

Continuing to support veterans to transition
into business

FutureMakers connecting young
people with AI

In partnership with charity partners Peter Jones Foundation
and X-Forces, Sage Foundation has funded a mentoring
programme since 2019, the Veteran Tycoon Enterprise
Programme, introducing entrepreneurship to veterans and
service leavers. Due to the Covid-19 pandemic, we have
re-booted the programme to be delivered online. This
started in September 2020 and will continue into the next
financial year.

Two years ago, we founded Sage FutureMakers to
inspire young people to engage in artificial intelligence
(AI) and understand how technology can solve environmental
and social challenges.
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The curriculum develops critical thinking, creativity, and
storytelling and inspires young people to use ethical AI to
develop creative solutions that will shape the future of work.
Throughout FY20 we delivered face-to-face programmes
to over 500 young people between the ages of 13 and 17 in
South Africa, US and Spain, and developed an online version
of Sage FutureMakers which was piloted successfully in
France during the Covid-19 pandemic lockdown. We will
be expanding the delivery of this online version with
programmes scheduled to run in France, the UK and
Canada in the coming months.

Rising up to the challenge
of raising $2 million by 2022
Sage Empowering Women

In March 2019, CEO Steve Hare announced the
$2 million by 2022 Challenge – in which he urged all
colleagues to use their five paid Sage Foundation days
to raise money for charities close to their hearts.
The challenge has been led by leaders with the Sage
Executive Team undertaking the 2.6 Challenge to raise
funds for UNICEF. In response to the postponement
of the London Marathon, which is 26 miles, leaders
took on a challenge in any form of exercise with 2.6
as a theme. Challenges included cycling 26 miles, 26
press-ups for 26 days and walking 260 miles in 26 days.
This year we reached $1m in July 2020 with Sage
colleagues and partners participating in a number of
fundraising activities globally to support the homeless,
those affected by the Australian bushfires and to
support charities providing aid during the Covid-19
pandemic such as the Red Cross.

Technology and tools
to support non-profit
organisations

rAInbow bringing hope as domestic violence rises
Funded by Sage Foundation, rAInbow is a chatbot
companion built on the Facebook Messenger platform.
It provides support for victims of domestic violence, their
friends and family. rAInbow offers a safe space for those at
risk of abusive relationships, as well as victims and survivors
of domestic violence. It gives women access to information
about their rights, support options and where they can find
help in friendly, simple language.
The initiative has demonstrated that early intervention
is key and helps women identify clear signs early on. The
Covid-19 lockdown has exacerbated a number of precursors
to domestic violence: stress, financial worries, access to
alcohol, and being physically locked indoors. The chatbot
companion has almost 18,000 users, that have had 843,000
conversations. It has become even more critical during
lockdown with an increase of 103% active users during
the first three weeks.

Sage Foundation empowers and transforms non-profit
organisations by providing them with the discounted
products, resources and expertise they need to
succeed. Harnessing Sage’s product portfolio, nonprofit organisations can have everything they need to
efficiently manage their accounts, payroll, operations
and people.
This year we have undertaken research to
understand the state of the sector in the UK. In FY21
we will launch other added-value components such
as training, financial management tools and resources,
and an online community through Sage City, so our
non-profit customers can improve their financial
literacy and have access to expert advice. These
changes support our goals of doing the right thing
for our customers and helping our local communities.

Anecdotal feedback from users has demonstrated that
rAInbow is giving vulnerable victims access to crucial
resources such as legal information; alcoholics support;
and anxiety and depression groups.
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Environment

Doing business the right way:
responsibly managing our

impact

Introducing our new
Environmental Strategy
on the path to Net Zero
We are committed to responsibly managing our use of
resources and the environmental impact of the solutions
we provide to our customers and our partners. Our new
Environmental Strategy sets out our ambitious plan
to be a leader in this area within three to five years,
including the implementation of a Net Zero strategy.
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Introducing our new
Environmental Strategy
At Sage, we recognise our
responsibility to the wider community
in which we operate, consistent with
our overarching value that we do
the right thing. Whilst local legal
standards apply as an absolute
minimum, we aim to achieve good
practice in our markets and share
this across the Group. We continue
to participate in the CDP (formerly
Carbon Disclosure Project), annually
disclosing to investors our approach
and efforts to manage climate-related
risks and our impact.

In line with our ambition to be a leader
in this area within three to five years,
the Board undertook a review of our
environmental approach in 2020.
This considered our successes to
date in managing our impact, as
well as understanding emerging
environmental trends that may
have an impact on our business,
our colleagues, our customers,
and our communities over time.
The Board review has resulted in the
adoption of our new Environmental
Strategy, which will be implemented
across the Group beginning in 2021.
It outlines our ambitious plan to
set clear, science-based targets
with a full roadmap, as part of our
implementation of a Net Zero strategy.

As part of our commitment to
responsibly managing our contribution
to long-term climate change and
as part of our new Environmental
Strategy, Sage is also committed to
implementing the recommendations
of the Task Force for Climate-related
Financial Disclosures (TCFD). This will
help to inform our stakeholders about
our climate-related financial risks and
how we manage these, in addition to
capitalising on opportunities to further
enhance the value we create for our
customers and our communities.
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Environment continued

Sage is committed to addressing the impact of climate change
At Sage, we recognise the important role we play in creating a more sustainable future for our colleagues, customers
and communities. This commitment is core to our central value of doing the right thing. We are proud of the progress
that we have made in recent years, as reflected in our improved CDP score. But we want to go further still, and so we now
have an ambitious strategy to be a leader in this area within three to five years. The first step is for us to develop a deeper
understanding of our environmental impact, which is already underway. We then intend to set clear, science-based targets
with a full roadmap, as part of our implementation of a Net Zero strategy. We recognise that to achieve our ambitions,
our colleagues, customers, partners, and suppliers will all be required to act, but we strongly believe that we can
succeed together.

Progress against TCFD recommendations
Sage recognises the risks posed by climate change and as part of its new Environmental Strategy, fully supports the TCFD
recommendations. As we implement our new strategy, we intend to bring our disclosures and reporting into line with the
TCFD recommendations. The TCFD recommendations are structured around four core areas of organisational operations:
governance, strategy, risk management, and metrics and targets. The table below shows our current progress against
the recommendations.

Disclosure
Governance
Describe the Board’s oversight of climate-related
risks and opportunities

Describe management’s role in assessing and
managing climate-related risks and opportunities
Strategy
Describe the climate-related risks and opportunities
the organisation has identified over the short,
medium, and long term

The Board assumes overall responsibility and
accountability for the management of climate-related
risks and opportunities. During the year, the Board
reviewed Sage’s environmental activities and progress
to date, and signed off on an ambitious Environmental
Strategy to become a leader in this area in the next
three to five years. The Board is supported in this area
by the Global Risk Committee
Climate-related issues are integrated into our core risk
management procedures

Our new Environmental Strategy will formalise our
identification of climate-related risks and opportunities,
including around the products and services we develop
to support our customers in responsibly achieving their
business objectives
Climate-related risks and opportunities are to be further
Describe the impact of climate-related risks and
integrated into our business plans as we implement our
opportunities on the organisation’s businesses,
new Environmental Strategy
strategy, and financial planning
Describe the resilience of the organisation’s strategy, As part of our new Environmental Strategy, we anticipate
implementing climate-related scenario analysis
taking into consideration different climate-related
scenarios, including a 2°C or lower scenario
Risks and opportunities
Sage considers climate-related risks through our
Describe the organisation’s integrated processes
integrated Group-wide risk management policy
for identifying and assessing & managing climateand framework
related risks
Metrics and targets
Absolute and intensity-based energy and GHG emission
Disclose the metrics used by the organisation to
metrics are disclosed in our Annual Report
assess climate-related risks and opportunities in
line with its strategy and risk management process
GHG emissions are disclosed in our Annual Report
Disclose Scope 1, Scope 2, and if appropriate,
Scope 3 greenhouse gas (GHG) emissions, and the
related risks
As part of our new Environmental Strategy, Sage
Describe the targets used by the organisation to
will set clear, science-based targets to support our
manage climate-related risks and opportunities
strategic ambitions
and performance against targets
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Disclosing our impact
This section includes our mandatory reporting of greenhouse gas emissions pursuant to The Companies Act 2006
(Strategic Report and Directors’ Report) Regulations 2013. In addition to this disclosure, we once again took part in the
Carbon Disclosure Project (CDP), reporting our approach to governance, risk management and stakeholder engagement
on climate-related issues. This external submission also includes our Scope 1, 2 and 3 emissions for the financial
year ending 30 September 2019. We improved our CDP score in 2019 from a B- to a B rating.

Global greenhouse gas emissions data for period 1 October 2019 - 30 September 2020
FY20 – tonnes FY19 – tonnes
CO2e
CO2e

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
Total emissions
Company’s chosen intensity measurement: Emissions reported above normalised to tonnes of CO2e
per total GBP £1,000,000 revenue

1,566
7,172
7,245
15,983

1,805
10,524
8,662
20,991

8.4

10.83

Scope 2 Market-based and location-based emissions
FY20 – tonnes FY19 – tonnes
CO2e
CO2e

7,172
6,077

Location-based
Market-based
Sage witnessed the effects of the Covid-19 pandemic extend
to the operation of our global office portfolio and our carbon
emissions performance in 2020. To ensure the health and
well-being of our colleagues, Sage took the decision to scale
back all but essential office-based activities and close our
global office portfolio, in line with regional regulations and
government guidance.
In parallel, Sage also saw a drop in our Group emissions,
related to business travel, particularly air travel, in favour
of digital communication platforms.

Reporting period
Our Mandatory Greenhouse Gas Report reporting period
is 1 October 2019 to 30 September 2020 and is aligned with
our financial reporting year.

Organisational boundary & responsibility
We report our emissions data using an operational control
approach to define our organisational boundary which
meets the definitional requirements of The Companies Act
2006 (Strategic Report and Directors’ Report) Regulations
2013 and the UK Streamlined Energy & Carbon Reporting
(SECR) regulations 2019 in respect of the energy consumption
and emissions for which we are responsible.

10,524
9,075

Sage reports on all material emission sources that we
are deemed to be responsible for within our operational
control approach. We collate data on energy in our
buildings, HVAC refrigerant leakage, water usage, as
well as business travel (such as air travel, hotel nights
and business car travel). We believe these encompass
the most material emissions to our business. While we do
not currently report on any emission sources beyond the
boundary of our operational control, as part of our new
Environmental Strategy, our ambition is to continually
review the appropriateness of our reporting boundary to
expand the monitoring and management of our significant
indirect emissions associated with our broader business
value chain.

Total CO2e by type
10%

45%

Business travel (air, vehicle,
taxi, hotel nights); water
Electricity, heat, steam and
cooling purchased for own use
Combustion of fuels and
operation of facility

45%
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Environment continued

Methodology
Our methodology underlying our disclosed emissions remains consistent with previous years and is based on the
“Environmental Reporting Guidelines: including mandatory greenhouse gas emissions reporting guidance” (March 2020)
issued by the Department for Business, Energy & Industrial Strategy (BEIS). This methodology is consistent with the World
Resources Institute’s Greenhouse Gas Protocol Corporate Accounting and Reporting Standard. We have also used BEIS 2020
conversion factors for the UK, combined with the most recent IEA international conversion factors (2017) 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/investors.

Regional breakdown of Sage greenhouse gas emissions
Region

Scope 1 emissions

Scope 2 emissions

Scope 3 emissions

Generated from the use of
Generated from the gas and oil
electricity in all buildings from
used in all buildings where the
which the Group operates1
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
International
UK2
North America
Northern Europe
Southern Europe
Unclassified3
Grand total

Business travel
(air, vehicle, hotel nights, UK rail);
Water

FY2020

FY2019

FY2020

FY2019

FY2020

FY2019

19
781
147
–
78
541
1,566

3
791
259
–
51
701
1,805

3,311
1,307
1,745
146
663
–
7,172

5,271
1,448
2,473
239
1,093
–
10,524

1,036
1,931
2,075
118
1,931
154
7,245

1,620
2,078
3,036
144
1,608
175
8,661

Notes:
1. Represents location-based greenhouse gas emissions from electricity consumption.
2. To further enhance our greenhouse gas emissions reporting in line with regulatory disclosure requirements, in 2020 the inventory data for the UK has
been reported as a separate line item. In the previous reporting period, the region’s inventory data was aggregated within the performance of Sage’s
Northern Europe region.
3. Data provided could not be classified by region.

Sum of CO2 (tonnes)

United Kingdom

North America

Northern and
Southern Europe

78

Scope 1 emissions are direct emissions from sources that Group owns or controls.
Scope 2 emissions are indirect emissions associated with our consumption of purchased electricity, heat, steam and cooling.
Scope 3 emissions occur at sources which we do not own or control and are consequences of our activities.
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2,048

809

2,075

1,745

147

1,931

781

1,307

19

1,036

3,311

International

Carbon emissions
Scope of our carbon reporting
Emissions data from all our global Group operations
within scope has been reported, including operations
in Australia, Austria, Belgium, Botswana, Brazil, Canada,
France, Germany, India, Ireland, Kenya, Malaysia, Morocco,
Namibia, Nigeria, Poland, Portugal, Romania, Singapore,
South Africa, Spain, Switzerland, the UAE, the UK and the
US. A breakdown below has been provided for where data
has not been reported either because this was not available
or is not applicable to the specific country. Where feasible
we continue to work with our suppliers in these locations to
capture this information in future reporting years.
Within the mandatory Scope 1 and 2 disclosure, all material
emissions are understood to be included in our disclosure,
with the exclusion of serviced offices, as well as minor
immaterial electricity and refrigerant gas exclusions at
a small number of locations.
We continually review data management processes across
our global operations to better capture voluntary Scope 3
data such as water, waste, and travel information.
Inventory item

Excluded from reporting

Electricity

United States (Reston, Chicago and
San Francisco), France (Olonnes),
UAE (Dubai), Israel (Tel Aviv), Germany
(Karlsruhe), Belgium (Liege), Spain
(Molorussa), Brazil (Americana, Recife and
Rio de Janeiro), Nigeria (Lagos), UK (Reading).
Refrigerant Australia, Austria, Belgium, Brazil, Canada,
gas
France, Germany, Ireland, Israel, Kenya,
Malaysia, Morocco, Nigeria, Poland,
Portugal, Romania, Singapore, South Africa,
Spain, Switzerland, UAE, United States
Water
Australia, Nigeria, Poland, UAE, Romania,
Israel, Germany, Kenya, Switzerland,
Malaysia, Austria
Waste
France, Australia, United States, Nigeria,
Canada, Poland, Portugal, Singapore, UAE,
Romania, Belgium, Israel, Germany, Kenya,
Switzerland, Malaysia, Brazil, Austria, Morocco
Hotel nights Nigeria, South Africa, UAE, Romania, Israel,
India, Kenya, Brazil, Austria, Morocco
Air travel
Nigeria, South Africa, UAE, Romania, Israel,
Kenya, Brazil, Austria, Morocco
Vehicle
Ireland, Nigeria, Poland, Romania, Israel,
travel
India, Brazil, Austria, Morocco

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.

Improving our emissions impact
We continued to make progress to responsibly manage our
carbon footprint by focusing on our efficient use of energy
and adoption of technology solutions across our business.
This year, we made progress to manage the energy use
across the buildings in the UK and globally that the
Group operates.
Energy consumed

Region

kWh of energy from the
combustion of gas and oil
used in all buildings where
the Group operates
FY2020

International
44,699
3,801,259
UK1
North
America
800,335
Northern
Europe
–
Southern
Europe
422,441
Unclassified2 2,176,340
Grand total
7,245,074

kWh of energy from the use of
electricity in all buildings from
which the Group operates
FY2020

FY2019

9,048 4,830,781
4,232,588 5,605,187

8,180,629
5,664,819

1,252,785

4,425,617

5,307,859

–

385,385

568,960

FY2019

279,490 2,906,611 7,077,564
2,673,474
–
–
8,447,385 18,153,581 26,799,831

Notes:
1. To further enhance our greenhouse gas emissions reporting in line
with regulatory disclosure requirements, in 2020 the inventory data for
the UK has been reported as a separate line item. In the previous
reporting period, the region’s inventory data was aggregated within
the performance of Sage’s Northern Europe region.
2. Data provided could not be classified by region.

Across Sage’s global footprint, the Group continued
to responsibly manage the carbon emissions of the
buildings that we operate. Examples of initiatives
implemented in this reporting year include:
• Investing in new technology with lower energy
consumption including laptops and workstations
• Adjustments to building heating / cooling and
lighting controls
• Introduction of behavioural-based measures for office
equipment use, and consistent adoption of energy saving
modes across our office-based equipment
• Ongoing installation of LED lighting across the Group
• Energy efficiency integrated into our office
redevelopment plans
In addition to the energy efficiency measures we
implemented in 2020, examples of initiatives we have
progressed in this reporting year to manage our emissions
impact include:
• All waste is diverted from landfill at North Park,
Manchester and Dublin
• Reduced business travel and encouraging sustainable
travel practices across our operations
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Financial review

Organic financial results
In FY20 Sage delivered organic recurring revenue growth
of 8% to £1,592m and organic total revenue growth of 4%
to £1,768m. The increase in recurring revenue, underpinned
by a 21% rise in software subscription revenue to £1,141m,
was driven by growth from existing and new customers,
principally in North America and Northern Europe.
Other revenue (SSRS and processing) declined by
26% to £176m, in line with our strategy to transition to
subscription revenue and away from licence sales and
professional services implementations. As expected, this
reduction accelerated in the second half due to the impact
of Covid-19.

Jonathan Howell

Chief Financial Officer

This Financial review provides a summary
of Sage’s financial results on an organic basis,
as well as considering the underlying and
statutory performance of the business. Organic
measures allow management and investors to
understand the like-for-like revenue and margin
performance of the continuing business.

The Group’s organic operating profit decreased by 4%
to £391m, representing an organic operating margin
of 22.1% (FY19: 23.8%). This margin reflects continued
investment to drive strategic execution, and includes
a £17m charge to provide for potential bad debts in
connection with Covid-19.
The Group also achieved underlying basic EPS of 27.43p,
strong underlying cash conversion of 123% and free cash
flow of £382m.

Portfolio view of revenue
Recurring
Revenue by Portfolio1

Cloud native2
Cloud connected3
Sage Business Cloud
Products with potential to migrate
Future Sage Business Cloud Opportunity4
Non-Sage Business Cloud5
Organic Total Revenue
Sage Business Cloud Penetration

Total

FY20

FY19

Growth

FY20

FY19

£m

£m

%

£m

£m

%

£222m
£636m
£858m
£557m
£1,415m
£177m
£1,592m
61%

£172m
£480m
£652m
£634m
£1,286m
£182m
£1,468m
51%

+29%
+33%
+32%
-12%
+10%
-2%
+8%

£234m
£650m
£884m
£666m
£1,550m
£218m
£1,768m

£184m
£497m
£681m
£792m
£1,473m
£232m
£1,705m

+27%
+31%
+30%
-16%
+5%
-6%
+4%

Growth

Notes:
1. The revenue portfolio breakdown is provided as supplementary information to illustrate the differences in the evolution and composition of
key parts of our product portfolio. These portfolios do not represent Operating Segments as defined under IFRS 8.
2. Revenue from subscription customers using products that are part of Sage’s strategic future product portfolio, where that product runs in
a cloud-based environment enabling customers to access full, updated functionality at any time, from any location, over the Internet.
3. Revenue from subscription customers using products that are part of Sage’s strategic future product portfolio, where that product is normally
deployed on-premise and for which a substantial part of the value proposition is linked to functionality delivered in, or through the cloud.
4. Revenue from customers using products that are part of, or that management believe have a clear pathway to, Sage Business Cloud.
5. Revenue from customers using products for which management does not currently 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.
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Within the portfolio view of revenue, the Future Sage
Business Cloud Opportunity represents products in, or with
a clear pathway to, Sage Business Cloud. Management’s
primary operational focus is to attract new customers and
continue to migrate desktop customers to Sage Business
Cloud, and, by delivering increased value to these customers,
grow their lifetime value. The Future Sage Business Cloud
Opportunity continues to perform well, with recurring
revenue growth of 10% and total revenue growth of 5%.
Cloud native solutions have delivered recurring revenue
growth of 29%, with Sage Intacct delivering recurring
revenue growth of 26%.

The strong growth in cloud connected recurring
revenue of 33% to £636m reflects momentum from
the migration of existing customers predominantly in
North America and Northern Europe, as well as further
growth from new customers acquired in the year. The focus
on driving revenue to cloud solutions has resulted in Sage
Business Cloud penetration of 61%, up from 51% in the
prior year.
The Non-Sage Business Cloud portfolio comprises
products for which management does not envisage a
path to Sage Business Cloud, predominantly because the
products address segments outside Sage’s core focus.
The 2% recurring revenue decline and 6% total revenue
decline in the Non-Sage Business Cloud portfolio is in line
with expectations and reflects the strategy to focus on
solutions with a direct pathway to Sage Business Cloud.

Statutory and underlying financial results
Statutory
Financial Results

North America
Northern Europe
Central & Southern Europe
International
Group Total Revenue
Operating Profit
% Operating Profit Margin
Profit Before Tax
Net Profit
Basic EPS

Underlying1

FY20

FY19

Change

FY20

FY19

Change

£692m
£412m
£590m
£209m
£1,903m
£404m
21.3%
£373m
£310m
28.38p

£657m
£406m
£608m
£265m
£1,936m
£382m
19.7%
£361m
£266m
24.49p

+5%
+1%
-3%
-21%
-2%
+6%
+1.6 ppts
+3%
+16%
+16%

£692m
£412m
£590m
£209m
£1,903m
£411m
21.6%
£386m
£299m
27.43p

£657m
£406m
£604m
£237m
£1,904m
£441m
23.2%
£417m
£309m
27.88p

+5%
+1%
-2%
-12%
0%
-7%
-1.6 ppts
-7%
-3%
-2%

Note:
1. Revenue and profit measures are defined in the Glossary on pages 241 to 243.

The Group achieved statutory total revenue of £1,903m, a
2% decrease on the prior year. Underlying growth in North
America and Northern Europe was offset by the disposal of
Sage Pay and the Brazilian business, together with foreign
exchange headwinds, principally in International. Underlying
total revenue, which normalises the comparative period for
foreign currency movements, was almost unchanged.
Statutory operating profit increased by 6% to £404m,
reflecting the non-recurring net gain on the disposal of Sage
Pay and the Brazilian business, together with the underlying

performance of the Group and other recurring and nonrecurring items. Underlying operating profit, which excludes
recurring and non-recurring items, decreased by 7%
to £411m.
Statutory basic EPS increased by 16% to 28.38p, principally
reflecting the non-recurring gain and a lower statutory tax
charge compared to FY19. Underlying basic EPS declined by
2% to 27.43p, reflecting the underlying performance of the
Group together with a lower underlying tax charge.
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Financial review continued

Underlying and organic reconciliations to statutory
FY20
Revenue

Statutory
Recurring items1
Non-recurring items:
• Net gain on disposal of subsidiaries
• Impairment of assets held for sale
• Asia goodwill impairment
• Property restructuring costs
• Professional Services restructuring
• Office relocation
Impact of FX2
Underlying
Disposals
Held for sale
Acquisitions
Organic

FY19

Operating Margin
Operating Profit
%

Revenue

Operating Profit

Operating Margin
%

£1,903m
–

£404m
£53m

21.3%
–

£1,936m
–

£382m
£52m

19.7%
–

–
–
–
–
–
–
–
£1,903m
(£37m)
(£98m)
–
£1,768m

(£141m)
–
£19m
£21m
£22m
£33m
–
£411m
(£5m)
(£15m)
–
£391m

–
–
–
–
–
–
–
21.6%
–
–
–
22.1%

–
–
–
–
–
–
(£32m)
£1,904m
(£103m)
(£100m)
£4m
£1,705m

(£28m)
£14m
–
£16m
–
£12m
(£7m)
£441m
(£16m)
(£18m)
(£1m)
£406m

–
–
–
–
–
–
–
23.2%
–
–
–
23.8%

Notes:
1. Recurring and non-recurring items are detailed in the paragraph below and in note 3.6 of the financial statements.
2. Impact of retranslating FY19 results at FY20 average rates.

Revenue
The Group achieved statutory and underlying revenue of
£1,903m in FY20. Underlying revenue in FY19 of £1,904m
reflects statutory revenue of £1,936m retranslated at current
year exchange rates, resulting in an FX adjustment of £32m.
Organic revenue of £1,768m (FY19: £1,705m) reflects
underlying revenue adjusted for £37m of revenue from
assets sold during the period (FY19: £103m), including
£17m of revenue from Sage Pay (FY19: £39m) and £20m
from the Brazilian business (FY19: £43m). There is a further
adjustment for assets held for sale of £98m (FY19: £100m),
comprising £52m of revenue in relation to the International
segment (FY19: £52m), and £46m in relation to the Central
and Southern Europe segment (FY19: £48m). FY19 organic
revenue also includes a £21m adjustment for the disposals
of the US payroll processing business and the South African
payments business, and a £4m adjustment relating to the
acquisition of AutoEntry.

Operating profit
The Group achieved a statutory operating profit of £404m
in FY20 (FY19: £382m). Underlying operating profit of £411m
(FY19: £441m) reflects statutory operating profit adjusted for
recurring and non-recurring items. Recurring items of £53m
(FY19: £52m) comprise £33m amortisation of acquisitionrelated intangibles (FY19: £31m) and £20m of M&A related
charges (FY19: £21m).
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Non-recurring items include a £141m net gain on disposal of
subsidiaries (FY19: £28m gain), comprising a £193m gain on
the disposal of Sage Pay and a £52m loss on disposal of the
Brazilian business (of which £44m reflects the non-cash
reclassification of foreign exchange losses from other
comprehensive income to the income statement). This
is offset by a £19m non-cash charge relating to goodwill
impairment in respect of our Asia business, costs relating
to our property restructuring programme of £21m (FY19:
£16m), and non-cash accelerated depreciation related to
the relocation of our North Park office in Newcastle of £33m
(FY19: £12m). In addition, restructuring charges of £22m were
incurred in FY20, reflecting the continued de-prioritisation of
low margin professional services.
Organic operating profit of £391m (FY19: £406m) reflects
underlying operating profit adjusted for operating profit
attributable to businesses sold during the period, including
£4m from Sage Pay (FY19: £14m), and £1m from the Brazilian
business (FY19: £2m). There were no material adjustments
in respect of the other disposals, which were approximately
breakeven at an operating profit level. There is a further
adjustment of £15m relating to assets held for sale,
which reflects £7m of profit in relation to the International
segment (FY19: £6m) and £8m of profit in relation to the
Central and Southern Europe segment (FY19: £12m).

Organic revenue overview
FY20
Organic Revenue Mix

Software Subscription Revenue
Other Recurring Revenue
Organic Recurring Revenue
Other Revenue
Organic Total Revenue

FY19

% Change

£m

% of Total

£m

% of Total

£1,141m
£451m
£1,592m
£176m
£1,768m

65%
25%
90%
10%
100%

£947m
£521m
£1,468m
£237m
£1,705m

56%
32%
86%
14%
100%

+21%
-13%
+8%
-26%
+4%

Organic total revenue increased by 4% in FY20 to £1,768m. Organic recurring revenue grew by 8% to £1,592m, underpinned
by a 21% increase in software subscription revenue to £1,141m, reflecting the continued focus on attracting new customers
and migrating existing customers to subscription and Sage Business Cloud. The decline in other recurring revenue of 13% to
£451m reflects the substitution effect as customers migrate to subscription contracts. Other revenue (SSRS and processing)
declined by 26% to £176m, in line with our strategy to transition to subscription revenue and away from licence sales and
professional services implementations. As expected, this reduction accelerated in the second half due to the impact
of Covid-19.
In the portfolio view of revenue, the Future Sage Business Cloud Opportunity delivered recurring revenue growth of 10% to
£1,415m and total revenue growth of 5% to £1,550m, driven by transitioning existing customers and attracting new customers
to Sage Business Cloud. In the Non-Sage Business Cloud portfolio, recurring revenue decreased by 2% to £177m, and total
revenue decreased by 6% to £218m.

North America
Organic Revenue by Category

FY20

FY19

% Change

Organic Total Revenue
Organic Recurring Revenue

£692m
£634m

£641m
£572m

+8%
+11%

% Subscription Penetration
% Sage Business Cloud
Penetration

61%

56%

+5 ppts

71%

66%

+5 ppts

FY20

FY19

% Change

£397m
£93m
£144m

£372m
£86m
£114m

+7%
+8%
+26%

Organic Recurring Revenue

US (excluding Sage Intacct)
Canada
Sage Intacct

North America delivered recurring revenue growth of
11% to £634m and total revenue growth of 8% to £692m.
Subscription penetration is now 61%, up from 56% in the
prior year, and Sage Business Cloud penetration is now
71%, up from 66% in the prior year, driven by growth in
cloud native and cloud connected solutions.
Strong cloud native growth was driven through Sage
Intacct, which delivered recurring revenue growth of 26%
to £144m, reflecting continued strong progress in North
America through both new customer acquisition and
existing customers.
The US (excluding Sage Intacct) increased recurring
revenue by 7% to £397m and total revenue by 4% to £443m,
supported by continued momentum in small and medium
Sage Business Cloud products together with continued new
customer acquisition during the year.
In Canada, recurring revenue increased by 8% to £93m and
total revenue by 4% to £99m, driven by growth in Sage 50
cloud, as Sage Business Cloud penetration continues
to build.
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Northern Europe
Organic Revenue by Category

FY20

FY19

% Change

Organic Total Revenue
Organic Recurring Revenue

£395m
£377m

£371m
£345m

+6%
+9%

% Subscription Penetration
% Sage Business Cloud
Penetration

85%

70% +15 ppts

82%

67% +15 ppts

Northern Europe (UK & Ireland) delivered recurring revenue
growth of 9% to £377m and total revenue growth of 6% to
£395m. Subscription penetration is 85%, up from 70% in the
prior year, and Sage Business Cloud penetration is now 82%,
up from 67% in the prior year.
Recurring revenue growth largely reflects continued
success in cloud connected accounting and payroll
solutions, driven by new customer acquisition together
with momentum carried into the year.

Central & Southern Europe
FY20

FY19

% Change

Organic Total Revenue
Organic Recurring Revenue

£544m
£467m

£556m
£448m

-2%
+4%

% Subscription Penetration
% Sage Business Cloud
Penetration

55%

46%

+9 ppts

40%

27% +13 ppts

Organic Recurring Revenue

France
Central Europe
Iberia

FY20

FY19

% Change

£246m
£97m
£124m

£237m
£91m
£120m

+4%
+6%
+3%

Central and Southern Europe delivered recurring revenue
growth of 4% to £467m while total revenue decreased by
2% to £544m. Subscription penetration is now 55%, up from
46% in the prior year and Sage Business Cloud penetration
is 40%, up from 27% in the prior year, largely driven by
growth in cloud connected solutions. This excludes
revenues from assets held for sale as at the year-end,
which include our businesses in Poland and Switzerland.
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Central Europe delivered recurring revenue growth of 6% to
£97m while total revenue decreased by 2% to £127m. Growth
in the region is driven by a combination of cloud connected
solutions and local products.
Iberia delivered recurring revenue growth of 3% to £124m,
while total revenue decreased by 5% to £144m. Growth in
recurring revenue has been driven mainly by Sage 50 and
Sage 200 cloud connected solutions.

International
Organic Revenue by Category

Cloud native revenue growth in Northern Europe was
driven by Sage Accounting and Sage People and supported
by the recent acquisitions of Auto Entry and CakeHR. Sage
Intacct has grown rapidly in the UK since it was launched
in November 2019, and is building good momentum in new
contract wins. The pace of Sage Accounting growth has
accelerated following the launch of Sage Accounting Plus
in May.

Organic Revenue by Category

France delivered recurring revenue growth of 4% to £246m,
driven by a strong performance in Sage Business Cloud,
with particular strength in cloud connected products and
accelerated growth in cloud native solutions including X3
cloud. Total revenue in France decreased by 1% to £273m.
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FY20

FY19

% Change

Organic Total Revenue
Organic Recurring Revenue

£137m
£114m

£137m
£103m

0%
+11%

% Subscription Penetration
% Sage Business Cloud
Penetration

62%

53%

+9 ppts

14%

11%

+3 ppts

Organic Recurring Revenue

FY20

FY19

% Change

Africa & Middle East
Australia & Asia

£101m
£13m

£90m
£13m

+12%
+3%

International delivered recurring revenue growth of 11%
to £114m and total revenue in line with last year at £137m.
Subscription penetration is now 62%, up from 53% in the
prior year, and Sage Business Cloud penetration in the
region is 14%, up from 11% in the prior year. This excludes
revenues from assets held for sale as at the year-end,
including Sage’s businesses in Asia and Australia (excluding
global products that are core to Sage’s strategy such as
Sage Intacct, Sage People and Sage X3), and Sage’s South
African payroll outsourcing business.
Africa & Middle East, representing almost 90% of the
International region’s revenue, delivered strong recurring
revenue growth of 12% to £101m, driven by local products
and cloud native solutions, with particularly strong growth
in Sage Accounting. Total revenue in Africa & Middle East
was in line with last year at £118m.
The remainder of the International region comprises the
remaining assets in Asia and Australia, where growth was
driven by cloud native solutions in Australia, principally
Sage Intacct and Sage People.

Operating profit

Taxation

The Group achieved organic operating profit of £391m
(FY19: £406m), representing a margin of 22.1% (FY19: 23.8%).
This margin reflects continued investment to drive strategic
execution, particularly in technology and innovation, and
includes a £17m charge to provide for potential bad debts
in connection with Covid-19.

The underlying tax expense for FY20 was £87m (FY19: £114m),
resulting in an underlying tax rate of 23% (FY19: 27%). The
statutory income tax expense for FY20 was £63m (FY19:
£95m), resulting in a statutory tax rate of 17% (FY19: 26%).

Underlying operating profit was £411m (FY19: £441m),
representing a margin of 21.6% (FY19: 23.2%). The difference
between organic and underlying operating profit reflects the
operating profits of the assets held for sale at the end of the
year and the assets sold during the year (Sage Pay and the
Brazilian business).
EBITDA was £498m (FY19: £502m), representing an
EBITDA margin of 26.2%. This reflects a £25m increase
in depreciation due to the adoption of IFRS 16 from
1 October 2019.

Organic Operating Profit
Impact of disposals
Impact of held for sale
Impact of acquisitions
Underlying Operating
Profit
Depreciation &
amortisation
Share based payments
EBITDA

FY20 Margin
%

The difference between the underlying and statutory rate
in FY20 primarily reflects a non-taxable accounting net gain
on the disposal of subsidiaries (Sage Pay and the Brazilian
business), offset by non-tax-deductible charges relating to
the impairment of goodwill in respect of the Asia business
and accelerated depreciation relating to the relocation of
our North Park office in Newcastle.
The FY20 underlying tax rate has reduced primarily as a
result of the new French patent box regime, and certain
other adjustments in France and Germany.

Earnings per share
FY20

Statutory Basic EPS
Recurring items
Non-recurring items
Impact of foreign exchange
Underlying Basic EPS

28.38p
4.57p
(5.52p)
–
27.43p

FY19

% Change

24.49p
3.55p
0.37p
(0.53p)
27.88p

+15.9%

FY20

FY19

£391m
£5m
£15m
–

£406m
£16m
£18m
£1m

22.1%

£411m

£441m

21.6%

£58m
£29m
£498m

£35m
£26m
£502m

Underlying basic earnings per share of 27.43p was 2% lower
than the prior period (FY19: 27.88p), reflecting the decrease
in underlying operating profit, partly offset by the reduction
in underlying tax rate.

26.2%

Statutory basic earnings per share increased by 16%,
primarily due to the increase in non-recurring profit
related to the net gain on disposal of subsidiaries.

Net finance cost

-1.6%

The statutory net finance cost for the period increased
to £31m (FY19: £21m), reflecting interest charges on lease
liabilities in connection with IFRS 16 and FX movements.
The underlying net finance cost was £25m (FY19: £23m).
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Financial review continued

Cash flow
The Group remains highly cash generative with underlying
cash flow from operations of £505m (FY19: £577m), representing
an underlying cash conversion of 123% (FY19: 129%). Importantly,
the Group has now delivered cash conversion in excess
of 100% for two years, demonstrating the robustness of the
business model.
Cash Flow APMs

Underlying operating profit
Depreciation, amortisation and noncash items in profit
Share based payments
Net changes in working capital
Net capital expenditure
Underlying Cash Flow
from Operations
Underlying cash conversion %
Non-recurring cash items
Net interest paid
Income tax paid
Profit and loss foreign
exchange movements
Free Cash Flow
Statutory Reconciliation of Cash Flow
from Operations

Statutory Cash Flow from Operations
Recurring and non-recurring items
Net capital expenditure
Underlying Cash Flow from Operations

FY19
FY20 (as reported)

£411m

£448m

£56m
£29m
£45m
(£36m)

£33m
£26m
£108m
(£38m)

£505m
123%

£577m
129%

(£4m)
(£26m)
(£93m)

(£24m)
(£21m)
(£88m)

–
£382m

(£1m)
£443m

FY20

£527m
£14m
(£36m)
£505m

FY19 (as
reported)

£586m
£29m
(£38m)
£577m

The Group generated £505m of cash from operations in
FY20, representing cash conversion of 123%, the second
consecutive year that the Group delivered cash conversion
in excess of 100%. The strong performance in FY20 reflects
the continued growth in software subscription and sustained
improvements in working capital, with particular success
in the collection of receivables during the year. Underlying
cash conversion is expected to trend down in FY21.
Free cash flow was £382m (FY19: £443m), largely reflecting
continued strong underlying cash conversion, together with
a reduction in non-recurring cash items.
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Group net debt was £151m at 30 September 2020
(30 September 2019: £393m), comprising cash and cash
equivalents of £848m (30 September 2019: £372m) and total
debt of £999m (30 September 2019: £765m). The decrease
in net debt in the period is mostly attributable to strong
free cash flow of £382m and net proceeds from disposals
of £202m, offset by £186m paid in dividends during the
year, and the recognition of £136m of lease liabilities on
the balance sheet on adoption of IFRS 16 at 1 October 2019,
as well as a further £30m of lease liabilities recognised in
the year.

Debt facilities
The Group’s debt is sourced from a syndicated multicurrency Revolving Credit Facility (“RCF”), a syndicated
Term Loan and US private placements (“USPP”). The Term
Loan of £200m was put in place in September 2019 and
expires in September 2022, having been extended by a year
in September 2020. The Group’s RCF expires in February
2025 (having been extended by one year in February 2020)
with facility levels of £692m (split between US$719m and
£135m tranches). At 30 September 2020, £294m (FY19:
£45m) of the multi-currency revolving debt facility was
drawn and the Term Loan was fully drawn (FY19: fully drawn).
The Group’s total USPP loan notes at 30 September 2020
were £387m (US$400m and EUR85m) (FY19: US$550m
and EUR85m). The remaining USPP loan notes have a
range of maturities between January 2022 and May 2025.
In May 2020, US$150m of USPP loan notes matured and
were repaid using cash on hand.
Maturities within the next 18 months comprise EUR55m
(£50m) of the Group’s US private placement loan notes in
January 2022.

Capital allocation
Sage’s disciplined approach to capital allocation remains
unchanged as a result of Covid-19. The Group’s primary
focus remains on organic investment in order to accelerate
the execution of the strategy as outlined above.
Sage continues to consider bolt-on acquisitions of
complementary technology and partnerships that will
further accelerate the strategy and enhance Sage Business
Cloud, and has made several small but strategically significant
acquisitions in the recent past. In line with management’s
focus on core competencies within the business, the
disposal of Sage Pay and the Brazilian business were
completed during the year and additional non-core
assets were classified as held for sale at the year end.

Our policy is to maintain the dividend in real terms. In
line with our policy, and reflecting the Group’s strong
business performance and cash generation during the year,
and continued strong liquidity position, we have increased
the full year dividend by 2% to 17.25p, including a final
dividend of 11.32p.
The Group will also consider making additional capital
returns to shareholders if appropriate. During the year, Sage
announced on 6 April 2020 the cancellation of the previously
announced £250m share buy-back programme, after £7m
of shares had been purchased. This decision was taken
to support the Group’s financial strength in light of the
Covid-19 pandemic.
FY19
FY20 (as reported)

Net debt
EBITDA (last 12 months)
Net debt/EBITDA ratio

£151m
£498m
0.3x

£393m
£509m
0.8x

Group net debt as at 30 September 2020 was £151m
and reported EBITDA over the last 12 months was £498m,
resulting in a net debt to EBITDA ratio of 0.3x. Group return
on capital employed (ROCE) for FY20 was 20% (FY19 as
reported: 21%).
The Group adopted IFRS 16 with effect from 1 October 2019.
This resulted in the recognition on the balance sheet of
additional financial liabilities of £122m as at the year end,
which has increased net debt to EBITDA in FY20 by 0.2x,
partially offsetting the year-on-year decrease. The financial
results from the prior year have not been restated. The
adoption of IFRS 16 has had no material impact on our
overall financial result.

Going concern
The Directors have robustly tested the going concern
assumption in preparing the financial statements, taking
into account the Group’s strong liquidity position at
30 September 2020 and a number of downside sensitivities,
and remain satisfied that the going concern basis of preparation
is appropriate. Further information is provided in the
Directors’ Report on page 149 and in note 1 of the financial
statements on page 172.

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$)

FY20

FY19

Change

1.14
1.28
20.67
1.88
6.15

1.13
1.28
18.30
1.81
4.93

1%
–
13%
4%
25%

Sage plans to operate in a broad range of 1-2x net
debt to EBITDA over the medium term, with flexibility
to move outside this range as the business needs
require. Accordingly, given the current environment,
we are comfortable with our current net debt to
EBITDA ratio of 0.3x.
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Risk management

Risk-informed decision making
Through our ‘always-on, on-demand’ risk reporting, Sage is able to effectively manage our
strategic, operational, commercial, compliance, change and emerging risks. This helps us to
deliver our strategic objectives and goals through risk-informed decisions. The Board’s role is
to maintain oversight of the key principal and business risks, together with ensuring that the
appropriate committees are managing the risks effectively. Additionally, the Board reviews the
effectiveness of our risk management approach and challenges our leaders to articulate their
risk management strategies.
Our risk management framework enables a consistent approach to the identification,
management and oversight of risks. This consistency is valuable as it allows us to take a holistic
approach to risk management and to make meaningful comparisons of the risks we face and
how we manage them across our footprint, which is essential to achieve our strategic objectives.
How we identify risk
Using our Enterprise Risk Management Framework,
all Group and local entities and functions identify the risks
that could affect their strategy and operations in order to
implement risk mitigation plans.
Our risk identification process follows an enterprise wide
“top-down, bottom-up” approach, which seeks to identify:
• principal risks that may impact our ability to achieve our
strategic objectives, with these risks representing the
risks that most threaten delivery of our strategy; and
• strategic, commercial, operational, compliance and
change risks (“business risks”) that occur at a segment,
functional, country, and regional level. These risks are
those that pose the greatest threat to the success of
business activities across the Group and may also feed
into our principal risks.
Business risks are consolidated into a Group-wide
view and presented to a representative selection of
our senior leaders and executives, who add their own
input from a strategic, functional and emerging risk
perspective. Business risks are then escalated in line
with the Risk Management Policy and via our Enterprise
Risk Management Framework to the Regional and
Global Risk Committees. This escalation process
provides organisational visibility to emerging, change,
strategic, commercial, operational, and compliance risks,
as well as driving action and supporting accountability for
risk management.

Our risk appetite and risk tolerances
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 we use risk appetite statements, Group
parameters and metrics to provide our leaders with the
guidance they need to make decisions on the level of risk
that can be taken or sought to achieve strategic objectives.
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All identified risks are measured on an inherent and residual
risk basis using the pre-determined risk matrix set out in our
Risk Management Policy.
Principal risks are monitored against risk appetite targets
using supporting measures, metrics, and tolerances, which
are evaluated throughout the year to ensure they remain
aligned with our strategic objectives, and within an
acceptable risk tolerance for the Group.

How we manage risk
Figures 1 and 2 present an overview of our process and
governance structures, including the Audit and Risk
Committee and Board. We develop severe but plausible
scenarios for all risks. These scenarios not only provide
insights into possible threats and points of failure, allowing
us to react and adjust our strategy accordingly, but are also
used for the purpose of assessing our viability.
Sage’s Enterprise 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.
Each principal risk is assigned an executive owner
who is accountable for setting the target tolerance
level. The executive owner is responsible for confirming
adequate controls are in place and that the necessary
action plans are implemented to bring the risk profile
within an acceptable tolerance. To provide adequate
oversight, we report throughout the year on principal
and emerging risks, and hold and conduct deep dive and
in-depth reviews of all principal risks at different oversight
committees and with the principal risk owners. We continue
to consider risks both individually and collectively in order
to fully understand our risk landscape. By analysing the
correlation between risks, we can identify those that have
the potential to cause, impact, or increase another risk and
that these are weighted appropriately. This exercise informs
our scenario analysis, particularly the combined scenario
used in the Viability Statement.

Risks that are identified and captured at a segment,
functional, country, and regional level are owned and
managed within their respective management structures
and are reviewed on an ongoing basis. Formal review of
these risks takes place on a quarterly basis through the
Regional Risk Committees and Corporate Risk Boards,
which are described on pages 62 to 64.
Throughout 2020, Sage Risk has continued to enhance its
risk management approach, through the embedding of a
revised Enterprise Risk Management Framework, which
expands the lenses, governance and coverage of Sage’s
risk approach. Through this, our first-line colleagues are
given responsibility for management of their risk and
the subsequent deployment of risk strategies, thus
supporting risk-based decision making. Additionally,
we have sought to continue the build out and embedding
of our Integrated Risk and Assurance Framework alongside
our Business Controls Framework to support and empower
our first-line colleagues to own their risks and help them to
drive consistent application of their controls across our
business processes.
Sage Risk has dedicated resources in our Corporate
Centre, Europe, North America, Africa and Asia who
support colleagues in managing 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.

FIGURE 1

OUR THREE LINES MODEL
Sage’s three lines 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

2

3

ALL
COLLEAGUES

SAGE RISK AND
SAGE BUSINESS
INTEGRITY

SAGE
ASSURANCE

Identify, own,
manage, operate

Guide, support,
challenge

Independent
and objective

Sage Risk also has a single global incident reporting portal,
with all entities and functions across the Group now using
a single, unified approach to reporting incidents.
As part of the Enterprise Risk Management Framework,
Sage has also enhanced the business continuity
programme, through the creation of a dedicated team.
Report

Identify

Our risk
management
process
Monitor

Assess

Respond
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Risk management continued

Culture

Audit and Risk Committee

The Board recognises that culture underpins 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 FY20, culture continued to be managed as a
principal risk.

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 targets 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
and other assurance activity from Sage Assurance and
consideration of relevant reporting from management,
Sage Risk, Sage Business Integrity and the external
auditor. Further information on the Committee’s activity
in 2020 is set out in the Audit and Risk Committee Report
on pages 113 to 119.

Our three lines governance model defines clear roles
and responsibilities for all colleagues, and establishes
accountability for actions and decisions. It also describes
how appropriate oversight, challenge and assurance are
provided over business activities, including the ethical
conduct of our operations. With the development of the
integrated assurance framework, leaders will be able
to build in relevant and specific Values and Behaviours
measures into their own assurance self-assessments.
During 2020 we continued the roll out of our
transformed compliance training programme, applying
scientific theories and principles into learning design.
We provide colleagues with enjoyable learning experiences
that support understanding of the subject matter and meet
defined business outcomes. Through demonstrating clear
alignment between learning content and Sage Values
and Behaviours, we are able to support accountability and
empower values-aligned, risk-based decision making in the
business. In support of Sage’s commitment to innovation,
2020 saw the launch of an updated Risk and Incident
Management learning module which, as part of a wider
risk culture change programme, supports colleagues
in identifying, managing and reporting risks and
opportunities effectively.
The continued embedding of our Business Control
Framework combined with a rationalised, refreshed
suite of principles-based policies provides colleagues
with comprehensive support and guidance on expected
ways of working.

Risk governance
Board
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.

Executive Committee
The Executive Committee is responsible for the stewardship
of the risk management approach. It develops the strategy
and oversees the delivery of the related operational plans
that help to manage the associated risks. Each principal
risk is also owned by a member of the Executive Committee.

Global Risk Committee
The Global Risk Committee is chaired by the Chief Executive
Officer, supported by the VP Risk, Business Integrity and
Assurance, and has responsibility for providing direction
and support to the management of risk across Sage.
It meets quarterly and seeks to:
• Establish clear governance and accountability for risk,
and any associated (remediation) activities;
• Provide direction to functions, regions and countries,
including the creation and deployment of common
methodologies and practices;
• Provide a point of escalation for critical or emerging risks;
• Drive the consideration of risk in decision making;
• Drive the inclusion of risk management into
performance management;
• Oversee cultural change;
• 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 all
principal risk owners and rotational representation from
across the business. The Chairman of the Audit and Risk
Committee may attend any meeting as desired.
Appropriate regional or emerging risks are escalated from
the Regional Risk Committees and Corporate Risk Boards to
the Global Risk Committee where necessary.
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Regional Risk Committees
Seven Regional Risk Committees were operational
throughout FY20 in Africa-Middle East, Asia-Australia,
North America, Northern Europe, Central Europe, Southern
Europe and Iberia. Each Committee met four times during
FY20. During 2020, these Committees received updated risk
management packs, which outlined the key material risks
against regional strategy, and risks of most severity in
relation to strategy, commercial, operational, compliance
and change risk across their respective regions.

principal risks, understanding customer needs, execution
of product strategy, third party reliance, route to market,
and live services management. The board advises on
and oversees the appropriate strategic, operational,
technical and organisational measures that are in place
to address the risk across the product organisation with
support from Sage Risk. Through this, the Global Risk
Committee and Executive Committee are advised on the
product lifecycle exposure of the Group. The risk board
meets on a monthly basis.

Corporate Risk Boards

Global Security Committee

Four Corporate Risk Boards were established during FY20,
being the Global Commercial Product Office Risk Board,
Global Security Committee, Global Data Privacy Forum and
Global IT Risk Board.

The Global Commercial Product Office Risk Board
The Global Commercial Product Office Risk Board
provides risk oversight, support and direction to all aspects
of the product lifecycle and delivery of the product strategy
across the Group. This includes supporting and advising
management on risk exposure on and in relation to the

The Global Security Committee provides oversight and
direction to all aspects of cyber and information security
across the Group. This includes advising management
on the current cyber and information risk exposure of the
Group and ensuring that the appropriate technical and
organisational measures are in place. The committee
supports in the management of the Cyber Security
and Data Privacy risk, through advising the Global Risk
Committee and Executive Committee on the current cyber
and information risk exposure of the Group. The committee
meets at least four times a year.

FIGURE 2

Risk governance
The Board
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Assurance
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Global Risk
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Risk management continued

Global Data Privacy Forum
The Global Data Privacy Forum provides oversight
and direction to all aspects of data privacy risk across the
Group. This includes advising management on the current
data privacy risk exposure of the Group and ensuring that
the appropriate technical and organisational measures
are in place. The forum supports in the management of
the Cyber Security and Data Privacy risk, through advising
the Global Risk Committee and Executive Committee
on the current data privacy risk exposure of the Group.
The forum meets at least four times a year.

Global IT Risk Board
The Global IT Risk Board provides risk oversight and
direction to all aspects of risk exposure across IT and
Live Services management across the Group. This
includes advising management on the current IT and
Live Services risk exposure of the Group and ensuring
that the appropriate technical and organisational measures
are in place. The risk board supports in the management
of the Live Services Management principal risk, through
advising the Global Risk Committee, Executive Committee,
and Global Commercial Product Office Risk Board on the
current Live Services management risk exposure of the
Group. The risk board meets on a monthly basis.

Vice President (“VP”) Risk, Business Integrity
and Assurance
The VP Risk, Business Integrity and Assurance is responsible
for the second and third line functions, namely Sage Risk,
Sage Business Integrity and Sage Assurance. The VP Risk,
Business Integrity 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 Risk
Boards, 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,
Business Integrity and Assurance attends the quarterly Audit
and Risk Committee meetings and regularly meets with
the Chairman of the Audit and Risk Committee outside
these meetings.
The VP Risk, Business Integrity and Assurance is also
responsible for the Sage Insurance programme.

Sage Risk
Sage Risk supports the effective operation of the
Sage Risk Enterprise Risk Management Framework
and Governance Structure, including the management
of the principal risks and providing guidance, support and
challenge to the business and functions to effectively
manage risk. This includes supporting the Global Risk
Committee, the Regional Risk Committees, Global
Commercial Product Office Risk Board, Global IT Risk Board,
Global Security Committee and Global Data Privacy Forum
in fulfilling their responsibilities. Sage Risk also works closely
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with Sage Business Integrity as a second line partner
to improve controls and behaviours across the business,
and allow Sage to operate and grow within its risk appetite.

Sage Business Integrity
Sage Business Integrity continues to transform the
way colleagues think and work so that Sage can thrive
through guiding, supporting and challenging the first
line to ‘do the right thing’, through effective education,
frameworks and technology enablers fit for a thriving SaaS
company. The team, led by the Business Integrity Director,
drive compliance with the Sage Governance Framework,
the embedding of Sage Values and Behaviours, the
development and embedding of sustainable processes
and controls through the rollout and monitoring of the
Sage Business Control Framework and also educate
appropriate colleagues in the development and delivery
of ‘risk appropriate’ monitoring and oversight to enhance
the existing Sage due diligence framework.

Sage Assurance
Sage Assurance is led by the VP Risk, Business Integrity and
Assurance, and its purpose and activities are set out in the
Internal Audit section of the Audit and Risk Committee
Report on page 118.

Risk management and internal controls
The Board retains overall responsibility for setting
Sage’s risk appetite and for risk management and
internal control systems.
In accordance with principles M, N and O of the
UK Corporate Governance Code 2018 (the “Code”),
in addition to Paragraph 58 of the FRC guidance (Section 6),
the Board is responsible for reviewing the effectiveness of
the risk management and internal control systems and
confirms that:
• There is an ongoing process for identifying, evaluating
and managing the principal risks faced by the Company;
• There is an ongoing process for identifying, evaluating
and managing the emerging 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.
You can read more about our risk management and
internal controls systems in our Strategic Report on
pages 2 to 77 and the associated work of the Audit and
Risk Committee on pages 113 to 119.

Principal risks and uncertainties

Leveraging our risk profile
In FY20 we continued to accelerate into the cloud, maintaining our focus on our three
strategic lenses of Customer Success, Colleague Success and Innovation.
Our principal risks have evolved as we have leveraged our risks and opportunities in support of our strategic goals.
Our “always-on, on-demand” risk reporting provides real-time risk information to leaders across the organisation,
enhancing leaders’ ability to make risk-informed decisions in a timely manner. We also continued to further enhance
our enterprise risk management approach, increasing organisational engagement, deepening our understanding of
our activities and the way we execute them. This provides a granular understanding of our risks, and allows for proactive
risk management, together with enhanced risk-informed decision making, driven through appetite for risk taking.
We continue to utilise the Sage Governance, Risk and Compliance tool to drive action on risks and opportunities across
the business, supporting the organisation to continue to grow the right way. We supported risk owners across Sage to
leverage, utilise and manage their risks through considered risk taking and appetite. We also worked to enhance our three
lines model through the deployment and embedding of an approach to integrated risk and assurance, which will continue
to be developed across FY21.

Covid-19
Since January 2020, the Covid-19 pandemic has brought
and will continue to bring significant change to the global
economic, social, political and business landscape.
In response, we have continually reviewed the actual,
emerging and potential impacts of the pandemic on
our principal risks to identify any new risks or changes
to existing risks and opportunities that may have arisen,
with a specific lens on what could change the risk profile
materially. Whilst the pandemic has not created any
additional principal risks, we have amended, as appropriate,
some of our mitigating actions, as set out in the principal
risks section below.
As the pandemic became increasingly known we
initiated our response to this crisis, drawing on existing
business continuity plans. The objective at this stage
was to prioritise the health, safety and wellbeing of our
colleagues and the immediate needs of our customers
in the light of government guidance and legislation.
During the early stages of the crisis we ensured our critical
infrastructure, resources and activities were organised to
provide continuity of our operations and to enable us to
implement our response approach to Covid-19.
We stood up our Covid-19 Task force which led the
response to Sage’s recovery approach. The focus was
to ensure that our colleagues, customers and partners
were being appropriately supported through the available
resources and expertise that Sage had at hand. We have
also continued our acceleration towards our transition
to a fully optimised cloud SaaS company.

Brexit
The status of the UK’s withdrawal and proposed trade deals
and arrangements with the European Union following the
transition window remains unclear. We recognise that Brexit
may have an adverse impact on the broader UK economy,
which in turn may impact a portion of Sage’s UK customer
base. However, it is also recognised that due to the manner

in which Sage operates, and the industry in which Sage
operates, there are also implications in how Sage can and
will utilise data to innovate, so that it can continue to grow
its product proposition as this is primarily conducted out of
the UK and US.
As we reported in FY20, the Group has adopted an approach
that we believe will allow us to manage the risks that Brexit
may bring, including:
• focusing on changes which may be required to
our products;
• the impact for our colleagues both in the UK and
Europe; and
• other legal, financial or tax implications which could arise
from a Brexit where there are no trade deals agreed.
The Group does not currently foresee any adverse material
impact on day-to-day operations due to the local nature of
our business operations and customer needs. Additionally,
we have low numbers of UK and EU colleagues based
outside their home countries. Where this is the case, the
risk has been mitigated due to protections put in place
by the UK and certain EU governments to enable such
citizens to continue to reside and work outside their
home countries. In relation to the use of personal data,
there remains uncertainty as to whether the UK will
receive a data protection regime adequacy decision from
the European Commission prior to the end of the Brexit
transition period. Whether the UK ultimately obtains
such an adequacy decision as a third country depends to
a significant extent on the result of political negotiations
with the EU. In the absence of an adequacy decision,
we must ensure alternative legal safeguards are in place
with respect to the transfer to, and processing by, the UK
business of personal data relating to individuals located in
the EU. We have been preparing, and continue to prepare,
on this basis, to facilitate the continued free flow of
personal data for permitted business usage.
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Principal risks and uncertainties continued

Principal risks
The Board and the Audit and Risk Committee carried out
a robust and ongoing assessment of the principal and
emerging risks facing the Group 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. In reviewing the principal
risks we evolved our Product Strategy principal risk to focus
upon Execution of our Product Strategy, incorporated our
Sustainable Processes and Controls principal risk within
individual principal risks to reflect the progress made in
FY19 and subdivided our Information as an Asset principal
risk into Data Strategy and Cyber Security and Data Privacy
to reflect our focus in these specific areas. In addition, we
added a new principal risk titled Live Services Management
to acknowledge the increasing importance of the live
services environment in underpinning our SaaS strategy.
We continued to simplify our risk reporting and align our
risk metrics and appetite statements with our strategic
goals. We also increased our visibility and reporting of
emerging risks, through incorporation into our principal
risk assessment and monitoring programme and through
dedicated ‘horizon scanning’ reviews.
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 against 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.
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The effective management of strategic, financial,
compliance and operational risks is critical to the success
of Sage’s strategy. By empowering and supporting our
leaders to manage risks locally within their business
and functional areas, we accelerate our progress against
our organisational goals.
Sage continually assesses its principal risks to ensure
continued and enhanced alignment to our strategy
and consideration of where Sage is currently on its
journey to becoming a great SaaS company.
Principal risks are formally reported to the Global Risk
Committee, alongside escalated local risks and emerging
risks. We manage risk in line with our risk management
policy and approach, as set out in Risk management
on pages 60 to 64. In FY20 we monitored and reported
against 11 principal risks. As detailed in the following table,
a range of measures are in place, or are being deployed or
developed, to manage and mitigate our principal risks.

Principal risk

Risk context

1 Understanding Customer Needs
If we fail to anticipate,
understand and deliver
against the capabilities
and experiences our
current and future
customers need in a
timely manner, they
will find alternative
solution providers.

Strategic alignment:
Customer
Success

Sage is a leader in key global
markets, and this assists us in
gathering valuable insights into
what our current and future
customers want and need. It
also helps us to better understand
the strengths, weaknesses and
appetite of our products and
services, and better develop
and 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.

Management and mitigation
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
• Detailed customer segment analysis is used to develop
segment-specific playbooks that support customerfocused development
• A Market and Competitive Intelligence team provides
insights that Sage uses to win in the market
• Utilisation of customer usage data and churn data, to
understand their appetite for products and features
• The interlock between our Customer Success teams,
marketing teams, and product teams to ensure that
the right solutions and products are provided to
our customers
• Master repository of customer MI by region and by
product which supports the identification of trends
such as time in product, seasonal trends and usage
• Ongoing refinement and improvement of market data
through feedback from the business, partners and
customers, including specific focus upon Covid-19
and the impact on SMBs
• Customer Advisory Boards, Customer Design Sessions
and NPS detractor call-back channels are used to
constantly gather information on customer needs
In progress:
• By providing ISVs with access to the Sage Developer
Platform, which is focused on the development of
bespoke solutions, we gain additional insights into
customer needs
• A Centre of Excellence is being created to support
our Indirect Sales and Third-Party Partner approach
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Principal risks and uncertainties continued

Principal risk

Risk context

2 Execution of Product Strategy
If we fail to deliver
the capabilities and
experiences outlined
in our product strategy
in a timely manner, we
will not meet the needs
of our customers or our
commercial goals.

Strategic alignment:
Customer
Success
Innovation

A key component of Sage’s
transition to a Software as a
Service (SaaS) company is the
delivery of cloud-native products
and solutions.
To achieve this, we need
to execute, in a sound and
methodical manner at pace, 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 for our current and future
customers’ requirements.

Management and mitigation
Improving risk environment
• Following a product rationalisation and prioritisation
exercise Sage’s product strategy was updated to
ensure that native cloud products are delivered in
line with customer expectations
• 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, with international delivery continuing to be
rolled out
• A Product Marketing team oversees competitive
positioning and product development to align products
with the needs of our customers
• Prioritisation of core product and service delivery in
key territories, including responding to the impact
of Covid-19
In progress:
• An assessment of the key dependencies within the
segment and regional plans, to ensure that plans meet
the minimal viability thresholds
• The continued enhancement of the Governance,
reporting and planning framework, to ensure that
strategic bets and plans align, are executable, and
for on-demand strategy performance reporting
• A review of the Partner Model framework across small
and medium segments to ensure strategic objectives
are being met
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Principal risk

Risk context

3 Innovation
If we fail to identify and
leverage disruptive
technologies and invest
in modern development
practices and tools in a
timely manner, we will
not meet the needs of
our customers or our
commercial goals.

Strategic alignment:
Customer
Success
Innovation

Management and mitigation
Stable risk environment

As Sage transitions into a
SaaS company 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,
services, or new ways of working.
Innovation requires us to address
how we encourage innovation
across our people, processes 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.

• Creation and growth of Sage AI Labs team to focus
and drive AI/ML development including to enhance the
capability of our products, starting with Sage Intacct
• Focused colleague engagement to accelerate
innovation across the organisation through a
Continuous Innovation Community
• Enhanced, consistent digital experience for all Sage
Business Cloud users through the Sage Design System
• Acquisition of AutoEntry provides automation of data
entry through AI and Optical Character Recognition
Technology for our accounting products
• Objectives integrated into the planning of each
segment and region to drive AI Transformation, Sage
Business Cloud adoption and innovation of product
features based on identified needs of customers
• Integration of the Pegg chatbot with Sage
Accounting, to enhance the product experience
using artificial intelligence
In progress:
• Simple, smart and open technology strategy to
provide API and microservices through a Sage
Developer Platform
• Strategic acquisition and collaboration with partners
to complement and enable accelerated innovation
• Platform Services delivered to Sage Business Cloud
to enhance value proposition for cloud adoption
• Leveraging Sage ID and the Sage Business Cloud
network to deliver a unified and highly personalised
experience for each customer across the entirety of
Sage Business Cloud
• 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
• Continuing development of Sage’s Service Fabric to
support the development of cloud solutions
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Principal risks and uncertainties continued

Principal risk

Risk context

4 Route to Market
If we fail to deliver a
bespoke blend of route
to market channels in
each country, based
upon common
components, we
will not be able to
efficiently deliver
the right capabilities
and experiences to
our current and
future customers.

Strategic alignment:
Customer
Success

Improving risk environment
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.
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.

5 Customer Success
If we fail to effectively
identify and deliver
ongoing value to our
customers by focusing
on their needs over
the lifetime of their
customer journey,
we will not be
able to achieve
sustainable growth
through renewal.

Strategic alignment:
Customer
Success
Colleague
Success
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Management and mitigation
• 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
• The Sage Partner Programme has been moved into the
marketing organisation to drive increased alignment of
the indirect channel to market
• New routes to market are being opened through
our partnerships with payment and banking
technology providers
In progress:
• Internationalisation of existing cloud-native products
(Sage Intacct, Sage People) through a partner-driven
sales model
• A Centre of Excellence is being created to support our
Indirect Sales and Third-Party Partner approach
Stable risk environment

In becoming a true SaaS company,
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.
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• 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
• A data-driven Customer Success Framework was
designed and piloted in UKI and is being rolled out
in phases to other major markets to enhance the
customer experience and ensure that Sage is better
positioned to meet the current and future needs of
the customer
• Continuous Net Promoter Score (NPS) surveying
allows Sage to identify customer challenges rapidly,
and respond in a timely manner to emerging trends
• The Customer Success Framework is being rolled
out in phases to other major markets to improve the
customer experience
• Customer Journey mapping and mapping of the
five core customer processes to ensure appropriate
strategy alignment and alignment to Target
Operating Model
• All customer success initiatives reassessed from a
Covid-19 perspective
In progress:
• Consolidation of CRM systems continues to provide an
efficient single view of the customer across all markets
• Delivery of the Customer Core Programme

Principal risk

Risk context

6 Third Party Reliance
If we do not embed our
partners as an integral
and aligned part of
Sage’s go-to-market
strategy in a timely
manner, we will fail
to deliver the right
capabilities and
experiences to
our customers.

Strategic alignment:
Customer
Success

Management and mitigation
Improving risk environment

Sage places reliance on third-party
providers to 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.
Sage has an extensive network
of sales partners critical to our
success in the market, and
suppliers upon whom it places
reliance. Carefully selecting,
managing and supporting these
partners and suppliers 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.

• 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
• The Sage Partner Programme has been moved
into the marketing organisation to drive increased
alignment of the indirect channel to market
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 thirdparty API developers
• Enhancement of our third-party management
framework, to support closer alignment and
oversight of third-party activities
• A Centre of Excellence is being created for our
Indirect Sales and Third-Party Partner approach

Annual Report and Accounts 2020 | The Sage Group plc.

71

Principal risks and uncertainties continued

Principal risk

Risk context

Management and mitigation

7 People and Performance

Improving risk environment

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

• Continued embedding of our operating model to
ensure decision making is made as close to the
customer as possible with the appropriate governance
and strategic direction in place
• Extensive focus on our hiring channels ensuring we
are attractive in the market through our enhanced
employee value proposition, enhanced presence
through social media such as Glassdoor, Comparably,
Twitter, LinkedIn, and Facebook
• Identifying new hiring channels, for example our
pathways programme which enables talented
returners who are struggling to find a route back
into work
• Focusing on entry level hiring through apprentice and
graduate programmes
• Ensuring our reward mechanisms incentivise and drive
the right behaviour with a focus on ensuring fair and
equitable pay in all markets
• Using a range of mechanisms – including digital
platforms – to recognise great performance and
outstanding achievements
• Focusing on the development of our leaders to ensure
they create the environment which enables colleagues
to thrive and perform at their very best
• Through our Sage Belong programme ensuring we
are supporting all colleagues to be successful at
Sage regardless of age, gender, sexual orientation,
ethnic origin or social background
• Encouraging collaboration across the organisation
through internal media channels, hackathon,
collaboration jams and Sage Foundation.
• Placing colleagues (and customers) at the heart of
our response to the Covid-19 pandemic, including the
availability of ‘Headspace’, our ‘Always Listening’ portal
and ‘Your Voice’ Hub

Strategic alignment:
Customer
Success
Colleague
Success

As Sage transitions into a SaaS
company, 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, an
environment where everyone
can perform at their very best.
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
voluntary attrition, and embracing
the values of successful SaaS
companies, Sage can increase
colleague engagement and create
an aligned high performing team.

In progress:
• Sage-wide reward and capability review ensuring we
have in place the SaaS skills and reward mechanisms
we need
• Design for emerging talent programme (including
VP development programmes)
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Principal risk

Risk context

8 Culture
If we do not fully
empower our
colleagues and
enable them to
take accountability
in line with our shared
Values and Behaviours,
we will be challenged to
create a SaaS culture,
that meets Sage’s
business ambitions.

Strategic alignment:
Customer
Success
Colleague
Success

Management and mitigation
Improving risk environment

The development of a shared
behavioural competency that
encourages colleagues to always
do the right thing, put customers
at the heart of business and drive
innovation will be critical in Sage’s
successful transition to a SaaS
company. 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
supports 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 success and drive
the engagement that results
in increased market share.

• Integration of Values and Behaviours into all of our
core colleague priorities including, performance
management, talent attraction, selection and
development, leadership development and onboarding
• 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 rolled out across Sage,
with annual refresher training
• Whistleblowing and Incident Reporting mechanisms
in place to allow issues to be formally reported
and investigated
• All colleagues are actively encouraged to take up to
five paid Sage Foundation days each year, to support
charities and provide philanthropic support to the
community. Support for Sage Foundation included
in bonus goals for our most senior leaders
• Placing colleagues (and customers) at the heart of
our response to the Covid-19 pandemic, including the
availability of ‘Headspace’, our ‘Always Listening’ portal
and ‘Your Voice’ Hub
• Sage Compliance has been transformed into Sage
Business Integrity, with a mandate to guide, support
and challenge the business to own and enhance its
Values and Behaviours
• In-person anti-bribery and corruption training has
been delivered to multiple regions, with the remaining
regions to be completed based on assessed risk
In progress:
• Creation of a culture framework and specific metrics
to drive Sage’s Values and Behaviours into the core of
the business
• Sales Capability Framework has been built with Values
and Behaviours embedded to act as a pilot for our
global Capability Framework approach
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Principal risks and uncertainties continued

Principal risk

Risk context

9 Cyber Security and Data Privacy
If we fail to responsibly
collect, process and
store data, together
with ensuring an
appropriate standard
of cyber security across
the business, we will
not meet our regulatory
obligations, and will
lose the trust of our
stakeholders.

Strategic alignment:

Information is the life blood of a
SaaS company – protecting the
confidentiality, integrity and
accessibility of this data is
critical for a data-driven 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 our data efficiently and
effectively to drive improved
business performance.

Customer
Success
Innovation

Management and mitigation
Improving risk environment
• Accountability is established within both IT and
Product for all internal and external data being
processed by Sage. The 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
and development for Sage
• A network of country-level data champions supports
the business in embedding Sage practices across the
organisation, with a particular focus on the
requirements of the GDPR
• Formal certification schemes are maintained, across
appropriate parts of the business, and include internal
and external validation of 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
• The Information Security Risk Management
Methodology continues to be deployed to provide
objective risk information on our assets and systems
• Ongoing assessment of the impact of working from
home, and any potential additional risks and required
enhancement in controls
In progress:
• Data governance forum is leading a review of how
Sage can provide maximum value to its current
and future customers, including through the use
of enhanced AI/ML capabilities
• A dedicated insider threat workstream to continually
develop and assess insider risk in Sage and update
response plans

74

Annual Report and Accounts 2020 | The Sage Group plc.

Principal risk

Risk context

10 Data Strategy
If we fail to identify,
maximise and utilise
the value of our data
and customer data
in a timely manner in
accordance with our
data principles, we will
not be able to realise
the full potential of
our assets.

Management and mitigation
Stable risk environment

Information is the life blood of a
SaaS company – 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.

Strategic alignment:

• IT and Product have been consolidated under a single
leader to drive alignment of data management practice
across the business
• Formation of a data strategy around seven initiatives
to support the delivery of real customer value and
solve real customer problems
• Data principles have been created
• New customer consent service initiated to allow
access to product telemetry
In progress:
• Establishment of a global data stack
• Data governance forum sponsoring a review of how
Sage can provide maximum value to its current and
future customers, including the use of enhanced
Artificial Intelligence /Machine Learning capabilities

Customer
Success
Innovation
11 Live Services Management

Stable risk environment

If we fail to maintain a
reliable, scalable and
secure live services
environment, we will
be unable to deliver
the consistent cloud
experience expected
by our customers.

• Formal onboarding process established and
executed including ongoing management in
Portfolio Management processes
• Incident and management change processes
adhered to for all products and services
• Report hosting and tool costs per product
• Published established tool standards
• Attained service level objectives including uptime,
responsiveness, and mean time to repair objectives
• An established forum for continuous assessment
and refinement
• Real Time Demand Management processes
and controls
• Disaster Recovery Capability and operational
resilience models

Strategic alignment:
Customer
Success
Innovation

As Sage continues to transition
into a great SaaS company, there
is a greater focus on ensuring that
we are able to continue to scale
our services environment in a
robust, agile, and speedy manner
to ensure the delivery of a
consistent and robust cloud
experience. This delivery could
relate to new technologies,
operating practices, and services.
Live Services Management must
provide the right Infrastructure
and Operations for all of our
customer products, a platform
to host customer products, the
governance to ensure they are
adhering to best practices, and
the oversight that ensures optimal
service availability, performance,
security protection and restoration
(if required).

In progress:
• Continued enhancement and development of our
robust security programmes
• Continue to reinforce accountability and ownership
across Product Owners, underpinned by ongoing risk
assessments at segment and category levels
• Future state live services environment Transformation
Plan developed and being deployed

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.

Annual Report and Accounts 2020 | The Sage Group plc.

75

Principal risks and uncertainties continued

Viability statement
Assessment of prospects and viability period
In accordance with provision Section 4.31 of the 2018 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 have assessed the prospects of the Group
by considering the Group’s current financial position, its
recent and historic financial performance and forecasts,
its business model and strategy (pages 12 to 13 and 22 to 27)
and the principal risks and uncertainties (pages 65 to 75).
In addition, the impact of the Covid-19 pandemic has been
considered in determining the impact of the severe but
plausible scenarios.
The Group’s operational and financially robust position is
supported by:
• High quality recurring and subscription based revenue;
• Resilient cash generation and strong liquidity position as
demonstrated by cash generation in excess of £350m for
the past three years; and
• A well diversified small and medium customer base.
The Directors have reviewed the period used for the
assessment and determined that three years remained
suitable despite the ongoing economic uncertainty
associated with the Covid-19 pandemic. Whilst the severity
and duration of the impact of Covid-19 on the economy
remains uncertain, the Directors are of the view that
projections over a three-year period remain appropriate
given the relative predictability of cash flows associated
with Sage’s subscription business.
This period aligns our viability statement with our three-year
strategic planning horizon and is appropriate given the nature
and investment cycle of a technology business. Projections
beyond this period are less reliable, particularly at this point
in Sage’s SaaS transition as we focus on acceleration of
growth in cloud-based solutions and rationalisation of the
legacy product portfolio.
The Directors have no reason to believe the Company
will not be viable over a longer period. However, given
the nature of the Group’s investment cycle and ongoing
transition, the Directors consider a three-year period to
be appropriate in forming a reasonable expectation on the
Group’s longer-term viability.

The assessment process
In forming the viability statement, the Directors carried
out a robust assessment of the principal risks and
uncertainties facing the Group which could impact the
business. These are reviewed by the Board and the Audit
and Risk Committee quarterly and are a foundation for the
Group’s strategic plan. The potential impact of Brexit has
been considered and it is not deemed to have a significant
impact on this assessment due to the geographically
diverse nature of Sage’s business.
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Whilst the impact of Covid-19 on the Group’s FY20 financial
performance has been limited, the Group is subject to
increased uncertainty in the near term, particularly from the
potential impact on our customers of extended lockdowns
and winding down of government support mechanisms.
However, the business’s long-term strategy for value
creation in its core markets remains unchanged. The
pandemic has accelerated digital transformation among
small and medium businesses, creating a greater focus on
the need for cloud-based solutions which in turn provides
an opportunity for us to support customers by accelerating
our strategy in this area.
The financial forecasts contained in the plan make certain
assumptions about the composition of Sage’s product
portfolio, the uptake of subscription services across our
core markets and the acceptable performance of the core
revenue streams and market segments. They assume that
debt instalments are paid as they fall due.
As part of the assessment the Group stress tests the
plan using various severe but plausible scenarios. 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
several different severe scenarios were considered
where principal risks arose in combination. The scenarios
were developed with input from the Group’s Global Risk
Committee which comprises representation from critical
areas across the business.
Additional scenarios have been modelled in the year
to reflect the changing risk landscape of the business.
Specifically, a Live Services Environment risk has been
included due to the increasing importance of hosting
capacity as we accelerate the transition towards
Cloud Native in both the small and medium segments.
Furthermore, a Global Economic Shock scenario has been
modelled, reflecting the specific risk associated with a black
swan recessionary event.
The Group’s forecasts and projections have been stress
tested to reflect a range of possible adverse effects of this
scenario. Under these additional stress scenarios, churn
assumptions have been increased by around 100% and
a complete collapse in new customer acquisition is
considered. In these more extreme scenarios, the Directors
have considered the further actions that could be taken to
mitigate negative cash flow impact and ensure additional
liquidity is available. In both cases, the risks are mitigated in
full through cost management measures without triggering
the need to renegotiate debt.
The scenarios considered to be the most plausible and
significant in performing the assessment of viability and
the combination of principal risks involved are shown on
the next page.

Scenario modelled

Principal risks included in the scenario

1. Malicious data breach impacting data subjects across Sage Group

•
•
•
•
•
•
•
•
•

Understanding Customer Needs
Customer Success
Innovation
Route to Market
People and Performance
Culture
Cyber Security and Data Privacy
Data Strategy
Live Services Management

2. Accidental data breach in a major market

•
•
•
•
•
•
•
•
•

Understanding Customer Needs
Customer Success
Innovation
Route to Market
People and Performance
Culture
Cyber Security and Data Privacy
Data Strategy
Live Services Management

3. Existing or new market disruptor

•
•
•
•
•
•
•

Understanding Customer Needs
Execution of Product Strategy
Innovation
Route to Market
Customer Success
Cyber Security and Data Privacy
Data Strategy

4. Global economic shock, collapsing small and mid-market customers

•
•
•
•

Execution of Product Strategy
Route to Market
Customer Success
Understanding Customer Needs

5. Live services failure

•
•
•
•
•
•
•

Understanding Customer Needs
Execution of Product Strategy
Innovation
Route to Market
Customer Success
Cyber Security and Data Privacy
Live Services Management

The deliberate targeting of data relating to data subjects by malicious
or criminal actors would have a significant impact on Sage’s reputation
in the market, as well as impact its regulatory compliance in the various
data protection laws to which Sage is subject. This scenario considers the
impacts on both customer data and Sage colleague data.

An accidental release of customer or colleague data within a major market
within a short period of time could have a significant impact on Sage’s
reputation in the market, as well as impact Sage’s regulatory compliance.

The entry of a new player, merger/ acquisition, or the expansion of an
existing market player in the financial and accounting management space
with a free or very low cost offering that significantly disrupts up to 15% of
Sage’s total market share.

The crystallisation of a global economic shock which leads to a global
economic downturn, resulting in small to medium businesses failing to stay
afloat or struggling to pay for products / services, e.g. a significant number
of customers fail or are unable to pay for Sage’s products and services for a
number of months.
The risk of an event that causes the live services environment to be brought
down due to the operating environment being changed internally through
product or system changes, external or internal cyber-attack/ malicious
attack, or a key third party provider being impacted or brought down.

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.
Consideration of the impact of Covid-19 is specifically factored into Sage’s three-year forecast, with a specific recessionary
stress applied in scenario 4 to reflect the higher level of uncertainty which currently exists globally.
The impacts were modelled for both year one and year three of the forecast period to ensure that expected changes in the
Group’s product mix, through migration towards a greater proportion of cloud-based products, or repayment of financing did
not adversely impact on the Group’s viability.
As set out in the Audit and Risk Committee Report on pages 113 to 119, 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 level of churn and deterioration in new customer acquisition which would be required to trigger a breach in the Group’s
covenants or exhaust cash down to minimum working capital requirements.
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 at least the next three years.

Annual Report and Accounts 2020 | The Sage Group plc.

77

