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Organic recurring
revenue growth

5.4%
FY20: 8.4%

Organic operating
margin

19.3%
FY20: 22.0%

Strategic KPIs
Renewal
by value

Subscription
penetration

99%

70%

Annualised recurring
revenue (ARR) growth

Sage Business
Cloud penetration

FY20: 99%

7.7%
FY20: 4.7%

FY20: 65%

67%
FY20: 60%

Other key highlights
Underlying cash
conversion

Statutory revenue
growth

126%

(3.0)%

Organic revenue growth

Dividend

FY20: 123%

3.1%
FY20: 3.6%

FY20: (1.7)%

17.68p
FY20: 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 nonoperational 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 42.

Knocking down barriers
Sage works with millions of small and mid-sized businesses
(SMBs) around the world, helping them with our technology
and our support, and seeking to make their lives easier and
knock down barriers to success.

For a summary of our
strategic framework
see page 3.

To ensure we continually meet the needs of our customers
and support the communities in which they operate, we have
refreshed our strategic framework. Our purpose is to knock
down barriers so everyone can thrive. Our ambition is to be
the trusted network for SMBs, building experiences that
connect, remove friction and deliver insights.
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At a glance
About Sage
Sage exists to knock down barriers so everyone can thrive, starting with the millions of small and
mid-sized businesses served by us, our partners and accountants. Customers trust our finance,
HR and payroll software to make work and money flow. By digitising business processes and
relationships with customers, suppliers, employees, banks and governments, our digital network
connects SMBs, removing friction and delivering insights. Knocking down barriers also means we
use our time, technology and experience to tackle digital inequality, economic inequality and the
climate crisis.

Where we operate

Global reach, local focus

39%

39%

North America*

International*

22%

Northern Europe*

Learn more about our cloud
solutions on pages 8-9.

17

11,700

92%

Countries

Colleagues globally

Recurring revenue*

** Percentage of total organic revenue.
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Purpose

To knock down barriers
so everyone can thrive

Ambition

To be the trusted network for
small and mid-sized businesses
- an integrated experience of
digital and human connections
Strategic priorities

Scale
Sage Intacct

Expand medium
beyond financials

Build the
small business
engine

Scale
the network

Learn
and disrupt

Learn more on pages 16-17.

Sage promises to our stakeholders
Customers

Colleagues

Society

Shareholders

We build every experience
with human insight
and ingenuity.

We are committed to people,
driven by innovation,
energising everyone
to make a difference.

We tackle digital inequality,
economic inequality and the
climate crisis, using our time,
technology and experience.

We target
sustainable growth in
shareholder value.

Learn more
on pages 14-15.

Learn more
on pages 38-40.

Learn more
on pages 29-31.

Learn more
on pages 22-23.
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Chair’s statement

Accelerating growth with purpose
“ Building on our strategic investment
across Sage Business Cloud, and our
focus on accelerating growth
particularly in cloud native solutions,
the Group enters FY22 in a strong
position and with momentum.”
Andrew Duff
Chair

I am delighted to be able to share my thoughts with you for
the first time since becoming Chair of Sage on 1 October.
I have already observed many strong qualities across
the organisation, including first and foremost the energy,
enthusiasm and talent evident among colleagues. Through
their commitment, Sage plays a vital role in supporting
Small and Medium Businesses globally. The opportunity
to oversee and support the long-term success of the Group
as it builds on its transformation to a subscription-based
cloud business is an exciting one – and one to which I’m
fully committed.
I am grateful to the Board, Executive Committee and
broader team for their warm welcome. I’d particularly
like to thank my predecessor, Sir Donald Brydon, for his
strong support and counsel during the transition, and for
his service and impact over the nine years of his tenure.
He leaves behind a focused business with a clear strategy
and purpose and a strong management team.

4
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Purpose-driven performance
The Board has adopted a new strategic framework for
the business, governed by the Group’s purpose: to knock
down barriers so everyone can thrive. This governing
purpose defines our attitudes to each other and to the
communities and customers with whom we interact.
Our purpose complements an understanding of the wider
economic significance of a thriving SMB sector. Serving
and supporting SMBs is at the heart of what Sage does,
not only through its software and digital solutions, but also
through access to its network as well as the business advice
it provides.
It is clear that a close alignment between our business
activities and Sage’s wider purpose is central to the
sustainability of the Group, as we create solutions that
meet the current and future needs of our customers, while
fostering a culture that embraces diversity and inclusion.
Encouraging innovation is key, as the Group continues to
enhance the capabilities of Sage Business Cloud, making it
a more compelling digital environment in which customers
can connect, collaborate and do business.

Looking back at FY21
The Group entered the year amid ongoing uncertainty
relating to the Covid-19 pandemic. However, thanks to a
continued focus on execution, and reflecting our increased
strategic investment in sales, marketing and innovation,
the Group achieved a strong operational and financial
performance, gaining momentum throughout the year.

The Board maintained effective engagement with its key
stakeholders, despite working remotely for most of the year.
In September the Board met together, in person, for the first
time since February 2020. Several Board members had not
met each other in person since appointment, and it was an
energetic and inspiring meeting. I look forward to building
a strong cohesive dynamic over the coming months.

Subscription revenues grew by 11% on an organic basis
to £1.24bn, with 70% of Group revenue now coming from
subscription, up from 65% last year. Sage Business Cloud
revenue grew by 19% to over £1bn, and Sage Business
Cloud penetration is 67%, up from 60% last year. While
organic recurring revenue grew by 5.4% during the year, the
increasing momentum generated through strong execution
led to annualised recurring revenue (ARR) growth of 8%.
The principal driver was cloud native ARR, which grew by
44% to £347m. Organic operating profit margin declined by
three percentage points to 19%, reflecting the Group’s
significant strategic investment during the year.

I have been particularly impressed by the way that Sage has
implemented the Board Associate innovation – currently
filled by Pamela Novoa Ralli, VP of Business Development
(Partners & Alliances), based in Atlanta. Pamela has brought
valuable insight and a colleague perspective to Boardroom
discussions, enabling the Board to hear more of colleagues’
views while generating a greater understanding of the role
of the Board among colleagues. Supporting her work is the
Associates’ Council, which was formed last year and
provides the Board with a wider range of colleague views
and sentiment.

The Group remains strongly cash generative with underlying
cash conversion of 126%. During the year Sage initiated
share buyback programmes totalling £600m, reflecting
the proceeds from recent disposals while also considering
potential future capital requirements to support both
organic and inorganic growth. In line with our policy
of maintaining the dividend in real terms, the Group
is proposing to increase the full-year dividend by 2.5%
to 17.68p.

Building on our strategic investment across Sage Business
Cloud, and our focus on accelerating growth particularly in
cloud native solutions, the Group enters FY22 in a strong
position and with momentum.

The pandemic has presented many challenges to our
colleagues and our customers. It is with much gratitude
that I wish to acknowledge the way in which every colleague
embraced the challenges and the new ways of working
necessary to maintain our progress and support our
customers, while looking after their families, parents
and children.
Travel between the UK and our businesses in North
America, South Africa and Europe has been almost
impossible for our leadership during the past 18 months.
Despite this, I am delighted that all of these businesses have
made substantial progress in 2021 and I greatly look forward
to personally visiting these regions in the near future.

The Board in FY21
In March 2021, the Board was pleased to welcome Derek
Harding as a Non-executive Director and member of the
Audit and Risk Committee, bringing a wide range of financial
leadership experience. A brief biography of Derek can be
found on page 71. In April, Sangeeta Anand, who joined
the Board last year, was appointed to the Audit and Risk
Committee, further strengthening the technology skills
of the Committee.
In June we launched our Sustainability and Society strategy,
setting out new commitments to address societal and
economic inequality and to play our part in tackling the
climate crisis, including targeting net zero carbon emissions
by 2040. As a Board, we believe Sage can play a pivotal role
in supporting a new generation of diverse and sustainable
businesses, and we are committed to investing in education,
technology and the environment as we execute on
this strategy.

Looking forward to FY22 and beyond

The Group’s new strategic framework promises customer
experiences created with human insight and ingenuity, and
recognises the increasing value to customers of the digital
network that Sage solutions enable; connecting companies
with their employees, suppliers, customers and regulatory
authorities. Under this new framework, Sage’s ambition
is to be the trusted network for SMBs, delivering value to
customers by building experiences that connect, remove
friction and fuel confidence. To realise this, our focus will be
on delivering against five strategic priorities. You can read
more about these new priorities on pages 16-17.
I look forward to the future with confidence, as Sage delivers
on its purpose of knocking down barriers to help everyone
thrive. I truly believe that through our focus on meeting our
customers’ needs and the commitment of our talented
colleagues, together with the financial strength of our
business, Sage is well placed to deliver high-quality,
sustainable growth to the benefit of shareholders and
all our stakeholders.
The Board’s statement in respect of matters pertaining
to section 172(1) of the Companies Act 2006 is set out on
page 26.
Further insight into the activities of the Board for FY21 can
be found on pages 96 to 101.

Andrew Duff
Chair
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Market opportunity

Growing market opportunity
as businesses accelerate their
digital transformation
Total addressable market (TAM)

Accelerating cloud growth

Sage’s TAM is forecast to reach $38bn in 2022 (5% growth
year-on-year) and exceed $40bn in 2023 (6% growth
year-on-year). Included within this TAM is Accounting and
Financials, HR and Payroll applications for businesses with
up to 2,000 employees. The TAM comprises over 67 million
small and medium businesses.

Digital transformation among Sage’s customers is
accelerating, partly driven by the global pandemic, as SMBs
globally prioritise flexibility, resilience and productivity. TAM
growth in 2022 and 2023 is comprised of 12% cloud growth
and a 1% decline in the on-premise market. Cloud adoption
rates globally are forecast to reach 55% in 2022 and 58% in
2023. The US is the most cloud-adoptive region and forecast
to reach 65% in 2023, with the UKI expected to be at 56%
and France at 41%.

Growth in cloud share of TAM

Total
addressable
market (TAM)
set to be worth
>$40bn in 2023

Company estimate based
on external sources

6

2021: $18.8bn
2022: $20.9bn
2023: $23.5bn
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12% CAGR

Unique capabilities
to capture the market opportunity
Through its well-established and trusted
brand, Sage’s global scale combined with local
expertise provides a unique understanding of
the needs of SMBs.
We have a track record of taking our customers through
a changing business environment over many years and
we have that expertise all over the world.
Sage’s solutions enable businesses to be more productive
by automating processes and providing better business
insights, continuously enriched through innovation.
Our differentiator is our ability to deliver an experience to
our customers which is both digital and human and to do
it globally.
Our well-established partner network of accountants
and resellers, together with a growing ecosystem of ISVs,
enhances our capabilities and reach, enabling us to scale
and grow.

Sage’s strong digital and direct sales presence is
further enhanced by a global network of partners
contributing significant indirect sales:

80,000

Accountants who advise
and sell Sage solutions

40,000

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

Dozens

700

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

1,400

Partner integrations
in our marketplace

Of strategic alliances
including Microsoft,
PwC, Amazon

Our Competitive Advantages
We have unrivalled global reach and unique
local focus
The span of Sage’s customer base, from start-ups
to the mid-market, and its global presence in major
economies, provides unique insight into SMBs and
their changing needs

We are a trusted partner
Sage has a strong reputation as a trusted advisor,
renowned for keeping customers safe and compliant,
which increases loyalty

We have a world-class cloud product portfolio

We build enduring relationships

Sage continually innovates and invests in technology
to provide market-leading solutions that connect Sage
Business Cloud customers into a single digital network

Sage prides itself on the strength of its customer
relationships and its ecosystem of reseller partners,
accountants and ISVs, all supported by a dedicated
team of customer services colleagues

Annual Report and Accounts 2021 | The Sage Group plc.
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Our products

Creating products and services that
connect, remove friction and deliver insights
Our solutions, whether cloud native or cloud connected, enable businesses to be more productive,
resilient and flexible. We are continuously innovating to enrich these solutions, not just adding better
features but providing a rich digital environment, a network of applications and services that make it
easier for customers to connect, collaborate and do business.

Sage serves millions of small and mid-sized customers around the world
Small businesses

Mid-sized 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. Our
solutions are simply tailored to their specific needs, enabling
them to prioritise their time and stay on top of regulations.

Mid-sized customers are often scaling and transforming,
with functions structured around specialist teams and
departments. They are focused on growth and efficiency,
requiring insight and automation. Our solutions give finance
and HR professionals insights to help their organisations
analyse, strategise, and anticipate, by effectively integrating
processes and procedures.

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 of ISV apps and emerging tech across
Artificial Intelligence, Machine Learning and automation.

Cloud connected
and hybrid solutions
Mid-sized
businesses

Small
businesses

Cloud native solutions

Sage X3

Sage Intacct

Sage 200cloud

Sage People

Sage 50cloud

Sage Accounting
Sage Payroll
Sage HR

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

8
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Cloud native solutions offer anytime, anywhere
availability, automatic updates and full access
to a wide ecosystem of partners and ISVs,
in a hosted environment.

Supporting customers
with award-winning solutions
Sage Intacct

Sage Accounting

Sage Intacct is a best-in-class provider of cloud
accounting software products and financial
management solutions that deliver deep accounting
capabilities across multiple industries, designed to
accelerate customer success.

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.

Industry analysts have named
Sage Intacct as a Visionary.
Sage Intacct provides finance
professionals with a powerful cloud
financial management platform,
offering deep multi-dimensional
accounting, automation for
efficient financial operations and
sophisticated visibility for real-time
decision making.

Sage Accounting is a cloud-based
solution designed for small
business owners and sole traders
operating in any industry – from
professional services to
construction to retail. It enables
customers to quickly and easily
create and track invoices, track
cash flow, accept payments, record
transactions, automate admin,
capture expenses, and much more.

by taking a photo of receipts,
invoices, and supplier statements.
Accounting Plus offers all the
Standard features plus support
for multiple currencies and
inventory management, targeting
professional users. Over time,
our objective is to launch Sage
Accounting into other geographies,
using the UK go-to-market as a
blueprint for success.

Sage Accounting Start is ideal for
sole traders and micro-businesses.
Accounting Standard is designed
for small businesses, offering more
advanced features through the
integration of AutoEntry which
enables data capture and upload

As part of our suite of solutions
catering to small businesses, Sage
Payroll and Sage HR (formerly
CakeHR) are both available as
add-ons and integrate seamlessly
with Sage Accounting.

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, giving them the flexibility to

easily add more functionality as
they scale and grow.
Sage Intacct serves customers
in the medium segment, focusing
on services-centric industries
as well as construction and real
estate and wholesale distribution,
ensuring the product strategy is
laser-focused on customer needs.
Sage Intacct is available to
customers in the US, Canada,
Australia, UK and South Africa.

Sage Payroll

Sage People

Sage X3

Sage Payroll software helps
small businesses manage
their payroll with confidence.
Sage Business Cloud payroll
is an intuitive, cloud-based
payroll solution that helps
customers to run their payroll
reliably and flexibly, including
pensions filing and HMRC
submissions and compliance.

Sage People empowers
leading multinational, mid-size
organisations to build great
employee experiences that truly
engage and inspire their people.
A cloud HR and People system
that allows businesses to
effectively respond to changing
priorities, Sage People uses
powerful automation,
comprehensive analytics, and
flexible workflows to ensure
global workforces can adapt and
thrive, whilst staying connected.

X3 provides faster, more
intuitive and tailored business
management solutions than
conventional ERP for productcentric businesses looking to
thrive and stay competitive in the
face of growing complexity. X3
transforms how businesses
manage people, processes and
operations, allowing them to
embrace change at speed.

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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Chief Executive’s review

Sustainably growing
for our stakeholders

“ We have consistently delivered
against our strategic priorities,
and growth is now accelerating.
Small and mid-sized businesses are
adopting digital solutions faster
than ever, and Sage is ideally
positioned to support them.”
Steve Hare
Chief Executive

Sage delivered a strong performance in FY21.
We achieved recurring revenue growth ahead
of our initial expectations and ended the year
with real momentum, supported by our strategic
investment in sales, marketing and innovation.
Our cloud native solutions have performed
particularly well, as more new customers choose
Sage to take care of their accounting, people
and payroll processes - removing friction and
delivering insights into their business
performance.

These organisations are the inspiration behind Sage’s
purpose, and they have driven our strong performance in
FY21. SMBs have shown remarkable resilience, and I am
grateful to our colleagues and partners for everything they
have done to support our customers through this period.

Ever since Sage was founded, we have been serving small
and mid-sized businesses (SMBs) with our software and
support, removing friction from their business processes,
and helping them thrive and grow. SMBs make up over 99%
of all businesses in most developed economies and have a
broad-reaching impact on the wellbeing, economic and
otherwise, of their owners, employees, customers and the
communities in which they operate.

Financial performance

10
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Sage began FY21 amid the uncertainties of the Covid-19
pandemic, with a commitment to increase our strategic
investment in sales, marketing and innovation, accelerate
growth, and continue to embed SaaS capabilities and
culture throughout the organisation. This approach built
on the strong foundations created through our consistent
focus on strategic execution, and led to a strong financial
performance for the year.

In FY21 the Group achieved organic recurring revenue
growth of 5% to £1,637m, and organic total revenue growth
of 3% to £1,778m. The increase in recurring revenue was
underpinned by a 19% rise in Sage Business Cloud revenue
to £997m, reflecting strength from new customer
acquisition together with continued progress in migrating
existing customers from desktop to cloud solutions.

Organic operating profit was £343m, representing a
margin of 19.3%, which reflects the Group’s additional
strategic investment in sales and marketing and product
development (R&D) to accelerate growth in Sage Business
Cloud, primarily in cloud native.

Drivers of growth
Sage’s ARR increased by 8% to £1,680m (FY20: £1,560m),
accelerating significantly in the second half across all our
regions, reflecting strong levels of growth balanced between
new and existing customers.
This was underpinned by particularly strong cloud native
ARR growth of 44% to £347m (FY20: £240m), driven by
a good performance across our cloud native portfolio
including strong new customer acquisition for Sage Intacct
and Sage Accounting, together with migrations principally
to Sage HR and to Sage Partner Cloud.
In total, Sage added £140m of ARR through new customer
acquisition (including reactivations) during the year, up from
£90m in FY20, through an improving customer proposition
supported by increased sales and marketing spend.
Across the Group, existing customer renewal rates have
been strong, with churn slightly below pre-Covid levels.
Renewal rate by value of 99% is in line with FY20 and
reflects a strong performance in customer add-ons during
the second half, together with a continued focus on
customer retention.

Our strategic progress
Three years ago I put in place a clear strategic framework to
create focus and drive the simplification of the Group. Since
then, Sage has made significant strategic progress. 92% of
the Group’s revenue is now recurring, with 70% coming from
software subscriptions, up from 45% in FY18. Sage Business
Cloud penetration has risen from 31% in FY18 to 67%,
powered by strong growth in both cloud native and cloud
connected solutions.
We have increased investment significantly across the
business. Around 16% of recurring revenue is now spent
on R&D, up from 13% in FY18 and, following a programme
of disposals by the Group, this investment is now focused
on a significantly smaller product and regional footprint.
Sage has also reshaped its operating model and culture to
drive more innovation, speed and customer centricity as a
SaaS-focused business.
I believe this investment and focus is now starting to pay
off, as growth accelerates across all regions driven by Sage
Business Cloud. There are several factors underpinning the
quality of this growth. Firstly, a compelling cloud native
portfolio based around Sage Intacct for mid-sized
businesses and Sage Accounting for small businesses,
backed with efficient sales and marketing, is driving
new customer acquisition. Secondly, our cloud connected

8%

ARR growth (FY20: 5%)

44%

Cloud native ARR growth (FY20: 26%)

99%

Renewal by value (FY20: 99%)

portfolio is enabling Sage 50 and Sage 200 customers to
enjoy a cloud experience while retaining their existing
systems and workflows. And thirdly, we are creating a
digital network of applications and services, through
which our customers are able to digitise more aspects
of their business.
At our FY20 results we set out a number of strategic
priorities to accelerate the execution of our strategy.
Our progress against these priorities during FY21 is
outlined below.

Growing in our target markets
In Northern Europe, we continued to make progress in cloud
native solutions for small businesses. By improving the
customer experience and investing in sales and marketing,
new customer additions for Sage Accounting increased by
80% in FY21, while for Sage Payroll they doubled, supported
by a strong attach rate to Sage Accounting.
In North America, momentum in solutions for mid-sized
businesses strengthened during the year, particularly in
Sage Intacct, driven by product enhancements, sales and
marketing investment, and broader distribution. Across
the Group, we added more than 2,000 new Sage Intacct
customers, an increase of over 50% compared to FY20.
Retention rates across the Sage 50 and Sage 200 product
families have also remained strong.
In our newly created International segment, growth has
centred around cloud connected products, together with
a significant contribution from cloud native, including Sage
Partner Cloud, X3 Cloud and Sage Intacct. Leveraging our
global scale, we’ve recently introduced new cloud native
solutions in these markets, including in France, Spain and
Germany, and further launches are planned to drive growth
across the region.

Annual Report and Accounts 2021 | The Sage Group plc.
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Chief Executive’s review continued
Investing to accelerate growth
Our sales and marketing investment has been focused on
growing digital marketing spend and enhancing our sales
capacity and capability. We have also invested in the Sage
brand, helping to attract new audiences to Sage solutions.
The “Boss It” campaign has continued to spur strong
demand for our small business solutions in the UK, and was
also launched in other markets including South Africa and
Canada, driving significant increases in website visitors and
online conversion.
Our investment in product development (R&D) has focused
on driving innovation, including developing the Sage
Business Cloud digital network, enriching our cloud
solutions, and enhancing our AI capabilities:
• We have invested in the Service Fabric, our microservices
architecture, to support the deployment of new cloud
services, where we’ve seen a significant increase in
customer engagement.
• We have enhanced our cloud banking and e-invoicing
services, and we launched a new automated tax
determination service that processed over 7 million
transactions on its first day.
• We have continued to grow our team of data scientists
and AI engineers and expand our Machine Learning
infrastructure, investing in innovative solutions such
as the General Ledger Outlier Detection tool, Sage
Intelligent Time, and a new predictive absence
management tool.
• We have been working in partnership with Tide to
provide small business owners and entrepreneurs with a
combined banking and accounting product, connecting
Tide members to Sage’s new accounting and compliance
as a service (ACaaS) platform.
• We have invested in how we serve accountants, acquiring
GoProposal, a cloud native client onboarding solution,
and we will launch a new cloud native practice
management solution in the UK shortly.
• We have also invested in a number of complementary
businesses including BrightPearl, an eCommerce
solutions provider, and CountingUp, a mobile-based
banking and accounting start-up.

Our five strategic
priorities help drive the
growth and long-term
success of the Group.

12
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Additionally, Sage Intacct was recognised as a Visionary by
Gartner in its 2021 Magic Quadrant for Cloud Core Financial
Management Suites, and it achieved the highest product
score in the Core Financials for Lower Midsize Enterprises
Use Case, for the fifth consecutive year.

Engaging colleagues
We are committed to further embedding SaaS capabilities,
based on an innovative and high-performing culture. During
the year, new customer-centric programmes were introduced
for all colleagues. These includes our ‘10x Innovation’
programme which trains colleagues in design thinking
methodology and helps to instil a culture of human-centred
innovation and experimentation across the Group.
We continue to prioritise all forms of colleague wellbeing,
to shape our culture, create a more inclusive environment,
and develop sustainable high performance. During the year
we launched our Flexible Human Work initiative. Co-created
with our colleagues, this framework sets out the future of
work at Sage and empowers teams to experiment with how,
when and where colleagues work.
In September we achieved our highest colleague NPS score
to date, and have made progress across other key measures
of colleague engagement – including further awards
received from organisations including Glassdoor and
Comparably – showing that colleagues recognise our
focus in this area.

Simplifying the business
During the year, we completed the disposals of Sage’s
businesses in Poland, Asia and Australia, as previously
announced. We also announced an agreement to sell Sage’s
business in Switzerland; this transaction is expected to
complete during the first half of FY22. Both Sage’s business
in Switzerland and its South African payroll outsourcing
business remained held for sale at the end of FY21. Sage’s
disposal programme is now largely complete, resulting in a
simplified Group structure, with management and capital
resources focused on fewer, larger geographies.
In addition, in September Sage announced an organisational
restructuring to further simplify and streamline our
operations, including the removal of around 800 roles.
We expect to fully reinvest the resulting cost savings in
areas that are key to Sage’s long-term success including

Scale Sage
Intacct

Accelerate the expansion
of Sage Intacct in existing
and new markets.

Expand
medium
beyond
financials

Broaden the value
proposition for mid-sized
businesses.

customer experience and brand, technology and innovation,
and AI and data. Associated one-off restructuring costs
of £67m have been recognised in FY21.

Sustainability and Society
Sage plays a key role in supporting the small and mid-sized
businesses that form the backbone of economies around
the world, helping to bring prosperity to their owners and
staff, and to the communities in which they operate. In June,
Sage launched its new ‘Sustainability and Society’ strategy,
aiming to support a new generation of diverse and
sustainable businesses, tackle societal and economic
inequality, and play its part in the race to net zero carbon.
Key initiatives include partnering with social enterprise
MyKindaFuture to provide mentoring and training for
disadvantaged people in the UK in starting their own
business, partnering with non-profit lending platform Kiva to
improve financial inclusion in communities around the world
that find it hard to start or grow businesses, and partnering
with the Institute of Engineering and Technology to deliver
a STEM skills education programme to young people in
deprived communities.
Sage has also pledged to help protect the planet by
achieving net zero emissions by 2040, and by halving
its carbon emissions by 2030. In addition, Sage recently
launched its Sustainability Hub, providing SMBs with
expertise and advice on how to reduce their carbon.
These initiatives build on the longstanding work of the Sage
Foundation which celebrated its fifth birthday this year. Over
this period, we have built an action-oriented volunteering
programme, with colleagues, their families and partners
giving over 22,000 volunteering days to our communities
and the environment across all of our markets in FY21.

Refreshed strategic framework for FY22
and beyond
Looking ahead to FY22, we have refreshed our strategic
framework to reflect the Group’s evolving priorities.
Our purpose is to knock down barriers so everyone can
thrive, recognising that as Sage removes friction to help
SMBs thrive, they in turn have a positive effect on the
economies and communities in which they operate.
Our ambition is to be the trusted network for SMBs,
as we develop our existing technology footprint into a

Build the
small business
engine

Create a scalable digital
‘engine’ to acquire and
serve small business
customers.

Scale the
network

Increase participation
in Sage’s network
and accelerate the
network effect.

digital network of applications and services which connect,
remove friction and deliver insights for customers. To serve
our purpose and achieve our ambition, we will focus on five
strategic priorities (set out on pages 16 to 17) that will help
Sage create value for customers, colleagues, society and
shareholders, in FY22 and beyond:
• Scale Sage Intacct – accelerate the expansion of Sage
Intacct in existing and new markets;
• Expand medium beyond financials – broaden Sage’s value
proposition for mid-sized businesses;
• Build the small business engine – build a scalable digital
‘engine’ to acquire and serve small business customers;
• Scale the network – increase participation in Sage’s
network and accelerate the network effect; and
• Learn and disrupt – build innovative solutions underpinned
by a culture of continuous learning and disruption.
Having reshaped and invested significantly in the Group
over the last three years, we are now focused on growing
the business in absolute terms, both organically and
through acquisitions. I am confident that, through our
refreshed strategic framework, we will deliver further
sustainable growth, driving the success of Sage now
and in the long term.

Outlook
We expect to achieve organic recurring revenue growth
in the region of 8% to 9% in FY22, driven by continuing
strength in Sage Business Cloud, and in cloud native
revenues in particular. We also expect other revenue
(SSRS and processing) to continue to decline, in line with
our strategy. Consistent with previous guidance, organic
operating margin is expected to trend upwards in FY22
and beyond, as we now focus on scaling the Group.

Strategic Report
Our Strategic Report on pages 1 to 66 has been reviewed
and approved by the Board.

Steve Hare
Chief Executive

Learn
and disrupt

Learn more
on pages
16-17.

Build innovative solutions
underpinned by a culture
of continuous learning
and disruption.
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Addressing and adapting to customer macrotrends

Evolving our strategy
Sage has made significant progress in
delivering the strategy we set out at the
start of FY19, reshaping its operating model
and culture as a SaaS-focused business.
Our market continues to develop and
grow. When we talk to our customers,
three key macrotrends feature
consistently. We’ve evolved our strategic
focus to build on our progress so far and
reflect these trends and this has shaped
our new strategic framework set out on
pages 16 to 17 in this report.

Starting with our customers
We continuously monitor customer engagement and
satisfaction, with Net Promoter Score (NPS) used as
a key metric that allows Sage to respond to emerging
trends in a timely manner and rapidly identify
customer challenges.
Our customer engagement now also includes our
new Customer Connect and Executive Sponsorship
programmes, which help our leaders and colleagues
better understand customers’ needs and bring vital
customer insight into the business.
See page 92 for more on these and our other customer
engagement initiatives.
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The digital imperative
Technology was a critical enabler as businesses moved to
remote ways of working, and in many cases pivoted to new
business models over the last two years. Having seen the
value it has delivered, SMBs are now investing in technology
as a key strategic priority for the future.
In our survey of 4,150 SMB decision-makers across the UK,
US and France in May 2021, 76% said they now rely on
technology. In the UK, 52% now use new technology to sell
more and stay connected with customers or improve how
their business operates. In France, 67% use technology in
this way while 64% of SMBs in the US have invested in new
technologies resulting in business improvements. Our
recent research with the Financial Times also revealed that
driving their companies’ digital transformation was the
number one goal of CFOs for the next two years.

Arborwood Tree Care
Customer case study
When Sage customer Arborwood Tree Care moved
their operations to the cloud, it transformed their
business. They are now managing every step of their
accounting process – from quoting to invoicing –
through Sage Accounting. As well as helping them
provide a better customer experience, it freed the
owners’ time to secure a new contract to shred wood
waste from several large building firms, which brings
in a significant new revenue stream.

The value of data

Being a responsible business

SMBs are becoming increasingly aware of the value of their
data, as well as the need to protect it.

Many SMBs have started thinking more about the broader
societal impact they can have, as the pandemic has thrown
economic and social inequalities into sharp relief.

In Sage’s research with senior decision-makers at 1,000
SMBs, three-quarters said data was ‘extremely important’
to their business and 70% would like to achieve more with
data analytics.
Eight out of ten businesses also told us that they would
like more control over how their data is used, while 88%
agreed that data privacy and data security policies would
influence their decision when choosing a back-office
solutions provider.
See pages 18-19 for a more detailed look at how Sage is using
data to drive real value for customers through our digital
network, in an interview with our Chief Technology Officer,
Aaron Harris.

In our global research with 11,000 SMB decision-makers,
96% said having a positive societal and environmental
impact, and a commitment to diversity, now matters to their
business. And over four-fifths see the recovery from the
pandemic as an opportunity to promote sustainability.
As part of our Sustainability and Society strategy, we have
committed to tackling digital and economic inequality and
protecting the planet, to give individuals, SMBs and our
planet the opportunity to thrive. See pages 29-31 for more.

The Ford Family Foundation

Sipsmith

Customer case study

Customer case study

Sage customer The Ford Family Foundation, based in
Oregon, saw the value of their data during the
pandemic, when they needed to redirect funds to
the communities that most needed them. Sage
Intacct provided the insight they needed, and also
helped them reduce the time to process grant
payments by half.

Sage customer Sipsmith – the London-based craft
gin distillery – is just one small business that actively
increased their focus on sustainability during the
pandemic. During the pandemic, Sipsmith reallocated
resource to manage the submission for their B-Corp
accreditation, which they gained in April 2021 – one of
only 4,000 businesses to have done so.
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Our strategy – strategic priorities

A strategy for sustainable growth
and development

Strategic priorities

Scale Sage Intacct

Expand medium
beyond financials

Our five strategic priorities
focus our activities on key
initiatives that help drive the
growth and long-term
success of the Group.

Accelerate the expansion of Sage
Intacct in existing and new markets

Broaden the value proposition for
mid-sized businesses

Sage Intacct forms the heart of our
cloud native financial management
proposition for mid-sized
businesses, in a fast-growing
market driven by rapid digital
transformation. It provides finance
professionals with a powerful cloud
financial management platform
that brings significant benefits
to its customers in terms of
productivity and business insights.

Sage’s well-established position in
providing financial management
solutions to mid-sized businesses
around the world creates a
compelling opportunity to expand
into adjacent areas – automating
and adding value to a broader set
of business processes, and
delivering improved data accuracy
and insight.

We have already invested
significantly in building the
proposition to drive accelerated
scale, establishing Sage Intacct
in new markets beyond the US,
including Canada, the UK, Australia
and South Africa, and expanding its
vertical focus into the construction
and real estate sector.
We will continue to grow Sage
Intacct’s customer base and
addressable market, deepening
its capabilities in existing verticals,
driving expansion into new
verticals – both directly and with
partners – and accelerating
international growth.
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Customers can already benefit
from powerful, integrated tools
such as Sage Intacct Budgeting
and Planning to streamline the
planning process, as well as a
wide range of add-on modules
and services provided by partners.
Sage has also partnered with
Corporate Spending Innovations
to streamline the accounts payable
process, while Sage People offers
a versatile cloud HR and people
management system.
Through a combination of organic
and inorganic development, Sage
will continue to broaden its value
proposition for mid-sized
businesses to support their digital
transformation, by automating
manual processes and by delivering
integrated solutions that connect
and deliver insight.

Success measure

Success measure

• Growth of Sage Intacct across
the Group

• Renewal rate by value
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Build the small
business engine

Scale the network

Learn and disrupt

Create a scalable digital ‘engine’
to acquire and serve small
business customers

Increase participation in Sage’s
network and accelerate the
network effect

Build innovative solutions
underpinned by a culture of
continuous learning and disruption

Sage has made significant progress
in the small business market in
FY21, increasing its share of new
business wins in the UK by offering
an integrated suite of cloud native
solutions, including Sage
Accounting, Sage Payroll, Sage
HR and AutoEntry. By investing in
customer experience and digital
marketing capabilities, Sage has
created a scalable growth ‘engine’
that can be deployed in other
geographies to leverage economies
of scale and best practice.

Sage is focused not only on
developing solutions for specific
business needs but also on
integrating those solutions to
provide a unified digital experience,
and on creating a digital network of
connections between businesses
and their customers, suppliers,
employees and regulatory bodies.

Innovation is key to the long-term
success of Sage. By providing the
opportunity to create actionable
insights through data, the Sage
Business Cloud digital network is
a key enabler of innovation – and
Sage will continue to invest in the
technology and capabilities that
underpin it.

Sage has several unique assets and
capabilities to help it rapidly scale
this digital network and drive
sustainable competitive advantage,
including its strong and loyal global
customer base, its vibrant partner,
accountant and ISV network,
and its brand and reputation.

We have already made significant
progress in developing the core
components of the network –
for example our SageID identity
management system, and Service
Fabric, our microservices
architecture – as well as our
capabilities in Artificial Intelligence
and Machine Learning. The
resulting innovation – from outlier
detection capabilities to intelligent
timesheet capture – is delivering
value to customers today. Sage will
build on these foundations to
accelerate momentum over the
coming years.

To complement this approach,
Sage is also focused on supporting
and building advocacy with
accountants, as key partners and
recommenders, by investing in
solutions to help them digitise
their own practices.
Our priority is to continue to build
the small business digital growth
engine, including through
acquisitions where appropriate –
refining the proposition and
capabilities in the UK while scaling
and internationalising the approach
in other markets.

Our priority is to enable and
encourage participation in
the digital network, migrating
customers to Sage Business Cloud
so they enjoy an expanding number
of cloud-based digital services,
delivered either by Sage or through
our ISV ecosystem. More digital
network participants contributing
more data will power the insight
we need to build more innovative
customer experiences, improving
our ability to retain existing and
attract new customers.

A key part of this is continuously
improving Sage’s innovation
capability and culture, and
complementing this with
partnerships, investments and
acquisitions, in order to share in
early learnings from disruptive
trends, and to inform subsequent
investment choices.

Success measure

Success measures

Success measures

• Small segment revenue growth

• Sage Business Cloud penetration
• Availability and consumption of
cloud-based digital services

• Network-powered solutions
launched
• Technology acquisitions,
investments and partnerships

Annual Report and Accounts 2021 | The Sage Group plc.

17

Our strategy – Sage Digital Network

Evolving our focus to become
the trusted network for SMBs
What is the Sage digital network?
Digital networks are the breakthrough architecture of the
digital era where we all have expectations of a connected
world. With SaaS, customers share a common pool of
computing resources. In the Digital world, we move beyond
simply sharing computing resources to sharing data and
activity. The digital architecture doesn’t replace SaaS
– it extends and enhances it.
The Sage Digital Network capitalises on this computing
evolution by digitising business relationships, allowing work
and money to flow smoothly between businesses and
everyone they need to connect with – for example,
customers and suppliers, banks and governments.
For participants of the network (most importantly our
customers), it creates trust, saves time and elevates
human work.

How does it work?

Aaron Harris
Chief Technology Officer

Aaron Harris, Chief Technology Officer,
outlines his vision for the Digital Network
and what this means for Sage.
Aaron, how does Sage’s technology vision support
its purpose?
Sage has always been about simplifying accounting
processes for Small and Mid-sized Businesses (SMBs).
The way we do that has evolved over the past 40 years –
reflecting the way that both technology and customer
needs have changed over time. Sage has introduced
our millions of customers to cloud technology, and to
the benefits of Software as a Service (SaaS). But the whole
time, ultimately, we have stayed focused on simplifying
the SMB ecosystem – connecting, removing friction and
delivering insights.
In the future, the way we will do that and deliver on our
purpose of knocking down barriers is through the increasing
power of our digital network.
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Trust is at the heart of the digital network. With a digital
network, we can leverage verifiable digital identities and
blockchains to create perfect trust. And because the network
digitises relationships across the business ecosystem, we can
use corroboration to test.
The network uses verified digital identities together with
a shared ledger based on a centrally managed blockchain,
where Sage acts as a central authority. The blockchain
provides a cryptographically verifiable, fully auditable history
of a transaction. All parties have a view on the same core
data, but each party has different permissions so control and
privacy is respected. Not everything is visible to all parties
and not all parties can do updates. The benefits are a perfect
audit trail, high trust in the data, improved accuracy, faster
payments, and instant reconciliation.
Then we apply our technology innovation to deliver
applications that help customers to overcome challenges or
capitalise on opportunities based on insights extracted from
the data that flows within the network.

“Digital networks are the
breakthrough architecture
of the digital era where we
all have expectations of
a connected world.”

These are the core component parts:

How will Sage achieve this?

• A globally shared directory of individuals, organisations,
and their business relationships, each with a unique,
authenticated Sage ID promoting trust and enabling
greater control over data ownership and access at an
individual level;
• Digital services e.g., digitised bank feeds, payment
processing, tax filing, compliance reporting. These
digitised services come from Sage and our rich partner
ecosystem, building on the public APIs and open
standards on which the network is built. They eliminate
friction, improve efficiency and enable SMBs to redirect
employees to work on higher-value tasks;
• The shared ledger which enables data to flow across the
network with complete end-to-end authentication; and
• Artificial Intelligence and Machine Learning – applying
ML and AI to the data that flows across the network
is how we extract the insights or make predictions
about business operations, that help customers gain
business advantage.

In many ways, the digital network is here today and
already delivering.

Each of these component parts exists today, but the more we
scale the digital network, the more we maximise value for our
customers to really help their businesses thrive.

What value can Sage deliver to its customers via
the Sage Digital Network?
The Digital Network delivers several customer benefits:
• Trust – by authenticating connections within the network
so that all relationships within it are trusted. That means
when I send or pay an invoice, I feel confident it will reach
the right destination – I know participants are who they
say they are.
• Efficiency – by digitising workflows to enhance that trust
and speed up business processes so companies can
operate more efficiently. That means smoother
connections and faster processing of business tasks.
• Improved business outcomes – by enabling innovative
applications to help customers to overcome challenges
or capitalise on insights from data that flows through
the network.
• Critically, it also offers a new model for data ownership
– giving individuals visibility, control and insight over data
ownership and access at an individual level, opening
opportunities for entirely new ways of working and
new applications.
The more members that participate in the network, the
more value it provides as more connections can be digitised
and more friction can be removed. Scale also makes the
network more attractive for others to join – with network
value growing as a direct result of more data being fed into
it. The more relevant data that flows through the network
the more specific, tailored insights can be delivered to our
customers. With greater insights comes greater value and
greater trust in the network – for all of its participants.

Sage Intacct customers alone collectively manage over
65 million customer relationships and over 35 million vendor
relationships and that ecosystem is growing at 50%
year-on-year. Consider Sage 50, BMS, X3 and the entirety
of our small business cloud franchise and the scale of the
opportunity for Sage is very compelling. And it’s not just the
quantum of data, it’s also the reach. Sage’s unique coverage
of markets in North America, Europe, South Africa and
Middle East add even richer insights and reach.
So the network is real right now. The more people join,
the more we learn and the better it gets.

How will we protect our customers’ data?
Our customers are increasingly aware of the value of the
data they own, and the potential of what it can do for them.
So, it’s really important to us that the digital network itself
is trusted. But more than that, as I’ve set out, the network
itself can actually increase trust between all participants.
We think this is a big point of differentiation.
Data privacy and security are critical to our customers, and
they’re core components of our brand and value proposition.
They’re non negotiable.
And we have designed a network architecture that gives
individuals far greater control over the privacy of their own
data, and we ensure that their data is handled transparently
and fairly. We recognise that, yes, businesses may control
personal data of individuals for specific purposes, but it
belongs to those individuals, for example, to their
employees, and this distinction is important.

What’s next for the Digital Network?
As I’ve outlined, there is already a huge amount of
activity happening across the network. We’re using
that activity to learn more about how we can remove
friction from the SMB economy, and that is leading
us to some great new partners and innovations. For
example, our partnership with Amazon was created
because we could see what an important supplier
it was for so many customers, and now that link up
is much smoother. We’re welcoming new banks,
accountants and partners all the time, as well as new
customers – and like all networks, it gets better with
every participant.
Scaling the network is one of our strategic priorities,
and as we digitise more business relationships, we
will continue to learn about what our customers need
and help them knock down the barriers that stand in
their way.
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Business model

Creating value
through the digital network

Inputs

How we attract and retain customers

Customer base
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Use and build trust
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Customer and User
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Customers
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Expanding scale and reach
through our ecosystem of
accountants, resellers and
technology partners

4. E X P

Ecosystem

LUE CAPTURE
VA

CR

E DATA**
MOR

People
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Sage is a trusted brand
providing market-leading
customer service,
which in turn generates
loyalty and advocacy
among customers

D
AN

Trusted advisor

Caring and engaged
colleagues, committed
to driving success for
our customers

1. AW
AR
EN
ES
S

W
NE
E
R
5.

ES

The breadth of our
customer base around
the world gives us a
unique insight into
the needs of SMBs

Innovation
Investing to ensure our
products are ahead of
the curve in a changing
technology landscape

3. S E R VIC E
** Customers, end users and ecosystem
participants
** Volume, variety and velocity

Underpinned by the Digital Network
MORE CUSTOMERS

MORE DATA

Adding customers, end users and ecosystem participants will
improve the network effect and allow Sage to scale new value
propositions. Ecosystem participants (attracted by customer
volumes) act as amplifiers of the network effect.

With more data and data types from network participants,
Sage can capture data flows and transactions both within
and outside the network.
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Outputs

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

2. Adopt

Customer

99% Renewal by value

New customers sign up to Sage Business Cloud on
subscription. For some solutions, Sage or its partners
provide training and onboarding to get customers started.

Colleague

3. Service

+35 up three points year-on-year

Sage provides multi-channel digital and human customer
support to enhance the customer experience, offering
regular check-ins and conducting feedback surveys.

4. Expand
Once they are part of Sage Business Cloud, customers are
able to benefit from an expanding number of cloud-based
solutions and services. This increases the value of Sage
Business Cloud and enables Sage to deepen customer
relationships to scale its business.

5. Renew
Creating a seamless experience for customers drives higher
satisfaction, helps retain customers and increases adoption
of Sage solutions. New customers are attracted to the
network through recommendations and advocates.

Colleague Net Promoter Score

Community

22,000

Sage Foundation days spent helping
our communities

Shareholders

5.4% High-quality organic recurring revenue growth
126% Underlying cash conversion
17.68p Full-year dividend
For more information on Sustainability and Society
please see pages 29-31.

MORE INSIGHT

MORE VALUE

Data drives the development of solutions through a
combination of understanding customer problems and
deploying data science capabilities. This is enabled by
a culture of experimentation and innovation.

Solutions are delivered to enhance the customer experience,
and create value for customers and Sage.
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Investment case

Building sustainable shareholder value
Sage provides millions of customers around the world with solutions that remove friction from their
accounting, people and payroll processes, deliver business insights, and give them a competitive
edge. The breadth of our business provides us with unique visibility into small and mid-sized business
trends globally, enabling us to better understand and serve our customers’ needs. Our scale and
experience form the foundations for our sustainable growth, and are core to Sage’s investment case.

Unique assets and capabilities
• We serve a strong and loyal customer base through
Sage Business Cloud, including fast-growing cloud native
solutions and a resilient base of cloud connected and
desktop products.
• Our people differentiate Sage, through their dedicated
and hands-on approach to solving customer problems,
ensuring our technology and service retains a
human touch.
• Our well-established partner network of accountants
and resellers, together with a growing ecosystem of ISVs,
enhances our capabilities and reach.

The trusted network for SMBs
• Sage connects businesses with their customers,
employees, suppliers and regulatory authorities.
By leveraging this network, Sage has a significant
opportunity to remove friction from and add value
to these relationships.
• By enabling network participation and enhancing the
digital services available, we can attract and retain more
customers to power the insights needed to develop more
innovative experiences.
• The development of the digital network builds on Sage’s
well-recognised brand and reputation as a trusted advisor,
renowned for keeping customers safe and compliant.

Innovating and investing
to drive growth
• We have progressively increased investment in the
business, driving innovation in Sage Business Cloud
solutions and enhancing the customer experience.
• Through our focus on innovation, we are enriching
our cloud solutions with AI and Machine Learning
capabilities, making them easier to use and more
compelling for customers.
• We are backing our core solutions with increased sales
and marketing spend, which is leading to greater brand
engagement and powering growth.

Financially robust position
• We have a high-quality revenue base which is
92% recurring in nature, with 70% from software
subscription contracts.
• Sage is a highly cash-generative, low capital intensity
business, and has achieved underlying cash conversion
of over 100% for each of the last three years.
• We balance the need for organic and inorganic
investment with returns to shareholders through
dividends, supplemented by share repurchases
where appropriate.

Financial Highlights
High-quality
recurring revenue

5.4%

Organic recurring
revenue growth

Investing to
drive growth

19.3%

Organic operating margin

£1.2bn
Software subscription
revenue
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Strong free cash flow

£339m
Free cash flow

126%

Underlying cash conversion

Commitment to
shareholder returns

17.68p
FY21 dividend. Policy
to maintain dividend
in real terms

£600m
Of share buybacks
announced in FY21

Commitment to sustainability and society
Our purpose extends beyond our customers and shapes the
wider role that we play in helping our communities and the
planet. We’re committed to knocking down barriers so that
everyone has the opportunity to thrive, both at Sage and
across the communities in which we operate.
This is why, during FY21, we launched our Sustainability
and Society strategy, building on the success of Sage
Foundation, which was established five years ago as a
way for Sage colleagues and partners to give back to their
communities. Under this new strategy, Sage aims to tackle
economic inequality by developing digital and business

skills in under-represented groups, helping to build and
support the next generation of more diverse and sustainable
businesses. Learn more on pages 29 to 31.
As part of our environmental commitment, Sage is targeting
net zero emissions by 2040 across Scope 1, 2 and 3, with an
interim target of halving emissions by 2030, from a baseline
of 2019. Learn more on pages 32 to 33.
All of this is the right thing to do. It means we attract people
who care, we can better address key business risks, and it
makes us the first choice for customers who are looking to
support positive change.
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Our key performance indicators

Measuring our progress
Sage has four strategic KPIs that show the
impact and progress of strategic execution.

Annualised recurring revenue (ARR) growth

8%

Defined as the normalised
reported recurring revenue
in the last month of the
reporting period, adjusted
consistently period to
period, multiplied by 12
(FY21: £1,680m ARR).
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99%

2021: 99%

2020: 99%

2021: 7.7%

2020: 4.7%

2019: 12.9%
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Renewal by value of
99% is in line with FY20,
and reflects a strong
performance in customer
add-ons in the second
half, together with a
continued focus on
customer retention.

2019: 101%

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.

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.
ARR increased by 8% in
FY21, driven by additional
investment in sales and
marketing and R&D, which
is accelerating growth,
particularly in cloud native.

Renewal by value

These KPIs are disclosed every six months to
demonstrate Sage’s progress.

Sage Business Cloud penetration

Subscription penetration

67%

70%
% of revenue on subscription

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 42.

2021: 70%

2020: 65%

In FY21, subscription
penetration reached
70%, reflecting continued
focus on attracting new
customers and migrating
existing customers to Sage
Business Cloud.

2019: 56%

2021: 67%

2020: 60%

2019: 50%

The focus on driving
revenue to cloud
solutions has resulted
in Sage Business Cloud
penetration of 67% in FY21.

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
(FY21: £1,242m organic
software subscription
revenue).
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Section 172(1) Statement and key stakeholders

Section 172(1) Statement
The Board of Directors believe that, during the year
under review, they have individually and together,
acted 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 had regard to the
matters set out in section 172(1) (a) to (f) of the
Companies Act 2006 (“section 172(1)”) and referred
to in the UK Corporate Governance Code 2018
(the “Code”). We have integrated our section 172(1)
reporting throughout this Annual Report, using the
icons shown on this page to indicate where
relevant information can be found.
The Board collectively has had regard to each
element of section 172(1) in its actions, behaviours
and decisions. The Board recognises that Sage
has a wide range of stakeholders and balancing
their respective needs and expectations is
important. The decision-making process is
structured to enable Directors to evaluate the
merit of proposed business activities in view of
competing priorities and the likely consequences
of decisions on our stakeholders over the short,
medium and longer term.
Although section 172(1) imposes duties on
Directors, we think it is fundamental that Sage’s
wider leadership also understands the Board’s
responsibilities. 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 in everything Sage does
as a Company.

Section
172(1)

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
(f) the need to act fairly as between
members of the company

Our stakeholders
Sage is driven by its purpose and its success depends on its ability to engage effectively and work constructively
with all our stakeholders, and to take their views into account. Their interests are important to us, and we are
committed to maintaining strong, positive and trusted relationships and to listening to and understanding the
needs of all our stakeholders, so we can continue to deliver value and build a sustainable business.
Further insight into our stakeholder engagement and the Board’s decision making is set out
in our Governance Report on pages 88 to 97.
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Key stakeholders
This section sets out our key stakeholder categories and why they are important to us.
Our investors
Why they matter to us

They are our providers of capital without whom we could not grow and
invest for future success.

What they care about

Investors are interested in our long-term strategy, our operational
performance and strategic execution. Our financial performance is
important to them but increasingly they are concerned about broader
societal issues and the role we play in addressing them.

Our colleagues
Why they matter to us

Colleagues are the life blood of Sage. Every day they serve our millions
of customers around the world through their innovation, integrity
and passion.

What they care about

Colleagues want to work for a company that values them, and that
provides them an opportunity to thrive. They expect us to address
societal issues from diversity and inclusion to the future of work.
Our colleagues are proud of the work we do in our communities
through our Sustainability and Society strategy and Sage Foundation.

Our customers
Why they matter to us

SMBs are the growth engine of the global economy. Accountants are the
professionals who rely on us to help them deliver a great service to their
clients, whatever their size. They are a diverse and dynamic group who we
are proud to call our customers.

What they care about

Customers are focused on (i) running and growing their business as the
global economy starts to re-open; (ii) having products that keep their
business compliant; (iii) quality customer service; and (iv) having greater
visibility into their business and deriving actionable insights from their
data. Improving efficiencies and productivity remain priorities, but they
are also increasingly interested in the wellbeing of their staff and the
environment and their role in protecting it.

Our partners
Why they matter to us

Sage partners are core to our strategy and they are an extension of
our Sage team. We work with an extensive network of partners, who
contribute to our mutual growth and our ambition to enable customer
success. Our community of partners includes accountants, resellers, IP
builders and services providers, who represent our brand in the market.
They bring our solutions to life, serving our customers locally and create
an ecosystem of complementary solutions and services.

What they care about

Partners in our ecosystem work in collaboration with Sage to:
(i) harness our innovative technology to deliver customer success
through creation of unique joint value propositions; (ii) expand their
market reach; (iii) share insights into what our current and future
customers want, ultimately impacting product strategy and roadmaps;
and (iv) accelerate business growth through Sage-supported sales and
marketing programmes, as well as technical training.

Our communities and the planet
Why they matter to us

In today’s world, not everyone is given an equal chance. Discrimination,
bias, lack of education, and unequal access to technology and data are
creating barriers for many people to succeed. It’s our pledge as one of
the UK’s biggest technology companies to knock down these barriers
to create equal opportunity. We are committed to investing in education,
technology, and environmental change to give individuals, SMBs and our
planet the opportunity to thrive.

What they care about

Research in our communities shows that starting a business and
becoming your own boss is seen as a route to a better life. People in
under-represented groups or sectors hardest hit by crisis need support
to start and grow businesses, as this is a proven route to long-term
employment, high job satisfaction and wealth creation. For SMBs,
having a positive societal and environmental impact, and a commitment
to diversity, matters to their business. 85% of SMBs see a role for
accountancy and HR software providers helping them to make their
businesses more sustainable.

In addition to the above stakeholders, we recognise that other groups of stakeholders are also relevant to Sage’s activities. The Board has regard for and
engages with such groups to the extent that they are affected by, and themselves affect, the operations of the Company. Sage’s suppliers for instance,
(including third-party hosting providers), are significant to Sage and its business, and therefore the Company seeks to develop and foster relationships
with them to maximise value and efficiency. Through our governance model, which the Board ultimately oversees, Sage implements a thorough supplier
onboarding process and procurement lifecycle (including to appropriately manage data privacy and security matters) and has developed a Supplier
Code of Conduct which all suppliers are required to follow, and which defines our expectations of responsible business and behaviour underlying our
strategic focus on customer needs, in line with the high standards of business conduct that Sage strives to promote.
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Non-financial information statement
You can also read more about the policies and commitments that underpin these broader
corporate responsibilities in the following parts of this Annual Report:
Ethics & Governance
Pages

Human rights

41

Code of Conduct

41

Suppliers

41

Anti-bribery and corruption

41

Tax strategy

41

Environment
Pages

Environmental sustainability

32

Streamlined Energy and Carbon Reporting (SECR)

32

Social
Pages

Community engagement

30

Diversity, equity and inclusion

30

People
Pages

Colleague experience and engagement

38

Diversity, equity and inclusion

38

Sage’s broader corporate responsibilities –
We do the right thing
The Board both 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.
Sage’s purpose, to ’knock down barriers so everyone can
thrive’ is our commitment to act, through our strategic,
operational and financial objectives, in a lawful and ethical
manner and in doing so, do the right thing for Sage’s
stakeholders and for the wider society.
Our customers are at the centre of everything we do.
Our ambition is to be the trusted network for small and
medium businesses, playing an instrumental role in tackling
the root causes that stand in the way of such businesses
thriving in today’s world, such as economic friction,
information asymmetry and regulation. Sage takes
responsibility to enhance the competitiveness of SMBs
so that they can contribute to more inclusive globalisation
and growth.
Whilst customers are the focus of our purpose, our
commitment to act in the public interest – to be a
responsible and active member of our communities – is
evidenced more broadly by how we support all of our key
stakeholders and deliver on our promises to customers,
colleagues, society and shareholders. Examples of how
Sage has sought to satisfy these broader corporate
responsibilities can be found within this Annual Report
and in our Sustainability and Society Report which can be
found on our website at sage.com.
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Sustainability and Society

Our progress is empowered by our
Sustainability and Society strategy

This year we launched our Sustainability and
Society strategy ‘Knocking down barriers’ to help
create a more equitable and sustainable future.
Sage Foundation is at the heart of this strategy,
and over the past five years we have used action
philanthropy to create a purpose-led culture at
Sage. We know that we still have a bigger role to
play in our communities and want to continue to
tackle issues that impact all of humanity.

We believe it should be possible for everyone to thrive.
But in today’s world, not everyone is given an equal
chance. Barriers like discrimination, bias, and unequal
access to education and technology stack the odds
against marginalised communities and under-represented
groups. That’s why we’ve launched our new strategy to
knock down these barriers to create equal opportunity.
We are committed to investing in education, technology,
and environmental change to give individuals, SMBs, and
our planet the opportunity to thrive. Our goal is to use our
technology, time, investment, skills and experience to back
a generation of diverse and sustainable businesses.
Learn more in our Sustainability and Society Report
and on our website.
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Sustainability and Society continued

Our Sustainability and Society strategic pillars
Tech for
Good

Fuel for
Business

Tackling digital
inequality for innovation,
enterprise, and
progress

Tackling economic
inequality by supporting
under-represented
groups

An estimated 70% of new value created in the global
economy over the next decade will be based on
digitally enabled platform business models.

The opportunity to start and grow a business
provides a route to long-term employment,
high job satisfaction and wealth creation.

We want everyone to benefit from the opportunity
created by this rapid digitalisation and aim to knock
down the barriers to digital equality and address the
lack of diversity in the technology sector.

As one of the UK’s largest technology companies
serving SMBs, Sage can make a difference by
providing business mentoring, advice and support
for businesses and start-ups run by under-represented
groups. We are working with a number of global
partners to help us address economic inequality,
support business growth and create employment
opportunities.

We’re committed to knocking down barriers to digital
equality by making technology and data open to all.
We will do this by being a business that is inclusive to
all, and a leader in diversity, equity and inclusion (DEI)
innovation in the Tech sector.
This starts with our own teams at Sage. As part of our
Sustainability and Society strategy, we have pledged
to become a more diverse employer and have
published six commitments that will help us advance
DEI at Sage to help foster a stronger sense of
belonging (see page 38).
We are also committed to building a generation
of tech talent by creating opportunities for young
people to learn life-changing digital skills. Through
our partnership with IET FIRST LEGO League, we
aim to create new digital skills opportunities for
13,000 school children by 2023 so they have the
opportunity to be inspired by a potential future
in the technology sector.
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We’re working with Connectr to roll out a national
training programme via the Job Centre Plus network
to help unemployed people across the UK looking to
start a business.
Black women are America’s fastest-growing
demographic of entrepreneurs. In the US, we’ve
partnered with Access to Capital for Entrepreneurs
and The BOSS Network to tackle inequality. We will
help African-American women and other underrepresented groups, to achieve their goal of growing
a business by providing access to finance and the
development of skills needed to successfully start
or grow their business.
To further tackle economic inequality, Sage is
investing $1m through loans, grants and direct
support for individuals or SMBs in the developing
world, or supporting social entrepreneurs through
partnerships with Kiva and Ashoka.

Protect the
Planet
Tackling the climate
crisis – powering
sustainable business
models

Employee case study
Sage will help to protect the planet by taking action
to reduce our own environmental impact and by
supporting SMBs by making it easier for them to
take action against the climate crisis.
We have made it our goal to knock down the barriers
that stand in their way so that they can more easily
understand how to comply with environmental
requirements and reduce environmental impacts.
We will lead by example with ambitious targets of
our own. Our aim is to get to Net Zero by 2040 across
our Scope 1,2 and 3 emissions, with a mid-term goal
to reduce our emissions by 50% by 2030 against
our 2019 baseline. Sage has committed to the SBTi
(Science Based Targets initiative) and the UN climate
change Race to Zero.
In September 2021, Sage launched a Sustainability
Hub for small businesses in the UK and Ireland. It
will give small business owners the knowledge and
actionable advice they need to reduce the carbon
impact of their own operations and move towards
a more sustainable future.
To help SMBs participate in the move to Net Zero,
we joined forces with the Association of Chartered
Certified Accountants (ACCA) to co-chair a seniorlevel discussion and to launch a whitepaper at an
event with the International Chamber of Commerce
(ICC) at CoP26. To help us to participate in policy
development and champion the voice of SMBs, Sage
has become a member of the World Business Council
for Sustainable Development (WBCSD).

Purpose-led philanthropy
through Sage Foundation
In FY21, Sage Foundation celebrated five years of making
a difference in communities across the globe. To mark
this milestone, we launched a series of exciting
programmes that connected Sage’s colleagues, business
partners and customers with the non-profit community
to make an even bigger impact by offering over 1,000 free
financial literacy training spaces for non-profits,
volunteer programmes to support local communities
and investments supporting non-profits with an
environmental focus.
Through Sage’s Sustainability and Society strategy,
we will empower colleagues, partners and customers
to give back time to their local communities through
volunteering and fundraising, focusing on impactful
and innovative ways to make a difference.
During FY21, we awarded 178 grants to our charity
partners and 419 non-profit organisations benefitted
from donated or discounted Sage Business Cloud
software. Sage colleagues continue to be encouraged
to use their five annual volunteering days, and this year
colleagues achieved over 22,000 volunteer days, with
volunteer time estimated at £3.2m in value. In the past
six years, we have raised over $3m for charities and
causes that matter most to our colleagues.
We are guided by the United Nations Sustainable
Development Goals (SDGs) as a means to address the
world’s most critical challenges. Our investment and
partnership programmes support our focus areas
through education, employment and entrepreneurship
initiatives. We provide technology and expertise to
help the non-profit sector thrive so they can run their
organisations effectively and focus on those that need
it most – their beneficiaries and the communities they
operate in across the world.
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Environment

Managing our impact

At Sage, we understand the role we have to play in
addressing the immediate and very real global climate
crisis. Therefore, in June 2021, Sage publicly announced its
approach to environmental sustainability. This outlines our
commitment to achieving a science-based Net Zero target
for Scope 1, 2 and 3 emissions by 2040.

Environmental sustainability
We have set ourselves an ambitious goal: to achieve Net
Zero across our Scope 1 and 2 emissions, and also our
Scope 3 emissions, by 2040. We have a mid-term goal of
reducing these emissions by 50% by 2030 against our
baseline year of 2019.
To re-enforce our goal, we have committed to the Science
Based Targets initiative (SBTi) which requires us to clearly
define the 1.5oC pathway we will take to reduce our emissions.
We will publish our Net Zero pathway by the end of FY22.
As part of our pledge to address the climate crisis, Sage is
committed to implementing the recommendations of the
Task Force on Climate-related Financial Disclosures (TCFD)
to enhance our understanding and management of
climate-related risks and opportunities.

Streamlined Energy and Carbon Reporting (SECR)
We recognise the importance of reporting against Scopes 1,
2, and 3 emissions and are committed to continually
reviewing our data collection processes across global
operations to extend the boundary of Sage’s carbon footprint.
Our carbon footprint and emissions calculation methodology,
along with our approach to reducing emissions, is described
in detail within Sage’s Sustainability and Society Report, and
is summarised below.

Methodology
We have calculated our emissions using the World
Resources Institute’s Greenhouse Gas Protocol Corporate
Accounting and Reporting Standard. This is consistent
with previous years. We have used the UK Government’s
32
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“Environmental Reporting Guidelines: including mandatory
greenhouse gas emissions reporting guidance” (March 2019)
issued by the Department for Business, Energy & Industrial
Strategy (BEIS), to design our emissions and data
disclosure table.
We have used the UK Government emissions factors for
company reporting (published by BEIS 2021), along with the
International Energy Agency (IEA) international conversion
factors (2020) for non-UK electricity in our calculations. 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 further
details, our methodology document can be found in our
Sustainability and Society Report.

Organisational boundary and responsibility
In accordance with the Companies (Directors’ Report) and
Limited Liability Partnerships (Energy and Carbon Report)
Regulations 2018, we report our emissions data using an
operational control approach to define our organisational
boundary in respect of the energy consumption and
emissions for which we are responsible. Under this
approach, we have accounted for 100% of GHG emissions
from operations over which the Sage Group has control.

Scope 3 emissions
Scope 3 indirect emissions from our value chain account for
the largest proportion of our carbon footprint. These emissions
are set out in more detail in our Sustainability and Society
Report. We are working with our upstream and downstream
value chain partners to continually improve how we
measure and reduce our Scope 3 emissions. This includes

addressing data gaps in Scope 3 reporting, such as
obtaining primary data, where possible, and using
established methodologies to fill data gaps so that
our carbon footprint remains robust.

Verification
Sage completed independent third-party verification, to the
level of limited verification, of its greenhouse gas (GHG)
emissions for the footprint year of October 2019 –
September 2020 (FY20). Sage will undertake a similar
verification exercise for the FY21 footprint by the end of
December 2021. The data published in this report has not
yet been independently verified.

Energy efficiency actions
Sage continued to further develop a range of carbon
reduction initiatives to manage our sites effectively and
efficiently. These initiatives include:
• Building optimisation audits to assess energy use and
return on investment case studies;
• Support for electrification of company cars – we aim to be
fully electric by 2030 and are supporting colleagues in the
transition to electric vehicles;
• Switching to certified renewable electricity in our offices
where Sage has direct control, and engaging with
landlords for those under lease;
• Engagement with our value chain partners to understand
their Scope 1 and 2 impacts. This involves understanding
our ambitions, workshops, questionnaires, advice,
and guidance;

• Analysis of business travel to enable reduction targets to
be set along with policy guidance to colleagues regarding
their choice of travel;
• Engaging with our data centre providers is important as
we transition to cloud-based working. Sage has started
the engagement process with several providers bringing
a positive think-tank mindset to enable accurate
identification on where Sage data is stored globally
and evaluation of the associated emissions data;
• Continual data consistency and accuracy improvement.
We recognise that obtaining quality data is crucial for
emissions accounting and we will endeavour to improve
Scope 3 data capture to further enhance our reporting
and subsequent reductions; and
• Reflecting the increase in home working by providing only
the required level of energy in the management of
Sage-operated facilities.

Impact of homeworking
Our colleagues continue to spend a proportion of their time
working remotely as we support increased flexibility in work
location. From an environmental perspective, this reflects a
shift in energy consumption associated with office
emissions. These emissions have now relocated to our
colleagues’ homes, beyond our direct control. Due to this,
we have reported an increase in colleague homeworking
‘Category 7’ emissions of 118%.
Sage has followed best practice to account for emissions
from homeworking within Scope 3 using a Homeworking
and Commuting Emissions Calculation Tool.

Scope 1 and 2 emissions: UK and Global1
Current reporting year
Oct 2020 – Sept 2021

Total Global greenhouse gas emissions data

Emissions from activities which the company own
or control, including combustion of fuel & operation
of facilities (Scope 1) / tCO2e
Emissions from the purchase of electricity, heat, steam,
or cooling by the company for its own use (Scope 2 Indirect)
Location-based emissions (tCO2e)
Scope 2 (Indirect) Market-based emissions (tCO2e)
Total gross Scope 1 & location-based Scope 2 emissions (tCO2e)
Energy consumption* used to calculate above emissions (kWh)
Carbon intensity ratio: Location-based CO2e emissions reported
above normalised to tCO2e per total GBP £1,000,000 revenue
(Scope 1 & 2) ** (tCO2e/revenue)

Previous reporting year
Oct 2019 – Sept 2020

UK and Offshore
Area

Global (excluding
UK and Offshore
Area)

UK and Offshore
Area

Global (excluding
UK and Offshore
Area)

666

393

874

2,110

1,102
153
1,768
8,597,070

3,079
3,002
3,473
9,676,918

1,180
247
2,054
9,203,396

5,927
6,004
8,036
21,259,169

0.96

1.89

1.08

4.22

1. The table sets out Sage’s mandatory reporting on greenhouse gas emissions and global energy use pursuant to the Large and Medium-sized
Companies and Groups (Accounts and Reports) Regulations 2008, as amended by the Companies Act 2006 (Strategic Report and Directors’ Report)
Regulations 2013 and the Streamlined Energy and Carbon Reporting (SECR) under the Companies (Directors’ Report) and Limited Liability
Partnerships (Energy and Carbon Report) Regulations 2018.
** Energy consumption includes all energy related to Scope 1 and 2.
** Global revenue in 2021 is £1,846m for Sage during the reporting period. It was £1,903m for the previous year’s reporting period.
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Environment continued

Task Force for Climate-related
Financial Disclosures (TCFD)
In preparing to comply with the TCFD reporting
requirements in FY22, Sage has made progress
in embedding climate issues into governance,
strategy and risk management arrangements.
During FY20, Sage’s Board reviewed Sage’s approach to
environmental sustainability. Building on the achievement
of its target to reduce CO2e emissions by 5% by 2020,
relative to 2019 emissions, Sage committed to setting a
Science Based Targets initiative (SBTi) aligned climate
target across all Scope 1, 2 and 3 emissions as part of its
reviewed approach to environmental sustainability.
During FY21, Sage’s Board approved the approach to
environmental sustainability within its new Sustainability
and Society strategy and adopted ESG, which incorporates
climate change, as a ‘Principal Risk’. This included making
a Net Zero commitment, which was formalised through the
SBTi, and initiating workshops to identify and assess climate
risks and opportunities.

During FY22, Sage will apply Climate Scenario Analysis
modelling to climate-related risks and opportunities and
update its Risk Register to strengthen the way in which
climate change is integrated within risk management
processes, strategy planning and governance. Sage will
also submit its Net Zero plan to the SBTi for verification.

TCFD recommendation status
Sage will fully comply with the requirement to make
TCFD-aligned disclosures during FY22. Our current status
against these recommendations is summarised below
and described in detail within our Sustainability and
Society Report.

TCFD report

Governance
Recommendation

Response

Sage’s Board has overall responsibility and accountability for the implementation
a) Describe the board’s
oversight of climate-related of the Sustainability and Society strategy, which includes Sage’s approach to
environmental sustainability.
risks and opportunities
One area of focus for the Board in FY22 will be to determine an appropriate governance
structure for Board and Board Committees to monitor the ongoing performance and delivery
of the strategy, including climate change risks and opportunities.

b) Describe the
management’s role in
assessing and managing
climate-related risks and
opportunities
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The Executive Committee endorsed Sage’s TCFD approach in July 2021. The risk and
opportunity outcomes from the Climate Scenario Analysis will be presented to the Board
in 2022.
Responsibility for Sage’s environmental sustainability strategy, including the approach to
TCFD, is devolved to the Chief People Officer. Day-to day co-ordination of the approach to
TCFD is led by Sage’s Sustainability and Society team in collaboration with leaders across
Sage functions.
Information flows between regional risk teams and the Global Risk Committee which monitors,
manages, and brings climate-related risks to the attention of the Audit and Risk Committee,
with oversight and decision making reserved by the Board.
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Strategy
Recommendation

Response

a) Describe the climaterelated risks and
opportunities the
organisation has identified
over the short, medium,
and long term (consider
providing by sector and/or
geography as appropriate)

In FY21, Sage conducted a climate risk and opportunity screening exercise, involving interviews
with key internal stakeholders across the Company. The process was used to explore the range
of climate impacts that may have the potential to present material short-, medium- and
long-term risks and opportunities to Sage.
The findings from this exercise will be consolidated early in FY22 and will be presented to the
Global Risk Committee for endorsement.
Examples of the types of climate-related risk and opportunity that are now being considered,
and which will be further reviewed and defined, include:

Potential areas of risks

Physical
Acute Physical – Damage to sites and facilities caused by severe storms and flooding.
Chronic Physical – Reliance on hosting services that may be vulnerable to weather events
such as flooding or storms, which may cause service disruption.
Transition
Reputational – Reputational impact if climate targets are not achieved.
Market – Changing customer behaviours may affect demand for energy-consuming products
and services.
Regulation – Increased carbon pricing may result in additional business cost.

Potential areas of opportunity

Products – Potential to develop low-carbon products to align to changing customer demand.

b) Describe the impact
of climate-related risks
and opportunities on
the organisation’s
businesses, strategy,
and financial planning
c) Describe the resilience
of the organisation’s
strategy, taking into
consideration different
climate-related scenarios,
including a 2oC
lower scenario

Reputation – Enhanced reputation with customers, shareholders, and colleagues by
becoming a sustainability leader within the technology sector.
During FY21, Sage conducted a process of identifying climate-related risks and opportunities
and their impact on our value chain.
Sage will complete the evaluation of the materiality of the identified climate-related risks and
opportunities in FY22. Subsequently, Sage will consider the extent to which these risks and
opportunities are already taken into account within business strategy and financial planning
and how new risks and opportunities may contribute to, and inform, future decision making.
Climate Scenario Analysis will be undertaken in FY22 to assess our most material physical and
transition climate-related risks under both a 2oC scenario and a 4oC scenario.
Modelling results will be used to further inform Sage on evolving risks and opportunities across
the business.
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Environment continued

Risks
Recommendation

Response

a) Describe the
organisation’s processes for
identifying and assessing
climate-related risks

In 2021, Sage started to consider climate-related risks as part of our Group risk management
policy and framework. The Board approved ESG as a Group Principal Risk, demonstrating the
importance of climate change for Sage. The Global Risk Committee reviews material risks to
our business and the plans to mitigate and manage their potential impact.

b) Describe the
organisation’s
processes for managing
climate-related risks

c) Describe how processes
for identifying, assessing,
and managing climaterelated risks are integrated
into the organisation’s
overall risk management
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Part of Sage’s Enterprise Risk Framework also includes criteria for risk rating which we will use
to assess the severity of climate-related risks, including financial materiality.
Business risks are overseen by the Global Risk Committee. Sage also has regional Risk
Committees to oversee business risk impact at a regional level.
Sage uses a defined risk-rating criteria to assess exposure to key risks, including climate
change, which considers the likeliness and impact of each risk.
As Sage’s climate-related risks are further reviewed and defined, Sage will continue to
integrate climate risk into global and regional risk management processes.
Management teams across Sage functions are responsible for identifying, assessing, and
managing different types of climate-related risks within their respective areas of responsibility.
For example, climate risks associated with cloud hosting are considered by Sage’s Product
Team, whereas physical risks to the built environment resulting from extreme weather are
considered by Sage’s Property team.
Further detail of how Sage tracks, monitors, and reports risks is set out in the Risk
Management section of this report.
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Metrics and Targets
Recommendation

Response

a) Disclose the metrics
used by the organisation
to assess climate-related
risks and opportunities
in line with its strategy and
risk management process
b) Disclose Scope 1,
Scope 2, and, if appropriate,
Scope 3 GHG emissions,
and the related risks

Sage is preparing its Science Based Targets initiative (SBTi) implementation plan and will
submit this for plan to the SBTi before end June 2022. This implementation plan will include
metrics to monitor progress against emissions reductions.

c) Describe the targets
used by the organisation
to manage climate-related
risks and opportunities
and performance
against targets

Absolute and intensity-based (revenue) energy and GHG emissions metrics are currently
used to track progress against emissions targets.
Sage calculates and discloses emissions from our Scope 1 and Scope 2, in compliance with
SECR regulations. Sage also discloses emissions for certain Scope 3 categories.
Further detail about our GHG methodology and emissions is provided as part of Sage’s SECR
statement on page 32, as well as in our Sustainability and Society Report.
In June 2021, Sage committed to a 1.5oC aligned target. Sage is currently in the process
of developing an implementation plan to achieve this target which will be used to guide
our actions.
This involves achieving Net Zero by 2040 across Scopes 1, 2 and 3 emissions by 2040, reducing
the impact of our business operations and cutting emissions by 50% by 2030 against our
baseline year of 2019.
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People

The Sage Culture

At Sage, our colleagues are at the heart our business,
delivering great outcomes for our customers, communities
and each other every day. Our Colleague Promises set out
what Sage stands for to all colleagues and guide our
approach to building an inclusive, supportive and highperformance culture in which every colleague can do
their very best work.

Colleague Promises
“We are committed to people, driven by innovation,
energising everyone to make a difference.”

We are inclusive – be yourself and thrive.
We launched our new Diversity, Equity and Inclusion
strategy (DEI strategy) and invested in the leadership
capacity and capability we need to drive it forward.

Our leaders listen, creating outstanding
colleague experiences with you.
In FY21 we continued to be guided by what our colleagues
told us, and used those insights to continually improve the
colleague experience, remove barriers to execution and
drive positive change.

Come and do the best work of your life, collaborating to
grow, innovate and transform.
In FY21 we increased our focus on talent development and
succession planning at all levels – with a particular focus on
embedding customer centricity, innovation, and
accountability.

We do the right thing by our customers,
colleagues, and communities.
In FY21 we launched our new Sustainability and Society
strategy, ‘Knocking down barriers’. We’re building on the
success of Sage Foundation to commit even more to
tackling societal and economic inequality and playing our
part in protecting the planet. We also enhanced our focus
on wellbeing to support our colleagues through the
pandemic and beyond, helping them take care of their
mental, physical, financial and social wellbeing.

“ We can only execute on the
Strategic Priorities set out in this
report if we build a culture that
enables our colleagues to
perform at their very best; an
inclusive, innovative and
collaborative culture in which
every single colleague feels they
belong and can thrive.”
Amanda Cusdin
Chief People Officer
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Measuring our success1
Glassdoor Score

eNPS

FY20: 4.4
FY19: 3.5

FY20: +32
FY19: -6

4.2

+35

eSAT

Voluntary attrition

FY20: 81
FY19: n/a

FY20: 7.2%
FY19: 12.3%

81

9.6%

1. Sage uses employee Net Promoter Score (eNPS) and
employee Satisfaction (eSAT) as indicators of colleague
engagement and satisfaction, using the bi-annual Pulse
surveys to understand these scores.

We also launched Flexible Human Work –
a new framework for how, when and where
we work at Sage, that is built around flexibility
and collaboration.

Working together to create
outstanding experiences
Listening to our colleagues, and understanding
their experiences and how they feel, remains vital
to our success. Through bi-annual colleague ‘Pulse’
surveys, ongoing ‘Always Listening’ channels and
other feedback channels around moments that
matter, colleague feedback helps us to knock
down barriers, remove obstacles that hinder the
customer or the colleague experience and drive
positive change.
Over the last year this feedback has helped to
simplify metrics used by the customer services
team and provide valuable insight into how
our colleagues’ experience can impact the
customer experience.
Everyone at Sage is accountable for driving action
from our listening strategy. Results are openly
shared and leaders and managers create their
action plans with teams, and share case studies
of changes they have made.
Listening to colleagues has also formed a crucial
part of our hybrid working strategy, as colleague
input helped us develop our Flexible Human Work
framework (see next page).
We have a clear communications framework in
place to keep colleagues informed about what’s
happening across our business, including: an
annual global kick off; live monthly Q&As with
leaders; regular updates on our global intranet; and
localised channels to make global messages
relevant at a team level.
See page 43 of our Sustainability and Society Report
for more on our listening strategy and our latest
colleague engagement indicators.

Building a Sage where
everyone belongs
For Sage to be the company we want it to be, we need a bold, agile,
and comprehensive DEI strategy, which drives innovation and
enables all colleagues to succeed together.
This year we have made significant progress, with a new DEI vision
and public DEI commitments, an investment in leadership and
governance, plus substantial progress on flagship programmes.
Gender diversity remains an important part of our overall strategy
and we continued to close the mean gender pay gap to 7.3% in
April 2021 (2020: 7.6%; 2019: 10.2%), which is significantly below
the tech industry standard (20%) for our UKI business.
We also launched a new insight project, All About Us, inviting
colleagues in eight countries to voluntarily share more about
themselves, covering topics such as gender identity, sexual
orientation, and ability. This is allowing us to better understand the
impact that our systems and processes have so we can create an
equitable experience for all. This important milestone contributed
to us achieving a Bronze Standard Award in DEI from The
Employers Network for Equality & Inclusion.
Our DEI strategy now forms a key part of our wider Sustainability
and Society strategy, and in particular our commitment to tackling
digital inequality.
See pages 20-21 of our Sustainability and Society Report for more detail
on our DEI strategy, expanded Colleague Success Networks, new
initiatives, and key metrics around gender diversity within our business.

Sage gender balance1
Board gender balance

27% (3)
Female

11

73% (8)
Male

Executive Committee gender balance

44% (4)
Female

9

56% (5)
Male

Executive Committee and their direct reports gender balance2

42% (20)
Female

48

58% (28)
Male

Senior leadership gender balance3

42% (21)
Female

50

58% (29)
Male

All colleagues

42% (4,972)

57% (6,651)

1% (137) 11,760

Female
Male
Undisclosed
1. The gender balance data reflects the information as at 30 September 2021.
After year end, the Board gender balance has improved and at the date of
this report is at 30% female representation.
2. Executive Committee and their direct reports includes Executive Directors,
other Executive Committee members, Company Secretary and their direct
reports comprising individuals for whom they have direct line management
responsibility, excluding administrative and support roles (for example
personal assistants).
3. Senior leadership refers to c.50 leaders in Sage including Executive
Committee and Executive Team members.
At Sage, we know that there are more gender identities than the binary choice
of female or male that is used for standard reporting. This will be reflected in
our more detailed DEI report that will be published annually from 2022.
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People continued

Helping people do the best work of their lives
We continue our commitment to being a talent-led
organisation, with an increased focus on emerging talent
growth, succession planning and building a highperformance, learning-based culture, fit for the future.
In FY21 we continued to develop our leaders for today and
tomorrow. We strengthened our leadership capability,
through a range of tailored development programmes for
our Executive Team, and further deepened our leadership
pipeline, with 58 of our VP and Director colleagues attending
our Senior Leadership Programme.
Our internal fill rate remains high at 37% (up from 26% in
2019), and our emerging talent pipeline continues to build
through graduate and apprentice hiring. Additionally, our
talent pipeline has been strengthened through our Sage
Pathways programme, introduced to help young adults
start their career or support those returning to work
after a career break, by providing support, training,
and career opportunities at Sage (see page 31 of our
Sustainability and Society Report).
New customer-centric programmes were introduced for
colleagues at all levels, so colleagues can empathise
with Sage customers regardless of their role at Sage.
Over 1,000 colleagues have been trained on the design
thinking methodology through our internal ’10x Innovation’
movement which is helping to instil a culture of innovation
and experimentation across Sage.
We achieved our highest eNPS score to date in September
FY21 (+35, up 63 points since 2018) and have made progress
across other key measures of colleague engagement –
including awards received from organisations like Glassdoor
or Comparably – showing that our colleagues recognise and
feel the positive impact from our continuous focus on
enhancing the colleague experience at Sage.
See pages 20-25 of our Sustainability and Society Report for
more on how we’re building a high-performance culture for
leaders and colleagues.

Doing the right thing for our colleagues
The health, safety and wellbeing of our colleagues is a
key priority.
Sage is committed to helping colleagues take care of their
mental, physical, financial and social wellbeing, and we have
had a particular focus on mental wellbeing during the
pandemic. In FY21 we offered colleagues in all regions three
extra days off to rest and recharge, and gave everyone
access to the Headspace mindfulness app, funded by Sage.
We will continue to prioritise all forms of colleague wellbeing
as part of our wider people initiatives, to shape our culture,
create a more inclusive environment, and develop
sustainable high performance.
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Sage is also committed to supporting our colleagues with
visible and invisible disabilities and this commitment has
been reinforced with disability stated as one of our focus
areas in the new Global Diversity, Equity and Inclusion
strategy, alongside neurodiversity and accessibility, and
in alignment with our Diversity, Equity and Inclusion and
Wellbeing policies.
In FY21 the Sage Belong team guided the creation and
launch of our first Ability@Sage Colleague Success Network
in the UK and Ireland, appointed ExCo Ambassadors for
Disability and for Neurodiversity and supported Sage
Foundation with their implementation of the South Africa
Sage Pathways programme, which focused on creating
internship opportunities for talented people living with
a disability. As part of our Valuable 500 commitments, in
FY22 Sage is finalising and will then execute on, a three-year
global ability inclusion plan to support our Global Diversity,
Equity and Inclusion strategy based on our colleague data
and insights.
See page 23 of our Sustainability and Society Report for more
on how we’re supporting our colleagues’ wellbeing, and the
health and safety standards that we adhere to.

A future built on flexibility and collaboration
To achieve our ambition and deliver sustainable growth,
we need to be future-ready, ensuring the organisation is set
up to scale. In FY21 we focused on creating an organisation
design that allows us to deliver on our strategy in the short
and long term. This is being supported by reward structures,
talent acquisition models, succession and development
planning, and seamless integration of acquisitions, to
ensure we have the skills and capability to deliver now
and in the future.
In FY21 we launched Flexible Human Work. Co-created with
our colleagues, it is a flexible framework that sets out what
the future of work looks like at Sage and then empowers
teams to experiment with exactly how, when and where
colleagues work.
As part of this, we also launched Work Away, which allows
colleagues to work away from their home country for up to
ten calendar weeks in any 12-month period. Colleagues have
really engaged with this new offering, which enables Sage to
support colleague wellbeing and effectiveness by providing
more flexible options to balance work and travel.
In 2022 and beyond, we will continue to focus on
redesigning work to unlock true flexibility, with a focus
on outcomes, collaboration, inclusivity, fairness, and
sustainable productivity.
See pages 24-25 in our Sustainability and Society Report for
a full case study on Flexible Human Work.

Ethics and governance
Human rights

Anti-bribery and corruption

Governance and oversight

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/investors/
governance. 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.

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 FY21 identified any systemic
issues or breaches of our obligations
under The Bribery Act 2010. The
anti-bribery and corruption policy is
supported by our gifts & hospitality
and conflicts of interest policies
and the declaration and approval
procedures, as well as periodic audits
and reminders.

We recognise that assurance over our
business activities and those of our
partners and suppliers is essential.
During 2021 we monitored and
reported on the completion of our
mandatory Code of Conduct training
for all colleagues. You can read more
about our risk management and
principal risks from page 50 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 annually.
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Financial review

Financial review
Organic financial results
In FY21 Sage achieved organic recurring revenue growth
of 5% to £1,637m and organic total revenue growth of 3% to
£1,778m. The increase in recurring revenue was underpinned
by a 19% rise in Sage Business Cloud revenue to £997m,
reflecting strength from new customer acquisition together
with continued progress in migrating existing customers
from desktop to cloud solutions.
Other revenue (SSRS and processing) declined by 18% to
£141m, in line with our strategy to transition away from
licence sales and professional services implementations.
The Group’s organic operating profit decreased by 10% to
£343m, representing an organic operating margin of 19.3%
(FY20: 22.0%). This reflects the Group’s additional strategic
investment in sales and marketing and product development
(R&D) to accelerate growth in Sage Business Cloud,
primarily in cloud native.

Jonathan Howell
Chief Financial Officer

This financial review provides a summary
of Sage’s 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 also achieved underlying basic EPS of 23.09p,
strong underlying cash conversion of 126% and free cash
flow of £339m.

Portfolio view of revenue
Recurring
FY20
£m

Growth
%

FY21
£m

FY20
£m

Growth
%

£286m
£711m
£997m
£490m

£212m
£623m
£835m
£546m

+35%
+14%
+19%
-10%

£299m
£724m
£1,023m
£574m

£224m
£636m
£860m
£654m

+33%
+14%
+19%
-12%

£1,487m
£150m
£1,637m
67%

£1,381m
£172m
£1,553m
60%

+8%
-12%
+5%

£1,597m
£181m
£1,778m

£1,514m
£211m
£1,725m

+5%
-14%
+3%

Organic 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

FY21
£m

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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The portfolio view provides a breakdown of Sage’s organic
revenue by strategic product portfolio. Our principal focus
is to grow Sage Business Cloud, by acquiring new customers
and migrating existing customers to Sage’s cloud native
and cloud connected solutions. All customers within Sage
Business Cloud are able to connect to Sage’s digital network
of cloud services, leading to deeper customer relationships
and higher lifetime values.
Recurring revenue from cloud native solutions grew by 35%
in FY21 to £286m, driven by Sage Intacct together with other
solutions including Sage Accounting and Sage People,
primarily through new customer acquisition. Cloud native
growth has also been driven by migrations principally to
Sage HR, our HR management software for small customers,
and to Sage Partner Cloud, our managed cloud solution for
mid-sized customers.

The increase in cloud connected recurring revenue of 14%
to £711m reflects growth in both the Sage 50 and Sage 200
franchises. This has been driven by the migration of existing
customers, predominantly in International, as well as further
growth from new customers acquired in the period.
Overall, the Future Sage Business Cloud Opportunity, which
represents products in or with a clear pathway to Sage
Business Cloud, has performed well with recurring revenue
growth of 8%.
The Non-Sage Business Cloud portfolio comprises products
for which management does not envisage a path to Sage
Business Cloud. The revenue decline in this 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
International2
Group Total Revenue
Operating Profit
% Operating Profit Margin
Profit Before Tax
Net Profit
Basic EPS

Underlying1

FY21

FY20

Change

FY21

FY20

Change

£687m
£402m
£757m
£1,846m
£373m
20.2%
£347m
£285m
26.33p

£692m
£412m
£799m
£1,903m
£404m
21.3%
£373m
£310m
28.38p

-1%
-2%
-5%
-3%
-8%
-1.1 ppts
-7%
-8%
-7%

£687m
£402m
£757m
£1,846m
£358m
19.4%
£333m
£250m
23.09p

£651m
£412m
£794m
£1,857m
£400m
21.6%
£376m
£292m
26.74p

+6%
-2%
-5%
-1%
-11%
-2.2 ppts
-12%
-14%
-14%

Notes:
1. Revenue and profit measures are defined in the Glossary.
2. Since H1 21, the International segment includes Central and Southern Europe, in addition to the Africa and Asia-Pacific (APAC) region. For reporting
under IFRS 8, we continue to report Central and Southern Europe as “International – Central and Southern Europe” and the former International
segment as “International – Africa and APAC”.

The Group achieved statutory total revenue of £1,846m, a
3% decrease on the prior year, reflecting the disposals of
Sage Pay and Sage’s Brazilian business in FY20, together
with foreign exchange headwinds, principally in relation to
the US dollar. Underlying total revenue, which normalises
the comparative period for foreign exchange movements,
reduced by 1%.

Statutory operating profit decreased by 8% to £373m,
primarily reflecting the additional strategic investment in
the business, with non-recurring net gains slightly higher
than the prior year, driven by disposals. Underlying operating
profit, which excludes recurring and non-recurring items,
decreased by 11% to £358m.
Statutory basic EPS decreased by 7% to 26.33p, reflecting
the additional strategic investment and the post-tax impact
of recurring and non-recurring items. Underlying basic EPS
declined by 14% to 23.09p.
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Underlying and organic reconciliations to statutory
FY21
Revenue Operating Profit

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

FY20
Operating
Margin %

Revenue

Operating Profit

Operating
Margin %

£1,846m
–

£373m
£40m

20.2%
–

£1,903m
–

£404m
£53m

21.3%
–

–
–
–
–
–
–
£1,846m
(£40m)
(£28m)
£1,778m

(£126m)
–
–
£62m
£9m
–
£358m
(£7m)
(£8m)
£343m

–
–
–
–
–
–
19.4%
–
–
19.3%

–
–
–
–
–
(£46m)
£1,857m
(£103m)
(£29m)
£1,725m

(£141m)
£19m
£21m
£22m
£33m
(£11m)
£400m
(£14m)
(£6m)
£380m

–
–
–
–
–
–
21.6%
–
–
22.0%

Notes:
1. Recurring and non-recurring items are detailed in the paragraph below and in note 3 of the financial statements.
2. Impact of retranslating FY20 results at FY21 average rates.

Revenue
The Group achieved statutory and underlying revenue of
£1,846m in FY21. Underlying revenue in FY20 of £1,857m
reflects statutory revenue of £1,903m retranslated at current
year exchange rates, resulting in an FX adjustment of £46m.
Organic revenue of £1,778m (FY20: £1,725m) reflects
underlying revenue adjusted for £40m of revenue from
Sage’s businesses in Poland, Australia and Asia, which
were sold during the period, and £28m (FY20: £29m) from
assets held for sale at the end of the period, including
Sage’s business in Switzerland and the South African
payroll outsourcing business. In FY20, revenue from
disposals included £69m of revenue from Sage’s businesses
in Poland, Australia and Asia, and £34m from Sage Pay and
Sage’s Brazilian business.

Operating profit
The Group achieved a statutory operating profit in FY21 of
£373m (FY20: £404m). Underlying operating profit of £358m
(FY20: £400m) reflects statutory operating profit adjusted for
recurring and non-recurring items. Recurring items of £40m
(FY20: £53m) comprise £31m of amortisation of acquisitionrelated intangibles (FY20: £33m) and £9m of M&A related
charges (FY20: £20m).
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Non-recurring items include a £126m net gain on disposal
of subsidiaries from the sale of Sage’s businesses in Poland,
Australia and Asia (FY20: £141m net gain from the disposals
of Sage Pay and Sage’s Brazilian business). This is partly
offset by a £62m provision for employee restructuring costs,
comprising £67m relating to the business simplification
announced in September and a £5m reversal of professional
services restructuring costs that had previously been
provided for, together with a non-cash accelerated
depreciation charge relating to the relocation of our
North Park office in Newcastle of £9m (FY20: £33m).
Organic operating profit of £343m (FY20: £380m) reflects
underlying operating profit adjusted for £7m of operating
profit from Sage’s businesses in Poland, Australia and
Asia (FY20: £10m) and £8m of operating profit from assets
held for sale at the end of the period (FY20: £6m). In FY20,
operating profit from disposals included a further £4m
from Sage Pay and Sage’s Brazilian business.

Organic revenue overview
FY21
Organic Revenue Mix

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

FY20

% Change

£m

% of Total

£m

% of Total

£1,242m
£395m
£1,637m
£141m
£1,778m

70%
22%
92%
8%
100%

£1,116m
£437m
£1,553m
£172m
£1,725m

65%
25%
90%
10%
100%

+11%
-10%
+5%
-18%
+3%

Organic total revenue increased by 3% in FY21 to £1,778m. Organic recurring revenue grew by 5% to £1,637m, supported by
an 11% increase in software subscription revenue to £1,242m, 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 10%
to £395m reflects customers migrating from maintenance and support to subscription contracts. Other revenue (SSRS
and processing) declined by 18% to £141m, in line with our strategy to transition away from licence sales and professional
services implementations.

North America
Organic Revenue by Category

Northern Europe
FY21

FY20

% Change

FY21

FY20

% Change

Organic Total Revenue
Organic Recurring Revenue

£687m
£641m

£651m
£597m

+6%
+7%

Organic Total Revenue
Organic Recurring Revenue

£402m
£391m

£394m
£377m

+2%
+4%

% Sage Business Cloud
Penetration
% Subscription Penetration

73%
66%

71%
61%

+2 ppts
+5 ppts

% Sage Business Cloud
Penetration
% Subscription Penetration

86%
90%

82%
85%

+4 ppts
+5 ppts

FY21

FY20

% Change

£543m
£164m
£98m

£504m
£134m
£92m

+8%
+22%
+6%

Organic Recurring Revenue

US
Of which Sage Intacct
Canada

North America achieved organic recurring revenue growth
of 7% to £641m and organic total revenue growth of 6% to
£687m. Sage Business Cloud penetration is now 73%, up
from 71% in the prior year, driven by growth in cloud native
and cloud connected solutions, while subscription
penetration is 66%, up from 61% in the prior year.
Cloud native growth was driven through Sage Intacct,
which delivered recurring revenue growth of 22% to £164m
reflecting continued strong progress driven by accelerating
new customer acquisition.

Organic Revenue by Category

Northern Europe (UK & Ireland) achieved organic recurring
revenue growth of 4% to £391m and organic total revenue
growth of 2% to £402m. Sage Business Cloud penetration is
now 86%, up from 82% in the prior year, while subscription
penetration is 90%, up from 85% in the prior year.
Recurring revenue growth reflects accelerating growth in
cloud native solutions, supported by further growth in Sage
50 cloud connected.
Cloud native revenue growth in Northern Europe was driven
by new customer acquisition in Sage Accounting, Sage
People and AutoEntry, together with migrations to Sage HR.
Sage Intacct continues to grow rapidly in the UK, building a
good momentum in new contract wins through both direct
sales and the partner channel.

Recurring revenue in the US increased by 8% to £543m,
driven by Sage Intacct together with continued growth in
small and medium cloud connected products, primarily the
Sage 200 franchise and supported by Sage 50 solutions.
Total revenue for the US increased by 6% to £584m.
In Canada, recurring revenue increased by 6% to £98m and
total revenue by 5% to £103m, driven by growth in Sage 50
cloud and Sage 200 cloud solutions.
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Operating profit

International
Organic Revenue by Category

FY21

FY20

% Change

Organic Total Revenue
Organic Recurring Revenue

£689m
£605m

£680m
£579m

+1%
+4%

% Sage Business Cloud
Penetration
% Subscription Penetration

47%
62%

Organic Recurring Revenue

Central and Southern
Europe
France
Central Europe
Iberia
Africa & APAC

35% +12 ppts
56% +6 ppts

FY21

FY20

% Change

£480m
£257m
£102m
£121m
£125m

£465m
£245m
£96m
£123m
£115m

+3%
+5%
+6%
-2%
+9%

The International region achieved organic recurring revenue
growth of 4% to £605m and organic total revenue growth of
1% to £689m. Sage Business Cloud penetration is now 47%,
up from 35% in the prior year, while subscription penetration
is now 62%, up from 56% in the prior year.
In France, recurring revenue increased by 5% to £257m,
with a strong performance in cloud connected, and further
growth in cloud native solutions. Total revenue in France
increased by 3% to £281m.
Central Europe achieved recurring revenue growth of 6%
to £102m while total revenue increased by 4% to £132m.
Growth in the region is driven by a combination of cloud
connected and local products.
In Iberia, while subscription revenue increased by 18%,
overall recurring revenue decreased by 2% to £121m,
reflecting a reduction in maintenance and support revenues,
as non-subscription customers opted not to renew their
maintenance and support contracts, principally during the
first half. Total revenue decreased by 4% to £137m.
Africa & APAC delivered strong recurring revenue growth
of 9% to £125m, driven by a continued good performance
in cloud native solutions, particularly Sage Accounting in
Africa, and supported by growth in local products. Total
revenue in Africa & APAC was broadly flat at £139m
compared with the prior year.
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The Group achieved organic operating profit of £343m
(FY20: £380m), representing a margin of 19.3% (FY20: 22.0%).
This margin reflects increased strategic investment in sales
and marketing and product development (R&D) to drive
growth. During the year, the Group reassessed its bad debt
provision in connection with Covid-19, resulting in an £8m
credit to operating profit.
Underlying operating profit was £358m (FY20: £400m),
representing a margin of 19.4% (FY20: 21.6%). The difference
between organic and underlying operating profit reflects the
operating profit from assets sold during the period (Sage’s
businesses in Poland, Australia and Asia in FY21, and Sage
Pay and the Brazilian business in FY20) and assets held for
sale (Sage’s business in Switzerland and Sage’s South
African payroll outsourcing business).
EBITDA was £443m (FY20: £486m) representing a margin
of 24.1%. The reduction in EBITDA reflects the additional
strategic investment made during the year. While the charge
for share based payments increased by £7m to £36m
(FY20: £29m) reflecting the expansion of equity reward
schemes, this was offset by an £8m reduction in underlying
depreciation and amortisation to £49m (FY20: £57m) as a
result of the Group’s property rationalisation programme
and assets held for sale.

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

FY21

FY20

£343m
£7m
£8m
£358m

£380m
£14m
£6m
£400m

£49m
£36m
£443m

£57m
£29m
£486m

FY21 Margin
%

19.3%

19.4%

24.1%

Net finance cost

Cash flow

The statutory net finance cost for the period decreased to
£26m (FY20: £31m), primarily reflecting the reduced impact
from FX movements on intercompany balances, and is
broadly in line with the underlying net finance cost of £25m
(FY20: £25m).

The Group remains highly cash generative with underlying
cash flow from operations of £451m (FY20: £505m),
representing an underlying cash conversion of 126%
(FY20: 123%). Importantly, the Group has continued to
deliver cash conversion in excess of 100% for three years.
This strong cash conversion reflects further growth in
subscription revenue and sustained improvements in
working capital, with continued strength in receivables
collection. Free cash flow was £339m (FY20: £382m), largely
reflecting continued strong underlying cash conversion and
a reduction in net interest and income tax paid.

Taxation
The underlying tax expense for FY21 was £83m (FY20: £84m),
resulting in an underlying tax rate of 25% (FY20: 23%).
The statutory income tax expense for FY21 was £62m
(FY20: £63m), resulting in a statutory tax rate of 18%
(FY20: 17%).
The difference between the underlying and statutory rate
in FY21 primarily reflects a non-taxable accounting net gain
on disposals, partially offset by the non-tax-deductible
accelerated depreciation charge relating to the relocation
of our North Park office in Newcastle.
The FY21 underlying tax rate has increased primarily as a
result of certain non-recurring adjustments in FY20.

Earnings per share
FY21

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

26.33p
3.01p
(6.25p)
–
23.09p

FY20

28.38p
4.57p
(5.52)p
(0.69p)
26.74p

% Change

-7%

-14%

Underlying basic earnings per share of 23.09p was 14% lower
than the prior period (FY20: 26.74p), reflecting the decrease
in underlying operating profit due to additional strategic
investment.
Statutory basic earnings per share decreased by 7%,
reflecting the reduction in underlying basic earnings per
share and the post-tax impact of recurring and nonrecurring items.

Cash Flow APMs

Underlying operating profit
Depreciation, amortisation and
non-cash 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

FY20
FY21 (as reported)

£358m

£411m

£47m
£36m
£65m
(£55m)

£56m
£29m
£45m
(£36m)

£451m
126%

£505m
123%

(£9m)
(£19m)
(£81m)

(£4m)
(£26m)
(£93m)

(£3m)
£339m

–
£382m

FY20
FY21 (as reported)

£476m
£30m
(£55m)

£527m
£14m
(£36m)

£451m

£505m
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Financial review continued

Net debt and liquidity

Capital allocation

Group net debt was £247m at 30 September 2021
(30 September 2020: £151m), comprising cash and cash
equivalents of £567m (30 September 2020: £848m) and total
debt of £814m (30 September 2020: £999m). The increase in
net debt in the period is summarised in the table below.

Sage maintains a disciplined approach to capital allocation.
The Group’s focus is to accelerate strategic execution
through organic and inorganic investment, including
through acquisitions of complementary technology and
partnerships to enhance Sage Business Cloud and further
develop Sage’s digital network. In line with management’s
focus on core geographies, Sage’s businesses in Poland,
Australia and Asia were sold during the year, and a sale
agreement was announced in respect of the disposal of
Sage’s Swiss business.

FY21

Net debt at 1 October
Free cash flow
New leases
Net proceeds from disposal of
subsidiaries
M&A and equity investments
Dividends paid
Share buyback
FX movement and other
Net debt at 30 September

FY20

(£151m)
£339m
(£8m)

(£529m)
£382m
(£30m)

£142m
(£39m)
(£189m)
(£353m)
£12m
(£247m)

£212m
(£10m)
(£186m)
(£7m)
£17m
(£151m)

The Group’s debt is sourced from a syndicated multicurrency Revolving Credit Facility (RCF), US private
placement (USPP) loan notes, and sterling denominated
bond notes. The Group’s RCF expires in February 2025 with
facility levels of £669m (split between US$719m and £135m
tranches). At 30 September 2021, the RCF was undrawn
(FY20: £294m).
The Group’s USPP loan notes at 30 September 2021 totalled
£370m (US$400m and EUR 85m) (FY20: £387m – US$400m
and EUR 85m). The USPP loan notes have a range of
maturities between January 2022 and May 2025.
The Group issued a debut £350m 10-year bond in February
2021, with a coupon of 1.625%. This issuance enabled the
Group to extend the maturity of its debt portfolio and to
diversify its funding sources. The net proceeds were used
to repay an existing £200m syndicated Term Loan that
was due to expire in September 2022 and for general
corporate purposes.
Sage currently has an investment grade issuer credit rating
assigned by Standard and Poor’s of BBB+ (stable outlook).
Maturities within the next 18 months comprise EUR 55m
(£47m) and EUR 30m (£26m) of the Group’s USPP loan
notes in January 2022 and January 2023 respectively.
The Group had £1,236m of cash and available liquidity at
30 September 2021, comprising cash and cash equivalents
of £567m and undrawn facilities of £669m.
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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, we have
increased the full-year dividend by 2.5% to 17.68p.
The Group also considers returning surplus capital to
shareholders. On 4 March 2021 Sage launched a £300m
share buyback programme that completed on 3 September
2021. A total of 45.4 million shares were purchased under
this programme and are held as treasury shares. A further
£300m share buyback programme commenced on
6 September and is expected to end no later than
24 January 2022. As at 12 November, 28 million shares had
been purchased under the current programme for a total
consideration of £202m and held in treasury.
FY20
FY21 (as reported)

Net debt
EBITDA (Last Twelve Months)
Net debt/EBITDA Ratio

£247m
£443m
0.6x

£151m
£498m
0.3x

Group net debt as at 30 September 2021 was £247m and
EBITDA over the last 12 months was £443m, resulting in
a net debt to EBITDA leverage ratio of 0.6x. Group return
on capital employed (ROCE) for FY21 was 19% (FY20 as
reported: 20%).
Sage plans to operate in a broad range of 1 to 2x net debt
to EBITDA over the medium term, with flexibility to move
outside this range as the business needs require.
Accordingly, we expect our leverage ratio to move back to
the medium-term range, through organic investment, M&A
and/or capital returns.

Going concern
The Directors have robustly tested the going concern
assumption in preparing these financial statements,
taking into account the Group’s strong liquidity position at
30 September 2021 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 158 and in note 1 of the
financial statements on page 181.

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 ($)
Canadian Dollar (C$)
South African Rand (ZAR)
Australian Dollar (A$)

FY21

FY20

Change

1.15
1.37
1.73
20.28
1.82

1.14
1.28
1.72
20.67
1.88

1%
7%
1%
-2%
-3%

Annual Report and Accounts 2021 | The Sage Group plc.

49

Risk management

Risk-informed decision making
We have designed a Risk Management
Framework, which helps Sage manage strategic,
operational, commercial, financial, 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.

How we identify risk

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.

Business risks are consolidated into a Group-wide
view and presented to 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, strategic,
commercial, operational, financial and compliance risks,
as well as driving action and supporting accountability for
risk management.

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 pose
the greatest threat to the success of business activities
across the Group and may also feed into our principal risks.

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 risk
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.
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.
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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
All Colleagues
Identify, own,
manage, operate

Our three
lines model
3

2

Sage Assurance

Sage Risk and Sage
Business Integrity

Independent and

Guide, support,

objective

challenge

Report

Monitor

Identify

Our risk
management
process

Assess

Respond
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Risk management continued

How we manage risk
Figure 1 on page 51 and Figure 2 on page 54 present
an overview of our process and governance structures,
including the Audit and Risk Committee and Board.
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 conduct 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. 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 54 to 56.
Throughout 2021, Sage Risk has continued to embed the
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
continued to embed 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. The Enterprise Risk
Management Framework is also supported by the business
continuity programme.
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.
Sage Risk also has a single global incident reporting portal,
with all entities and functions across the Group using
a single, unified approach to reporting incidents.
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In 2021, to recognise the growing importance of risk
management in our business and strengthen the three lines
of defence model we have created three new roles. The EVP,
Chief Risk Officer is a newly created elevated position which
oversees all aspects of risk management in Sage, acting as
principal risk advisor to the Executive Committee and Board.
Working with the Chief Risk Officer is the Vice President of
Risk, a new senior leadership role dedicated to the
management of Sage’s Enterprise Risk Management
Framework described above. The newly created Vice
President of Assurance position helps Sage enable
independence of the Assurance function and to ensure
dedicated focus on the development of our integrated
assurance model.

Risk culture
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 FY21, culture continued to be managed as a
principal risk.
Our three lines of defence 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.
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.
During 2021 we continued the roll out of our compliance
training programme, applying scientific theories and
principles into learning design. We provided 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 particular,
we launched a global Security Awareness learning to
colleagues globally in support of a wider security culture
transformation programme to ensure colleagues are able to
identify and respond appropriately to security risks, and to
operate with a security-by-design mindset.

Security awareness
Employee case study
Security Awareness learning deployed to all
colleagues during this financial year showed that
99% of colleagues know to report security concerns
and 97% of colleagues assume personal responsibility
for security at Sage. Demonstrating the transition
from theoretical learning into practical application
of knowledge, we saw a 50% increase in our Phishing
Resiliency Rating after colleagues had completed
the learning.
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Risk management continued
Figure 2

Risk governance
Audit and Risk
Committee

We operate a formal
governance structure
to manage risk.

Board

Executive
Committee

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.

Audit and Risk Committee
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. Further
information on the Committee’s activity in 2021 is set out in
the Audit and Risk Committee Report on pages 110 to 119.

• 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; and
• Provide the Board and Audit and Risk Committee
with sufficient and effective information to enable them
to discharge their risk reporting requirements.
The Global Risk Committee’s membership includes the
Chief Executive Officer, all principal risk owners and
rotational representation from across the business.
Relevant regional or emerging risks are escalated from the
Regional Risk Committees and Corporate Risk Boards to the
Global Risk Committee where necessary.

Executive Committee

Regional Risk Committees

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.

Seven Regional Risk Committees were operational
throughout FY21 in Africa-Middle East, Asia-Australia,
North America, Northern Europe, Central Europe, Southern
Europe and Iberia. Each Committee met four times during
FY21. During 2021, 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.

Global Risk Committee
The Global Risk Committee is chaired by the General
Counsel and Company Secretary, supported by the EVP
Chief Risk Officer, 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;
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Corporate Risk Boards
Four Corporate Risk Boards were operational during FY21,
being the Global Commercial Product Office Risk Board,
Global Security Committee, Global Data Privacy Forum and
Global IT Risk Board.

Vice President
Assurance

Chief Risk
Officer

Sage Risk

Regional Risk
Committees
Global Risk
Committee

Corporate Risk
Boards

Global Commercial Product Office Risk Board

Global Data Privacy Forum

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
principal risks, 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 Management
are advised on the product lifecycle exposure of the Group.
This Board also supports the management of the Live
Services Management principal risk. The risk board meets
on a monthly basis.

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 Security Committee
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 Management on the current
cyber and information risk exposure of the Group. The
committee 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 Sage’s
internal IT processes. This includes advising management
and the Global Risk Committee on the current IT risk
exposure of the Group and ensuring that the appropriate
technical and organisational measures are in place. The
board meets on a monthly basis.

Executive Vice President (“EVP”) Chief Risk Officer
The EVP Chief Risk Officer is responsible for the second-line
functions, namely Sage Risk and Sage Business Integrity.
The EVP Chief Risk Officer 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 EVP Chief Risk Officer
attends the quarterly Audit and Risk Committee meetings.
The EVP Chief Risk Officer is also responsible for the Sage
Insurance programme, the Sage Business Continuity
Programme and cyber security across the Group.
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Risk management continued

Sage Risk

Risk management and internal controls

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 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.

The Board retains overall responsibility for setting Sage’s
risk appetite and for risk management and internal
control systems.

Sage Business Integrity
Sage Business Integrity empowers colleagues to grow
Sage with confidence and in good conscience, to achieve
sustainable success. The team continues to transform
the way colleagues think by empowering them to make
decisions at the right time to safeguard Sage and help make
it the best business that it can be. This is achieved through
education in risk identification and legislative requirements,
by leveraging technology enablers fit for a thriving
technology company, as well as supporting first-line
colleagues in designing and then monitoring suitable
control frameworks to mitigate risk. By doing so, the
Business Integrity team drives compliance with the Sage
Business Control Framework and provides oversight to
enhance the existing Sage due diligence framework.

Sage Assurance
Sage Assurance is led by the VP Assurance, and its purpose
and activities are set out in the Internal Audit section of the
Audit and Risk Committee Report on page 117. The VP
Assurance attends the quarterly Audit and Risk Committee
meetings and regularly meets with the Chair of the Audit
and Risk Committee outside these meetings.

56

Annual Report and Accounts 2021 | The Sage Group plc.

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;
• 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 1 to 66
and about the associated work of the Audit and Risk
Committee on pages 110 to 119.

Principal risks and uncertainties

Leveraging our risk profile
In FY21 we continued to accelerate our cloud transition.
Our principal risks have evolved as we have leveraged our
risks and opportunities in support of our strategic goals.
Our risk reporting provides 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.

Principal risks

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 FY22.

We continued to simplify our risk reporting and align our
risk metrics and appetite statements with our strategic
goals. We also continued our focus on emerging risks,
through incorporation into our principal risk assessment
and monitoring programme and through dedicated ‘horizon
scanning’ reviews.

Covid-19

As described in the previous pages, principal risks are
formally reported to the Global Risk Committee, alongside
escalated local risks and emerging risks. The following table
describes a range of measures in place to manage and
mitigate our principal risks. It should be noted that the
risks are not listed in order of importance.

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

Brexit
During this fiscal year, the UK completed its exit from
the European Union. As anticipated, the Group did not
experience any adverse material impacts on day-to-day
operations due to the local nature of our business
operations and customer needs.

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. We added a new
principal risk titled Environment, Social and Governance to
ensure risks relating to climate and societal changes are
adequately captured and managed and to acknowledge the
importance of operating in a socially and environmentally
conscious manner.

Emerging risks
In FY21, a process to identify and assess emerging risks
was formally incorporated into Sage’s Enterprise Risk
Management Framework. As part of this process, Sage
defined emerging risks as external or internal events not
previously identified by the organisation which do not yet
have clearly understood organisational impacts. The
process involves business leaders as well internal and
external subject matter experts and considers events across
all possible categories, including technology, customers,
regulations, socioeconomic factors, and competitor
behaviour. The new process seeks to understand and
prioritise new and emerging risks and ensure they are
reported to the Global Risk Committee and managed
appropriately by the business.

A key area of uncertainty for Sage leading up to the
separation was in relation to the use of personal data.
However, the EU approved adequacy decisions for the
EU GDPR which means data can continue to flow as it did
before. The General Data Protection Regulation has been
kept in UK law as the UK GDPR and we continue to monitor
post-Brexit changes.
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Principal risks and uncertainties continued

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.

Management and mitigation

• Brand health surveys to provide an understanding of
customer perception of the Sage brand and its products,
used to inform and enhance our market offerings
• A Market and Competitive Intelligence team to provide
Strategic alignment:
insights that Sage uses to win in the market
•
Utilisation of customer activity and churn data, to
Risk context
understand their appetite for products and features
As Sage continues to transform its business and brand,
understanding of how to attract customers whilst retaining its • Master repository of customer MI by region and by
product which supports the identification of trends
existing customers and migrating those who are ready to move
such as time in product, seasonal trends, and usage
to the cloud is essential. This requires a deep and continuous
flow of insights supported by processes and systems.
• Customer Advisory Boards, Customer Design Sessions
and NPS detractor call-back channels to constantly
By understanding the needs of our customers, Sage will
gather information on customer needs.
differentiate itself from competitors, build compelling value
propositions and offers, leverage key drivers to identify
opportunities, influence product and process roadmaps,
decrease churn and drive more effective revenue generation.

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:
Risk context

We need to execute, in a sound and methodical manner at
pace, a prioritised product strategy that continues to simplify
our product portfolio, focuses on our strategic cloud native
offerings, and builds innovative and differentiated capabilities
and solutions.

Management and mitigation

• Refined product strategy in line with FY22 strategic
objectives and ambitions, based on our market
understanding and customer expectations
• New product organisation and governance model to
improve the way we build and launch products
• Migration framework in key countries to support our
customers in their journey to the cloud
• Sage Intacct is now available in the UK, Australia and
South Africa as part of our internationalisation
programme
• Improved proposition for accountants, including the
acquisition of GoProposal
• Enhanced governance and planning framework aligned
to market objectives
• Strengthened product design governance to ensure
product development is always driven by our
understanding of our ability to penetrate key markets.

Key

Risk environment change
Scale Sage Intacct

Expand medium beyond financials

Improving

Build the small business engine

Scale the network

Stable

Learn and disrupt
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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:
Risk context

We must be able to rapidly deploy new innovations to our
customers and partners by introducing technologies, services,
or new ways of working.
Innovation requires us to address how we drive change and
transformation across our people, processes and technology,
and how we differentiate our products and drive customer
efficiencies.

4

Management and mitigation

• Continued focus on AI/ML development coupled with
a drive to improve how to exploit data to provide better
management insight to our customers
• Leveraging Sage ID and the Sage Business Cloud to
deliver a unified and highly personalised experience for
each customer across the entirety of the customer
experience and Sage Digital Network
• Enhanced, consistent digital experience for all Sage
Business Cloud users through the Sage Design System
• 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
• Strategic acquisition and collaboration with partners
to complement and enable accelerated innovation
• Focused colleague engagement to accelerate
innovation across the organisation through a
Continuous Innovation Community.

Route to Market

If we fail to deliver a bespoke blend of route to market channels Management and mitigation
in each country, based upon common components, we will not • Market data and intelligence is used to support
decision making regarding the best routes to market
be able to efficiently deliver the right capabilities and
experiences to our current and future customers.
• Dedicated colleagues are in place to support partners,
and to help manage the growth of targeted channels
Strategic alignment:
• Sale processes are targeted and configured by region
for key customer segments and verticals
Risk context
We have a blend of channels to communicate with our current • sage.com has been enhanced to provide clearer user
journeys to enable customer conversion
and potential customers and ensure our customers receive the
right information on the right products and services at the right • Onboarding of new partners to support acceleration in
time. Our sales channels include selling directly to customers
cloud native product utilisation
through digital and telephony channels, via our accountant
• New routes to market are being opened through
network and through partners, valued added resellers (VARs)
partnerships with payment and banking
and Independent Software Vendors (ISVs).
technology providers
• Centre of Excellence created to support our Indirect
We use these channels to maximise our marketing and
Sales and Third Party approach.
customer engagement activities. This can shorten our sales
cycle and ensure that customer retention is improved.
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Principal risks and uncertainties continued

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.

Management and mitigation

• Battlecards are in place for key products in all countries,
setting out the strengths and weaknesses of
competitors and their products
• A data-driven Customer Success Framework to enhance
Strategic alignment:
the customer experience and ensure that Sage is better
positioned to meet the current and future needs of the
Risk context
customer
We must maintain a sharp focus on the relationship we have
•
Customer Journey mapping and mapping of the five
with our customers, constantly focusing on delivering the
core customer processes to ensure appropriate strategy
products, services and experiences our customers need to
alignment and alignment to Target Operating Model
be successful. If we do not do this, they will likely find another
• ‘Customer for life’ roadmaps, detailing how products fit
provider who does give them these things. Conversely, if we
together, any interdependencies, and migration
do these things well these customers will stay with Sage,
pathways for current and potential customers
increasing their lifetime value, becoming our greatest
marketing advocates.
• Continuous Net Promoter Score (NPS) surveying allows
Sage to identify customer challenges rapidly, and
Whilst Sage is known for its quality customer support, this area
respond in a timely manner to emerging trends
requires constant, proactive focus. By helping customers to
•
A specialised Procurement function supports the
recognise and fully realise the value of Sage’s products we can
business with the selection of strategic third-party
help increase the value of these relationships over time and
suppliers and negotiation of contracts.
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.

6

Third Party Reliance

If we do not embed our partners as an integral and aligned part Management and mitigation
of Sage’s go-to-market strategy in a timely manner, we will fail • The appointment of an experienced senior leader to
strengthen our Global Partner Alliance team
to deliver the right capabilities and experiences to our customers.
• Centre of Excellence for our Indirect Sales and ThirdStrategic alignment:
Party partners
• Dedicated colleagues in place to support partners, and
Risk context
to help manage the growth of targeted channels
Sage places reliance on third-party providers to support the
• Standardised implementation plans for Sage products
delivery of our products to our customers through the
that facilitate efficient partner implementation
provision of cloud native products.
•
Managed growth of the API estate, including enhanced
Sage also has an extensive network of sales partners critical to our
product development that enables access by third-party
success in the market, and suppliers upon whom it places reliance.
API developers
Any interruption in these services or relationships could have a • Enhanced third-party management framework,
profound impact on Sage’s reputation in the market and could
to support closer alignment and oversight of
result in significant financial liabilities and losses.
third-party activities.

Key

Risk environment change
Scale Sage Intacct

Expand medium beyond financials

Improving

Build the small business engine

Scale the network

Stable

Learn and disrupt
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7

People and Performance

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.

Management and mitigation

• Extensive focus on hiring channels to ensure we are
attractive in the market through our enhanced
employee value proposition, enhanced presence
Strategic alignment:
through social media such as Glassdoor, Comparably,
Twitter, LinkedIn, and Facebook
Risk context
•
Hiring practices focused on the skills we need in balance
As we evolve our priorities, the capacity, knowledge and
with organisational costs supported by a methodology
leadership skills we need will continue to change. Sage will not
for upskilling and building capability in the long term
only need to attract the talent and experience we will need to
from within the organisation
help navigate this change. We will also need to provide an
environment where colleagues can develop to meet these new • Reward mechanisms designed to incentivise and drive
the right behaviour with a focus on ensuring fair and
expectations, an environment where everyone can perform at
equitable pay in all markets
their very best.
• Focused development of our leaders to ensure they
By empowering colleagues and leaders to make decisions,
create the environment which enables colleagues to
be innovative, and be bold in delivering on our commitments,
thrive and perform at their very best
Sage will be able to create an attractive working environment.
•
Placing colleagues (and customers) at the heart of
By addressing drivers of colleague voluntary attrition, and
our response to the Covid-19 pandemic, including
embracing the values of successful technology companies,
the availability of ‘Headspace’, our ‘Always Listening’
Sage can increase colleague engagement and create an
portal and ‘Your Voice’ Hub and an additional three
aligned high-performing team.
paid days off from work to help cope with the stresses
of the pandemic.

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 maintain a culture,
that meets Sage’s business ambitions.

Strategic alignment:
Risk context

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 is
critical in Sage’s success. 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 fosters a culture that
provides customers a rich digital environment.
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 allowing 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.

Management and mitigation

• Integration of Values and Behaviours into all colleague
priorities including talent attraction, selection,
onboarding as well as performance management
• 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
• Six new commitments to diversity, equity and inclusion
(DEI) including zero tolerance to discrimination, equal
chance to everyone, inclusive culture, removing barriers,
DEI education, and development of a new DEI strategy
to ensure we deliver on our commitments
• A new three-year DEI strategy focuses on building
diverse teams, an equitable culture, and fostering
inclusive leadership. This strategy is supported by
measurable plans and metrics to track progress
• Code of Conduct communicated to all colleagues,
and subject to certification every two years
• 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.
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Principal risks and uncertainties continued

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:
Risk context

Information is the life blood of a digital 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.

Management and mitigation

• Multi-year cyber security programmes in IT and products
to ensure Sage is driving continuous improvement and
cyber risk reduction across technology, business
processes and culture
• Accountability 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 oversees information
protection
• Formal certification schemes maintained across the
business, and include internal and external validation
of compliance
• All colleagues are required to undertake awareness
training for information management and data
protection, with a focus on the GDPR requirements
• An Information Security Risk Management Methodology
is deployed to provide objective risk information on our
assets and systems.

Key

Risk environment change
Scale Sage Intacct

Expand medium beyond financials

Improving

Build the small business engine

Scale the network

Stable

Learn and disrupt
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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.

Strategic alignment:
Risk context

Data is central to the Sage strategy to deliver our ambition
of a digital network. The strategy is underpinned by our ability
to innovate and develop solutions to enhance customer
propositions, improve insight and decision making and create
new business models and ecosystems. Successful ability to
use data will accelerate our growth and will be a key driver in
helping customers transform how they run and build their
businesses.

11

Management and mitigation

• Data strategy across customer, product, and enterprise
data to support the delivery of customer value and solve
customer problems, including the use of enhanced
Artificial Intelligence /Machine Learning capabilities
• Global data function created to drive focus and
alignment across the organisation
• Focus on developing Sage ID and Service Fabric to
enable better data accuracy and insight
• Plan to increase digital network participation, which will
contribute to more data to support the delivery of real
customer value and solve real customer problems
• Customer consent service deployed to manage
compliance usage of data assets
• Governance policies, processes and tooling to enhance
and manage the quality and consistency of our data.

Live Services Management

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.

Strategic alignment:
Risk context

As Sage transitions to a digital company, we continue to
focus on scaling our current and future platform services
environment in a robust, agile, and speedy manner to ensure
the delivery of a consistent and robust cloud platform and
associated digital network.
Sage must provide the right infrastructure and operations
for all of our customer products, a hosting platform together
with the governance to ensure optimal service availability,
performance, security protection and restoration (if required).

Management and mitigation

• Accountability across product owners, underpinned
by ongoing risk assessments and continuous
improvement projects
• Formal onboarding process including ongoing
management in Portfolio Management processes
• Incident and problem management change processes
adhered to for all products and services
• Service-level objectives including uptime,
responsiveness, and mean time to repair objectives
• An established forum for continuous assessment and
refinement
• Defined Real-Time Demand Management processes and
controls and also Disaster Recovery Capability and
operational resilience models
• A governance framework to optimise operational cost
base in line with key metrics.
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Principal risks and uncertainties continued

12

Environment, Social and Governance (new Principal risk for FY21)

If we fail to fully, and continually, respond to the range of
environmental, social and governance-related opportunities
and risks we may fail to deliver positive change to social
and environmental issues and damage the confidence
of our stakeholders.

Management and mitigation

• Sage’s Sustainability and Society strategy was launched
in 2021, focusing on three pillars: Tech for Good, Fuel for
Business, Protect the Planet
• Underpinning the strategy is a robust cross-functional
governance framework
Strategic alignment:
• Tracking tools in place to enable horizon scanning and
to track the Sustainability and Society strategy’s
Risk context
reputation impact
We are committed to investing in education, technology,
• The Sage Foundation, established in 2015, remains
and the environment to give individuals, small and medium
focused on the areas of education, employment, and
businesses (SMBs), and our planet the opportunity to thrive.
entrepreneurship via the contribution of time,
Our goal is to use our technology, time, and experience to back
investment and capability
a generation of diverse, sustainable businesses.
•
Multiple projects designed to respond to specific ESG
The potential benefits of investing in our ESG strategy include:
risks, for example, a project focused on TCFD readiness
• Increased customer engagement
including risk and opportunities mapping and climate
scenario analysis.
• Better use of resources, for example lower energy and water
consumption and associated costs
Further detail on the mitigation of this risk is described
• Enhanced stakeholder trust
in our separate Sustainability and Society Report.
• Improved ability to attract and retain talent, enabling
colleagues to perform at their best
• Stronger community relations
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.

Key

Risk environment change
Scale Sage Intacct

Expand medium beyond financials

Improving

Build the small business engine

Scale the network

Stable

Learn and disrupt
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Viability statement
Assessment of prospects and viability period
In accordance with provision 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 historical financial performance and forecasts, its
business model and strategy (pages 20 to 21 and 16 to 19)
and the principal risks and uncertainties (pages 57 to 64).
In addition, the ongoing 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 a robust liquidity position
which is supported by strong underlying cash conversion
of 126%, reflecting the strength of the subscription
business model; 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. 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 due to the
continuously evolving technology landscape in which Sage
operates. The Directors have no reason to believe the
Company will not be viable over a longer period.

The financial forecasts contained in the Group’s three-year
plan make certain assumptions about composition of the
Group’s product portfolio, the ability to acquire new
customers and maintain a strong renewal rate by value
through reducing churn and providing additional
functionalities to our existing customers. The plan also
assumes that the Group continues to generate resilient
cash conversion in excess of 100%, pay debt instalments
as they fall due, as well as fund remaining obligations under
the share buyback programme.
As part of the assessment, the Group stress tests the
three-year 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 key functions across
the business.
Under the stress scenarios, churn assumptions have been
increased by up to 100% and a significant reduction in new
customer acquisition and sales to existing customers
considered. In all stress scenarios the Group continues
to have sufficient resources to continue in operational
existence without triggering the need to renegotiate debt.
Scenarios modelled within this assessment are in line with
the prior year, reflecting the continued execution of our
SaaS transition.
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.

The assessment process
In forming the viability statement, the Directors carried out
a robust assessment of the Group’s principal and emerging
risks which could impact the business model. These are
reviewed by the Board and the Audit and Risk Committee
quarterly and are a foundation for the Group’s strategic plan.
Since the onset of the Covid-19 pandemic, the impact
on the Group’s financial performance has been limited.
Nonetheless the Group is subject to increased uncertainty
in the near term, particularly from the potential impact on
our customers from the winding down of government
support schemes. 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, and
we have seen an increased demand for our cloud-based
solutions which can be accessed remotely and better
enable remote working practices.
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Principal risks and uncertainties continued

Scenario modelled

Principal risks included in the scenario

1. Data breach

• Understanding
Customer Needs
• Customer Success
• Innovation
• Route to Market
• People and
Performance
• Understanding
Customer Needs
• Execution of
Product Strategy

• Culture
• Cyber Security and
Data Privacy
• Data Strategy
• Live Services
Management

• Execution of
Product Strategy
• Route to Market

• Customer Success
• Understanding
Customer Needs

• Understanding
Customer Needs
• Execution of
Product Strategy
• Innovation

• Route to Market
• Customer Success
• Cyber Security and
Data Privacy
• Live Services
Management

The deliberate targeting or accidental release of customer data which
breaches data privacy laws and/or societal expectations in any region
could have a significant impact on Sage’s reputation in the market, as well
as impact its regulatory compliance under the various data protection laws
to which Sage is subject.

2. Existing or new market disruptor
The entry of a new player 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 Sage’s total market share.

3. Global economic shock
The crystallisation of a global economic shock which leads to a global
economic downturn, resulting in small and 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.

4. Live services failure
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, or a key
third-party provider being compromised.

• Route to Market
• Customer Success
• Innovation

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 on the Group should each
scenario arise. Consideration of the impact of Covid-19 has been factored into the three-year plan, with incremental risk
reflecting current levels of uncertainty modelled as part of the global economic shock scenario.
Expected changes in the Group’s product mix through the ongoing migration towards cloud-based solutions, as well as the
timing of repayment of debt and obligation under the share buyback programme, have been considered to ensure such
matters do not adversely impact the assessment.
As set out in the Audit and Risk Committee’s Report on pages 110 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. The result of the reverse stress testing has
highlighted that such a scenario would only arise following a catastrophic deterioration in performance, well in excess of
the assumptions considered in the viability scenarios set out above.
In the event that the scenarios set out above were to arise, 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.
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