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Building
sustainable growth

Sage is a leader in accounting, financial, HR and payroll technology for small and mid-sized
businesses (SMBs), enabling them to streamline operations, make more informed decisions,
and be more productive.

By contributing to the success of SMBs and the people who drive them, Sage is delivering
benefits to all of our stakeholders including customers, colleagues, society and shareholders,
helping to build sustainable growth.
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Financial highlights

Our year in numbers

Underlying total revenue

2022 £1,982m

Underlying total revenue of £2,184m increased by 10%, driven
by broad-based growth in cloud solutions across the Group.

Underlying operating profit

2022 £386m

Sjuswalels eioueul

Underlying operating profit grew by 18% to £456m, driven by sales
growth and a higher underlying operating profit margin.

Underlying operating profit margin

2022 19.5%
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Underlying operating profit margin increased to 20.9% from 19.5%,
driven by operating efficiencies as we scale the Group.

Underlying basic earnings per share (EPS)

2022 26.4p

Underlying basic EPS increased by 22% to 32.3p.

Statutory revenue

140day 8oUBUIBA0Y

2022 £1,947m

Statutory revenue of £2,184m grew by 12%, reflecting good levels
of underlying growth in all regions together with a small foreign
exchange tailwind.

Statutory operating profit

2022 £367m

Statutory operating profit decreased by 14% to £315m including
one-off gains on business disposals in FY22, together with property
restructuring and M&A-related charges in FY23.

Net cash generated from operating activities

Net cash generated from operating activities of £387m increased
by 36%, reflecting strong underlying cash conversion.

Dividend

2022 18.4p

Total dividend for the year increased by 5% to 19.3p.

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 are adjusted to exclude items which
in management’s judgement need to be disclosed separately by virtue of their size, nature or frequency to aid understanding of the performance for the year

or comparability between periods.

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 EPS to their underlying and organic equivalents are in the Financial review starting on page 60.
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Sage ata glance

Helping business flow

What we do

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.

How we do it
By digitising business processes and relationships
with customers, suppliers, employees, banks and

Our global reach’

27%

44%

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.

Our strategic framework
for growth

Our purpose
is to knock down barriers so everyone
can thrive.

Our ambition

is to be the trusted network for
small and mid-sized businesses—
an integrated experience of digital
and human connections.

Our strategic priorities
We have five strategic priorities, which
underpin our purpose and help us to
achieve our ambition.

See pages 18 and 19

UKIA?

29%

North America

1. Split of total underlying revenue of £2,184m.
2. United Kingdom, Ireland, Africa and APAC.

Our stakeholders
Colleagues

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

See pages 48 and 49

Customers
We build every experience with
human insight and ingenuity.

See pages 50 and 51

Society

We tackle digital inequality, economic
inequality and the climate crists,
using our time, technology

and experience.

See pages 52 and 53
Shareholders

We target sustainable growth
in shareholder value.

See pages 54 and 55

2 THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023

Our values

We do the right thing
Human

We make connections with customers,
partners and colleagues, through
empathy and care.

Bold
We are curious, courageous,
ambitious and creative.

Simplify

We strip away complexity.

Trust

We deliver our promises to
customers, colleagues, society
and shareholders.
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countries in which we operate MSCI ESG rating 3

96% 34%
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recurring revenue leadership teams meeting our FY26 gender diversity target?

11,326 154,620

colleagues globally Sage Foundation volunteering hours &
g
g

4.1 Net Zero

Glassdoor score targeted by 2040 across Scopes 1,2 and 3, with a mid-term

goal to halve our emissions by 2030°

g
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Our approach to sustainability

Sage has an important role in creating value for all

our stakeholders including colleagues, customers,
society and shareholders. Our Sustainability and

Society strategy is pivotal to how we deliver on Sage’s
purpose of knocking down barriers so everyone can
thrive. Through our strategy, we aim to turn barriers into
opportunities, creating positive impact far beyond Sage.

Sage Foundation

Our volunteering, fundraising, grant-giving, skills
training and other charitable and community work

all come together under the global banner of the Sage
Foundation. It is an integral part of our culture at Sage
and is regularly cited by colleagues as one of the reasons
they enjoy working here.

Find out more about our approach to sustainability:
see pages 30 to 37

1. As a percentage of total underlying revenue.
2. Global gender diversity target of no more than 60% of any one gender, in any leadership team, anywhere in Sage, by FY26.
3. Againsta 2019 baseline.
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Our solutions

Focused on

customer needs

Sage serves millions of small and

mid-sized businesses around the world

Our solutions are focused on the needs of customers,
delivering innovative services that automate accounting
workflows. We are continuously enriching these solutions,
not just adding better features but providing a network of
applications and services that make it easier for customers
to connect, collaborate and do business.

Sage Business Cloud

Sage Business Cloud is a portfolio of unified cloud native
and cloud connected solutions for SMBs and accountants,
enabling customers to be more productive, resilient and
flexible. This is supported by a rich and robust marketplace
of independent software vendor (ISV) apps and emerging
technology across Artificial Intelligence (Al), machine
learning and automation.

Continued investment to enhance our product offering
enables us to grow Sage Business Cloud. During FY23, we
launched new cloud solutions across our markets, including
Sage Active, a multi-legislation business management
solution now available in France, Spain and Germany.

Small businesses

Small customers are typically owner-run businesses with
individuals 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 tailored to their specific needs, enabling them
to prioritise their time and stay on top of evolving regulations.

Mid-sized businesses

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 improve
forecasting, by streamlining their workflows.

Cloud connected solutions

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

Small businesses Mid-sized businesses
Sage 50 Sage X3
Sage 200

Sage X3

Sage X3 provides fast, intuitive and tailored business
management solutions for product-centric organisations.
It transforms how organisations manage people, processes
and operations. With multi-language, multi-legislation
and multi-currency capabilities, Sage X3 delivers
comprehensive business management capabilities.

For more information
the QR code
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Sage 50 and Sage 200

The Sage 50 cloud and Sage 200 cloud franchises
enable customers to control their business and gain
complete visibility over their finances and operations.
Sage 50 is designed for small businesses, while Sage
200 offers customisable solutions to meet the needs
of mid-sized businesses.

For more information
the QR code


https://www.sage.com/en-gb/products/sage-50-accounts/
https://www.sage.com/en-gb/products/sage-200/
https://www.sage.com/en-gb/sage-business-cloud/sage-x3/

/

Cloud native solutions

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

in a hosted environment.

Small businesses
Sage Accounting
Sage Payroll
Sage HR

Mid-sized businesses
Sage Intacct
Sage People

Sage Accounting

Sage Accounting is designed to enable small businesses
operating in any industry, as well as accountants and
bookkeepers, to manage their customer data, accounts
and people all in one cloud native solution.

For more information
the QR code

Sage HR

Sage HRis designed to make people management easier and
helps teams perform at their best. Sage HR is best suited
to SMBs for work on site or on-the-go. Targeting those that
require a turnkey, modular, low-cost and easy-to-install
solution, Sage HR offers core record management, leave
management, staff scheduling and expenses services.

For more information
the QR code

Sage Intacct

Sage Intacct helps organisations thrive in today’s digital
world with proven cloud native solutions across accounting,
planning, analytics and payroll. The powerful cloud platform
offers deep multi-dimensional insight and Al-powered
automation which enables organisational agility.

For more information
the QR code

Sage People
Sage People is our cloud HR and people management
solution designed for mid-sized customers. It uses powerful

automation, comprehensive analytics and flexible workflows

to ensure global workforces can adapt and thrive.

For more information
the QR code

Sage Payroll

Sage Payroll, the UK’s number one payroll provider by
market value, is an intuitive, cloud-based solution that
helps small businesses to run their payroll reliably and
flexibly, including capabilities such as pensions filing,
HMRC submissions and compliance.

For more information
the QR code

THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023
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https://www.sage.com/en-gb/sage-business-cloud/intacct/
https://www.sage.com/en-gb/sage-business-cloud/accounting/
https://www.sage.com/en-gb/sage-business-cloud/people/
https://www.sage.com/en-gb/sage-business-cloud/payroll/
https://www.sage.com/en-gb/sage-business-cloud/hr/

Chair’s statement

A platform for

sustainable growth

“Sage continued to perform
well in FY23, maintaining good
momentum across the business.
A clear focus on growth, innovation
and operational efficiency has
resulted in significant revenue
and earnings expansion.”

Andy Duff
Chair
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Introduction

Sage continued to perform well in FY23, maintaining good
momentum across the business. A clear focus on growth,
innovation and operational efficiency has resulted in
significant revenue and earnings expansion. We have made
substantial progress towards our ambition to be the trusted
network for SMBs, leveraging our scale and expertise to provide
more value to customers through new and existing cloud
solutions and services.

This progress has only been possible because of the passion

and commitment that is evident from Sage colleagues every

day. On behalf of the Board, | would like to extend my gratitude
to all our people for their dedicated and enthusiastic approach

to serving SMBs, accountants and partners alike.

Purpose and strategy

Central to the Group’s strategy is our purpose—to knock
down barriers so everyone can thrive. Sage’s solutions,
backed by human expertise, enable SMBs to automate
accounting and HR workflows, streamline operations and
make more informed business decisions. By contributing
to the success of SMBs, Sage is also helping to power the
global economy, providing benefits to all our stakeholders
including customers, colleagues, society and shareholders,
and supporting the long-term sustainability of the Group.

Sage’s progress is underpinned by innovation. We have
established the Sage Network to connect SMBs to their
customers, suppliers, banks and other partners, enabling
us to develop and deploy new solutions faster and more
efficiently than before. It provides the data flows to enable
powerful Al-based services that transform the customer
experience. Through innovation, together with the focused
execution of our five strategic priorities, we are building

a platform for sustainable growth. You can read more
about our progress on pages 18 and 19.

Financial performance

Underlying total revenue increased by 10% in FY23, up
from 4% in the previous year. Underlying recurring revenue,
which now represents 96% of total, increased by 12%, driven
by broad-based growth in cloud solutions throughout
the Group. The quality of the Group’s revenue continues
to improve, with subscription penetration now at 79%.
Underlying operating margin increased from 19.5% to
20.9%, and underlying basic earnings per share increased
by 22% to 32.3p, as we efficiently scale the Group.

Cash generation is a core strength of Sage, with underlying
cash conversion of 116%. During the year, Sage acquired
Spherics, an innovative carbon accounting solution, and
Corecon, a construction project management solution.



Inline with our progressive dividend policy, the Group

is proposing to increase the total dividend for the year

by 5% to 19.3p. In addition, alongside our FY23 results we
announced a share buyback programme of up to £350m,
reflecting the Board’s confidence in the future prospects of
the Group, together with Sage’s strong cash generation and
robust financial position.

Governance and the Board

Good corporate governance 1is key to long-term, sustainable
success, and we hold ourselves to the highest governance
and ethical standards. Board diversity remains a key priority
at Sage, with a variety of viewpoints contributing to robust
discussions and decision making.

We were delighted to welcome Maggie Chan Jones and
Roisin Donnelly to the Board, with effect from December
2022 and February 2023, respectively. They bring broad

and rich experience, and the Board is already benefitting
from their contributions. We are also pleased that, as recently
announced, Annette Court has agreed to succeed Drummond
Hall as Senior Independent Director when he retires from
the Board at the end of December 2023. | would like to thank
Drummond for his considerable contribution to Sage over
the last decade and wish him every success for the future.

To engage with and support colleagues, and to better understand
localissues, | have spent considerable time with our people
in locations throughout the Group, including the UK, North
America and Europe. The Board has also travelled to engage
in person with local teams, gain insight into our operations
and montitor culture. Our Board Associate, Derek Taylor, who
has been instrumental in bringing the voice of colleagues
into the Boardroom, is coming to the end of his 18-month
term in the role. With support from senior management,

we are in the process of appointing our next Board
Associate and | look forward to sharing detatils next year.

Following the conclusion of a formal tender process, Sage
announced in September that, subject to shareholder approval,
KPMG will be appointed to act as the Group’s new external
auditor for the financial year ending 30 September 2025,
replacing the current external auditor, EY.

Our people and values

Also key to our long-term success is our cultural agenda.
Achieving sustainable growth relies on fostering a high-
performance culture that enables everyone to perform at
their best. Our values underpin our culture, and our focus

on doing the right thing helps ensure that our actions align
with the trust placed in us by our customers, partners and
communities. Sage is committed to building a diverse and
inclusive workforce and in 2023 was listed among The Times
Top 50 Employers for Gender Equality.

Sustainability and society

Our Sustainability and Society strategy is pivotal to how
we deliver on Sage’s purpose, supporting sustainable and
inclusive economic growth so everyone can thrive. This year,
we have evolved the strategy to better reflect our role in
society, with a strong emphasis on our environmental, social
and governance (ESG) responsibilities. Further information
on the evolved strategy can be found on pages 30 to 37.

Sage is committed to tackling the climate crists, including
achieving netzero carbon emissions by 2040, with a science-
based target to halve emissions by 2030 against a 2019
baseline. The Sage Foundation continues to play an important
role in mobilising Sage colleagues, their families and our
partners, to support social and environmental causes
through volunteering and fundraising.

We are pleased to continue to receive positive external
recognition for our ESG performance during the year, with
an “AAA” ESG rating from MSCI, inclusion in the FT’s Europe’s
Climate Leaders list, and a top five ranking in IDC’s European
Sustainable Strategies and Technologies index.

Looking forward to FY24 and beyond

This has been a year of continued momentum. Despite

the uncertain economic and geopolitical environment,
Sage rematins resilient, with ambitious plans for expansion.
As we look to the year ahead, | am confident that the strength
of our global business, combined with our focus on innovating
to meet customer needs, will enable further sustainable
growth for the benefit of 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 56.

Further insight into the activities of the Board
for FY23 can be found on pages 100 to 103.

~ 7
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Andy Duff
Chair
21 November 2023
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CEO’s review

Innovating

for our customers

(11 IH‘
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-

“We continue to knock down
barriers for millions of SMBs by
providing innovative solutions
that simplify their processes,
streamline their operations
and make them more resilient
and productive.”

Steve Hare
Chief Executive Officer
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Introduction

Sage delivered a strong performance in FY23, driven by
broad-based growth across all of our regions. We continue
to knock down barriers for millions of SMBs throughout our
markets by providing innovative solutions that simplify
their accounting, payroll and HR processes, streamline their
operations, and make them more resilient and productive.

As a result, despite the ongoing macroeconomic challenges,
we achieved double-digit revenue growth, adding almost
£225m of annualised recurring revenue (ARR) and growing
Group revenue to well over £2bn. We also expanded our
underlying operating margin and delivered strong cash
flow. This was underpinned by further, consistent strategic
progress, as we continue to innovate and drive more value
for our customers.

During the year we rolled out cloud solutions such as

Sage Intacct and Sage Active across more of our markets,
particularly in Europe. We also launched and extended the
availability of cloud services such as accounts payable
automation, leveraging the scale and breadth of the Sage
Network to develop and integrate Al-powered features
into our solutions.

In addition, we stepped up our service of SMBs in broader
ways, including by championing their interests with policy
makers, for example at forums such as the UK Prime Minister’s
Business Counciland COP 27, and by providing expertise
and resources to help thousands of entrepreneurs from
underrepresented communities grow their businesses.

None of this would have been possible without the hard
work and dedication of our people, and | would like to
thank everyone at Sage, together with the partners and
accountants with whom we work, for their contributions
to Sage’s ongoing success and their commitment to
our purpose.

Financial performance

Sage achieved underlying recurring revenue growth of 12%
to £2,096m. On a regional basis, North America increased
recurring revenue by 16% to £944m, with a strong performance
from Sage Intacct and cloud connected solutions. The UKIA
region grew recurring revenue by 10% to £611m, driven by
further demand for cloud solutions from both new and existing
customers. In Europe, recurring revenue increased by 7% to
£541m, reflecting growth across Sage Business Cloud.

Underlying total revenue increased by 10% to £2,184m.
Importantly, recurring revenue now represents 96% of total,
demonstrating the high quality and resilient nature of
our business.



Underlying operating profit increased by 18% to £456m,
while underlying operating margin was 21%, trending
upwards on the prior year driven by revenue growth and
operating efficiencies. Reflecting this strong progress,
underlying basic EPS increased by 22% to 32.3p.

Growth was driven by continued success across Sage
Business Cloud, in accounting, payroll and HR. Sage Intacct
again performed strongly, adding around £100m of ARR
during the year, while other cloud native solutions such as
Sage Accounting, Sage Payroll and Sage HR also performed
strongly. In addition, our cloud connected solutions Sage 200
and Sage 50 were significant contributors to growth.

As aresult, Sage’s ARR increased by 11% to £2,188m, with growth
balanced between new and existing customers. This was
underpinned by cloud native ARR growth of 28% to £684m.
In total, Sage has added £190m of ARR through new customer
acquisition in FY23, up from £180m in the prioryear.

Across the Group, customer renewal rates have been strong.
Our renewal rate by value of 102% is ahead of last year,
reflecting a strong performance in customer add-ons
and targeted price rises, together with a continued focus
on customer retention.

Sage Network is our platform

Our performance is driven by our consistent focus on the
needs of SMBs, and at the heart of this is the Sage Network.
Established as a single platform to bring businesses together
through connected accounting, the Sage Network is a set of
integrated products and services that enable organisations
to transform their accounting, finance, payroll and HR workflows.
The platform connects SMBs with key stakeholders and
counterparties—for example customers, suppliers, employees,
banks and governments—digitising business relationships
and removing friction from their processes.

The network serves as a powerful platform for innovation
at Sage. Through the network, we are able to build services
once, and deploy them to customers of multiple solutions
across Sage Business Cloud, accelerating our development
cycle. And by harnessing the data flows across the network,
we’re able to create sophisticated Al-based services that
learn from the collective activity and data flows of
potentially millions of SMBs globally.

Furthermore, we’ve designed the network based on an open
architecture incorporating standard APIs, enabling our
extensive partner and ISV ecosystem to join the network,
extend the customer proposition and drive further scale
by offering more cloud-based services to SMBs.

We’re very excited about the potential of the Sage Network
to offer Al-powered solutions to SMBs that are truly

transformative, automating workflows both within and
between businesses, and forming a strong foundation
for the continued growth of Sage over the longer term.

Progress towards our strategic priorities

We focus our activities through five strategic priorities that
have the greatest impact on our growth, and we are making
strong progress towards all of them:

« Weare scaling Sage Intacct, including by launching
the solution throughout our geographic markets, and
by expanding its vertical-specific capabilities. During
the year we launched Sage Intacct in continental Europe
starting with France, and with Germany to follow.

+ Beyond core financials, we are delivering benefits to mid-
sized businesses including payroll, planning, analytics and
workflow automation. Providing integrations between key
products such as Sage Intacct, Sage Payroll and Sage HR is
helping to drive growth.

« Continued progress in developing our small business
solutions, including Sage Accounting and Sage Active,
is enabling us to build our small business engine. Sage for
Accountants has now been adopted by 8,000 accountants
in the UK, up from around 2,000 a year ago, as we help
them digitalise their practices. Sage Active is now
available in France, Spain and Germany.

We are scaling the network by increasing Sage Business
Cloud penetration, enabling more customers to connect
to the Sage Network, and by introducing new cloud
services. We have also enabled greater network usage by
third-party software providers, generating consumption-
based revenue for Sage while expanding and enriching
the customer experience.

« Investing in disruptive new technologies remains a focus,
as we leverage the Sage Network to embed Al-powered
features across Sage Business Cloud. New and upcoming
solutions include Sage Network Inbox, a connected accounting
workflow management tool, and Sage Copilot, our digital
assistant, both powered by generative Al technology
to enable naturallanguage interaction.

You can read more about our progress towards each
of these strategic priorities on pages 18 and 19.

Sharpening our customer focus

Maintaining strong, enduring customer relationships is key
to our growth. While we continue to receive recognition—
for example, Sage Intacct was rated number one in customer
satisfaction across 19 different categories in the G2 Fall
2023 Reports—we are focused on ensuring this strength

is deeply embedded throughout the organisation.

THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023 9
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CEQ’s review continued

During the year we revamped our customer experience
strategy, launching a multi-year programme that significantly
broadens our measurement of customer satisfaction across
various solutions and services. The results are providing
valuable insights enabling us to address and rectify distinct
customer challenges.

We’re also driving customer perception and brand awareness
in our markets with distinctive global marketing and major
sports partnerships including Major League Baseball,

The Hundred cricket, Six Nations Rugby and the Rugby

World Cup.

Investing in our talent and culture

Our colleagues are at the heart of our growth strategy. We are
committed to supporting their development and to fostering
a high-performance, inclusive culture that enables them to
thrive. In this way we can recruit, develop and retain the very
best talent, and benefit from a wide diversity of voices and
experiences throughout the organisation.

During the year we invested significantly in the development
of leaders and colleagues. We launched our new Leadership
Academy, with over 350 leaders and aspiring leaders taking
partin various programmes which aim to drive better
recognition, empowerment and engagement. We also
introduced other initiatives for colleagues to gain new
skills, for example through undertaking projects outside
their own business area, while also enhancing talent
mobility and agility.

Investment case

Recognising that the current environment presents
challenges, we continue to invest in wellbeing, including
through our Employee Assistance Programme and through
flexible working practices and enhanced benefits. Our
wellbeing approach is focused across four key pillars—
healthy mind, healthy body, healthy finances and healthy
communities—enabling us to extend holistic wellbeing
support across the workforce.

We aim to build an inclusive workforce that fully represents
the world around us, including a recruitment strategy that
targets candidates from a broad set of backgrounds with
multiple entry points into Sage. Currently 34% of leadership
teams meet our FY26 gender diversity target’, up from 33%
last year and 19% at the beginning of FY22. In October 2023,
Sage was recognised by Forbes as being among the World’s
Top Companies for Women.

Our employee satisfaction score remains high, in the upper
quartile of the global benchmark. Sage has a strong global
Glassdoor score of 4.1, broadly in line with last year.

Sustainability

We take pride in making a positive impact on society, through
our support for customers, colleagues and communities across
our markets. We believe this approach is instrumental to our
long-term success, and we are strongly committed to delivering
the objectives of our Sustainability and Society strategy.

Building shareholder value

Diversified and differentiated
+ Serving a wide range of SMBs across diverse geographies,
with deep expertise across financials, payroll and HR.

+ Broad ecosystem of partners, accountants, resellers and
ISVs who enrich and expand the reach of our offering.

« Solutions backed by business advice and human
customer support.

19 countries

10 THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023

Focused on innovation
+ Rolling out global cloud solutions across our markets,
led by Sage Intacct.

+ Adding value to existing and new customers by
delivering new cloud services.

« Scaling and leveraging the Sage Network to deliver
innovative Al-powered solutions, transforming the
workflows of SMBs.

£342m R&D spend

in FY23



In FY23, we evolved this strategy to integrate sustainability
into everything we do, including our ways of working, the
solutions we build and our culture. We are focused not

only on the benefits of sustainability at Sage, but also

on multiplying those benefits by helping SMBs globally

to embrace a more sustainable future.

Our progress includes launching a roadmap to drive

net zero carbon emissions by 2040, while our target of
halving Scope 1,2 and 3 emissions by 2030 against a 2019
baseline was validated by the SBT1i. To support SMBs on
their own journey to net zero, we joined forces with NatWest
to deliver the NatWest Carbon Planner, powered by Sage
Earth, which is available to help all UK businesses reduce
their carbon footprints.

We also aim to use our technology for good, providing
insights that help governments and regulators make
better policy decisions for SMBs, and building digital trust
in areas such as cyber security and data privacy. Through
Sage Foundation, colleagues, their families and our partners
dedicated more than 150,000 volunteering hoursin FY23
to their communities, and in conjunction with our charity
partners we helped more than 10,500 underserved
entrepreneurs to grow their businesses.

Delivering efficient, sustainable growth
+ Focused on scaling the business, with growth creating
headroom to increase investment and expand margins.

+  Growth supported by favourable SMB drivers including
the need to raise productivity through digitalisation
and compliance.

« Strong commitment to ESG supporting the long-term
sustainability of Sage.

ARR growth 11%

inFY23

Summary and outlook

Sage had a strong year in FY23, and we enter FY24 with
good momentum. Despite the current macroeconomic

and geopolitical challenges, SMBs continue to digitalise in
order to automate processes and raise productivity. We are
building a resilient platform to deliver sustained, efficient
growth, and | am confident that Sage is well positioned to
take advantage of the market opportunity, this year and in
the longer term.

For FY24, we expect organic total revenue growth in FY24
to be broadly in line with FY23. Operating margins are
expected to trend upwards in FY24 and beyond, as we
focus on efficiently scaling the Group.

Strategic Report
Our Strategic Report on pages 1to 83 has been reviewed
and approved by the Board.

Steve Hare
Chief Executive Officer
21 November 2023

1. Globaldiversity target of no more than 60% of any one gender,
in any leadership team, anywhere in Sage, by FY26.

Robust financial model
+ High-quality revenue base which is over 96% recurring,
with 79% from software subscription.

« Highly cash generative, low capital intensity business,
with underlying cash conversion over 100% for each of
the last five years.

« Organic and inorganic investment balanced with
dividends and additional capital returns to
shareholders where appropriate.

Cash conversion 116%

in FY23

THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023
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Market review

Our market opportunity

Sage’s market position

Sage has a global market presence, serving a diverse
customer base of SMBs across North America, Europe,

Africa and Asia-Pacific (APAC). The breadth and scale of our
business provides us with unique visibility into SMB trends
globally, giving Sage a deep understanding of our customers
needs. Digitalisation is driving the rapid adoption of new
cloud solutions and Al-powered services, with SMBs
investing in software to automate workflows, gain better
business insights and comply with regulatory obligations.
Our trusted portfolio of accounting, HR and payroll solutions
positions us well to support them.

’

Global SMB trends

SMBs play a significant role in the global economy,
representing an estimated 98% of firms in our key

markets and accounting for two thirds of private sector jobs.
While the current global macroeconomic and geopolitical
environment presents challenges for all businesses, SMBs
are typically agile in their response and continue to invest
in new technology to help them cope with these challenges.
This investment delivers efficiency and productivity gains
that help SMBs to navigate through broader economic
turbulence and better plan for thetir future.

Our addressable market

Accounting and finance functions continue to evolve
at pace, adding greater value through data-driven
decision making and increasing connectivity between
organisations. The addressable market for Sage,
including all countries in which we sell our solutions

2023:

£31bn

Source: Company estimate based on external sources

12 THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023

2024:

£35bn

to organisations with up to 2,000 employees, is forecast

to be £35bn in 2024. Included within this is Accounting

& Financial Management, Human Capital Management,
Enterprise Resource Planning, Payroll, Accountant Taxation
& Compliance, and Accounting Practice Management across
both cloud and on-premise deployments.

2025:

£39bn



Addressing the market opportunity through our technology

Powering digital transformation

SMBs continue to invest in software that drives
operational efficiency through the automation of
workflows, provision of better business insights, and
improved accuracy and oversight. Beyond enhancing
SMB competitiveness and efficiency, this technology
breaks down boundaries between sectors and enables
new forms of disruption and new types of businesses.

The role we play

We empower SMBs with our solutions, while providing
advice and human support when customers need it.
The foundation of our proposition is the Sage Network,
a set of connected products and services where data
and technology integrate seamlessly, and which enable
our customers to transform their accounting, HR and
payroll workflows.

Enabling responsible growth

Technology can play a critical role in creating a more
sustainable future. As technology develops and its
range of applications widens, there is a responsibility
incumbent upon technology providers to conduct their
businessin an environmentally and a socially
responsible way.

The role we play

We understand the importance of addressing digital
inequality and tackling environmental responsibility.
We elevate diverse talent, promote inclusive digital
networks and provide the technology solutions that
SMBs need to understand and manage their carbon
emissions. Sage’s success depends on our ability to
engage effectively and work constructively with all
of our stakeholders.

Nextmune

Nextmune is a science-driven, global specialty
pharmaceutical company dedicated to improving
the health of animals.

Elevating human work

Digital transformation in the accounting industry
is enabling humans to reduce the time they spend on
low-value repetitive tasks. Using real-time trusted
data, digital technology helps people to focus on
analysis, collaboration and decision making, while
enabling them to take a more strategic approach in
their roles.

The role we play

The trusted products and services available across the
Sage Network, are designed to support our customers
by replacing lengthy, costly and error-prone processes,
so they can focus on higher value work. As we scale the
Sage Network, the growth in connections between
business ecosystems generates more data, which we
can use to develop new Al capabilities for customers.

Creating trusted technology

In an era of widespread technological innovation
and rapid advances in Al, SMBs are increasingly
aware of the value of the data they own and expect
the highest standards of data ethics to be upheld.

The role we play

Sage has a proven track record and is a trusted
partner to SMBs and accountants around the world.
We consistently embrace new technology to enhance
our business solutions, and we do this in a secure
and ethical manner that puts customers in control.
We aim to use Al in a way that promotes customer
trustin Sage and our products. Our commitment to
upholding the highest standards is outlined in our
Data and Al Ethics Principles.

“We ultimately want to move all our
entities onto a single platform ...
Sage Intacct Payroll fills that ideal

sweet spot.”

Angela Biermann
Director of Finance and HR

THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023
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Business model

Creating value
for our stakeholders

Inputs How we attract and retain customers

Attract new customers to Sage through

Customer base Awa reness brand awareness, targeted campaigns,
The breadth of our customer base the sage.com website and partners.
around the world gives us a unique and land Offer guides and trials to

insight into the needs of SMBs. prospective customers.

Trusted advisor Sign new customers up to Sage Business

Sage is a trusted brand providing
award-winning customer service,
which in turn generates loyalty
and advocacy among customers.

Ad t Cloud on subscription. For some solutions,
op Sage or its partners provide training and
onboarding to get customers started.

Provide digital and human customer
support to enhance the customer
experience, offering regular check-ins
and conducting feedback surveys.

People

Caring and engaged colleagues
are committed to driving success
for our customers.

Service

Enable Sage Business Cloud customers
to benefit from our expanding portfolio
of cloud-based solutions and services.

Expand This increases the value of Sage Business
Cloud and enables Sage to deepen
customer relationships.

Ecosystem

Sage’s scale and reach is
expanded through our ecosystem
of accountants, resellers and
technology partners.

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

Innovation

We are investing to ensure our
products are differentiated in
achanging technology landscape.

Vi b N N

More customers More data
Adding customers, end users and ecosystem With more data and data types from
participants will improve the network effect network participants, Sage can capture

and allow Sage to scale new value propositions.  data flows and transactions both within
Ecosystem participants (attracted by customer  and outside the network.
volumes) act as amplifiers of the network effect.

14 THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023
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total dividend for the year
More insight £350m
share buyback announced

More insight More value

Data drives the development of Al-powered Solutions are delivered to enhance the
solutions through a combination of understanding customer experience, and create value
customer problems and deploying data science for customers and Sage.

capabilities. This is enabled by a culture of
experimentation and innovation.
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Innovation

Accelerating the
pace of innovation

“We’re proud to offer a digital
first, networked approach
to accounting that’s truly
scalable. The platform has
an open architecture to make
development efficient for
Sage, while also enabling
a thriving marketplace
of third-party solutions.”

Aaron Harris
Chief Technology Officer

16 THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023

Q&A with Aaron Harris

Our Chief Technology Officer discusses
how faster innovation at Sage is helping
customers and powering growth.

What’s driving the pace

of innovation at Sage?
The pace of innovation at Sage is driven by a collective,
relentless ambition to transform the accounting industry.
CFOs, finance leaders and their teams commonly find
themselves immersed in cycles like the monthly close,
quarterly financial reporting, and annual audits. The
problem with these cycles is they only provide pointin
time, after the fact visibility and assurance, limiting
SMBs from making confident, real-time decisions.

Imagine a world where business leaders have real-time,
trusted information about their organisation’s financial
performance. Achieving a state of continuous accounting
will enable individuals to truly see what’s going on in their
business, make quicker decisions, and better respond to
market conditions. At Sage, our vision is straightforward.
We want to propel the industry forward into one that provides
Al-enabled, real-time strategic value to businesses.

What is the Sage Network?

We set up the Sage Network as a single platform to
bring businesses together through connected accounting.
Atits core, the Sage Network is a set of integrated products
and services enabling our customers to digitally transform
their accounting and finance workflows.

The platform connects SMBs to their customers, vendors,
banks, and other partners in the business ecosystem,
automating workflows between businesses (even if they
don’t use Sage accounting software), and helping them
to run smoothly and efficiently.

What are the benefits it offers,

both to customers and to Sage?
Customers benefit from digitised and automated workflows
both within and between businesses, minimising the need
for manual data processing. Take accounts payable (AP), for
example, something every business in the world can relate to.
Our customer research tells us SMBs consider it the number
one area where automation is required to gain efficiency
within the accounting team.



We’ve built a collection of services across the Sage Network
to enable that automation, where Al is in place to read data
from invoices, categorise the expenses, match the invoice
to purchase orders and identify potential problems. Our
customers using the platform’s solutions like AP Automation
report a significant improvement in productivity, creating
capacity within their accounting teams to work on more
strategic activities.

We’re proud to offer a digital first, networked approach

to accounting that’s truly scalable. The platform has an
open architecture to make development efficient for Sage,
while also enabling a thriving marketplace of third-party
solutions. Our core Al team builds services within the
context of the Sage Network to meet customer needs like
automating data entry. Our product teams then take those
services and design a product experience that’s appropriate
for their market and their customers, including the best
approach for pricing and packaging.

How does the Sage Network enable

Artificial Intelligence?
By connecting Sage customers and products to a common
network of services, we have the potential to harness the
collective activity of millions of SMBs globally. These
network services act as data pipelines for training our
machine learning models.

More customer interaction drives continuous improvements
to Al accuracy and efficiency. For example, when many
customers interact with a common vendor, we’re able to
fine-tune our models to achieve a far greater level of
accuracy in reading invoices than is possible using generic
models. The network’s global reach, span of use by SMBs,
and access to general ledger data enable us to build a broad
set of Al capabilities that benefit every SMB connected to
the network.

How are you incorporating

Al into your solutions?
We embed Al into our products in a number of different
ways to bring productivity benefits to our customers,
accountants and colleagues. This includes the use of Al
to automate manual processes such as invoice processing.

For example, one of the investments we made early on

is our Outlier Detection solution—the first real-time
Al-driven tool for generalledger error detection. The
solution learns the typical patterns of business within
individual organisations and, as a result, can identify when

atransaction is anomalous. In this instance, our Al flags

to a human that a transaction may need additional review.
Then, if a change is applied, that change gets fed back into
the machine learning models, increasing accuracy and
evolving with business changes.

This solution is reviewing more than 15 million transactions
per week, helping accounting teams catch and correct
thousands of accounting errors before they are posted.
Thisisimportant when it comes to reporting financials,
ensuring errors are corrected before reaching stakeholders,
resulting in real-time, accurate and, most importantly,
confident reporting.

Elsewhere, we are using Al to power Sage Earth, our carbon
accounting solution. Here, we use the technology to take
the expenses and purchases within a business and classify
them according to specific carbon emissions categories,
so we can more accurately predict their environmental
impact. This is helping SMBs manage and reduce their
carbon emissions.

How can Sage protect

its customers’ data?

The trust customers place in Sage is vital, so we take the
security of their data very seriously. We follow a set of
protective measures based on recognised industry best
practice and have a global team responsible for cyber
security overseeing this. This team is regularly in touch
with cyber security authorities and privacy regulators
to keep pace with the changing threat environment.

For more information on

our data security principles:
Ethical Principles | Data for Good |
Security and Privacy | Sage UK
scan or cliclcthe QR code

Where do you see innovation

at Sage heading in the future?
Our ambition is to have Al in each of our key products to
allow us to go further in elevating the work of humans,
freeing them from repetitive, administrative tasks
and enabling them to contribute through higher-value
activities. Through Al and generative Al we will help
transform the accounting industry into one that provides
continuous strategic value to businesses.

THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023
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Our strategy at a glance

Progress towards
our strategic priorities

Strategic priority Progress in 2023

Scale Sage Intacct

‘«<:, | Accelerate the + Record Sage Intacct ARR growth during the year of around £100m
|)K| expansion of Sage +  Continued growth in the US, with ARR up by almost 30%
Intacct in existing + Good progressin the construction vertical, complemented by the acquisition
and new markets. in May 2023 of Corecon (now Sage Construction Management)

Strong momentum outside the US, with ARR up by over 80%
Launched Sage Intacct in continental Europe, starting in France

Expand medium beyond financials

l Broaden the value + Renewal rate by value up 1 ppt to 102% with higher sales to existing customers
proposition for + Integration between Sage Intacct, Sage Payroll and Sage HR launched in Canada and South Africa
mid-sized businesses. to drive cross-sell

Expanded availability of Sage Planning, a budgeting and planning solution, and Sage Intelligent
Time, an Al-powered time tracking tool, into more markets across the Group

Build the small business engine

— 2| Createascalable «  Further growth in key markets across small business solutions including Sage Accounting
| r—|_.>|| I digital ‘engine’ to and Sage 50
acquire and serve small -+ Sage for Accountants now adopted by almost 8,000 accountants in the UK, up from around
business customers. 2,000 ayearago

Introduced My Sage, an integrated account management tool, in the UK
Launched Sage Active, our new multi-legislation business management solution, in France,
Spain and Germany

Scale the network

[o ol Increase participation <+ Enabled more customers to connect to the network by increasing Sage Business Cloud penetration

in Sage’s digital from 75% to 84%
network and accelerate + Drove network participation by expanding Al-powered cloud services such as accounts payable
the network effect. automation, which is now growing rapidly

Enabled greater network usage by third-party software providers, generating consumption-based
revenue for Sage while enriching the customer experience

Learn and disrupt

@ Build innovative + Launched Sage Network Inbox, our connected accounting workflow management tool
solutionsunderpinned - Developing and testing Sage Copilot, our digital assistant
by a culture of + Incorporated generative Al into our products for the first time to enable natural
continuous learning language interaction
and disruption. + Deepened ourrelationships with key partners including Microsoft and AWS

success + Growth of * Renewalrate + Small segment

Sage Intacct by value revenue growth

measures
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Continue to grow Sage Intacct’s customer base and addressable market
Deepen capabilities in existing verticals

Drive expansion into new verticals

Accelerate international growth, with Sage Intacct due to launch in
Germany in 2024

Execution of

product strategy

Route to market
Customer experience
Third-party reliance
People and performance

Culture

Cyber security and
data privacy

Data strategy
Readiness to scale

Deliver benefits to mid-sized businesses beyond core accounting,
including payroll, HR, planning, analytics and workflow automation
Integrate solutions across our portfolio to create a differentiated

Understanding
customer needs
Execution of

People and performance
Culture

customer offering product strategy
+  Customer experience
Deliver a differentiated experience for both small businesses + Understanding Cyber security and

and accountants

Focus on helping accountants to digitise their businesses with
advanced practice management tools

Drive Sage Active growth in continental Europe

customer needs
Execution of product
strategy

Route to market
Customer experience
Third-party reliance
People and performance
Culture

data privacy

Data strategy
Readiness to scale
Environmental, social
and governance

Grow network participation, connecting more customers and products
to the ecosystem

Drive data flows to power new Al features

Expand the availability of cloud-based digital services delivered

by Sage and partners

Execution of product
strategy

Route to market
Third-party reliance
People and performance
Culture

Cyber security and
data privacy

Data strategy
Readiness to scale

Continue to invest in disruptive technologies to drive innovation
and accelerate our development cycle

Expand the deployment of Al-powered services into products across
Sage Business Cloud

Understanding
customer needs
Execution of
product strategy
Developing and
exploiting new
business models
Customer experience

People and performance
Culture

Data strategy
Environmental, social
and governance

+ Sage Business Cloud penetration

+ Availability and consumption of
cloud-based digital services

+ Network-powered solutions launched
+ Technology acquisitions, investments

and partnerships
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Strategy in action

Building

sustainable growth

20

Scale Sage Intacct ;)K;
Case study: Pizza Pilgrims RO

“Everything is so much quicker as there’s
no more manual inputting and downloading
of spreadsheets, it’s all handled in one
easy-to-use system that updates in real time.”

Laura Burns Financial Controller

Founded in 2011, Pizza Pilgrims has grown from a travelling pizza

van to a group of 20 pizzerias in the UK. Implementing Sage Intacct
provides a solution that can scale with the brand as it grows, support
multi-site operations, streamline reporting processes and integrate
with point-of-sale till systems within each branch. Sage Intacct has
improved the creation of Board reports with more accurate, real-time

data, saving at least half a day a month and freeing up the finance

team to inform better decision making.

Expand medium [ 2]
beyond financials d
Case study: Oxford Collection
“We’ve become a more strategic partner
to the business through the visibility
and automation we’ve gained through
Sage Intacct for both budgeting
and accounting.”

Megan Walker VP Accounting and Finance

Oxford Collection is an Oregon-based hotelier,
operating 16 distinctive hotels that offer business
and leisure travellers a premium guest experience.
With Sage Intacct Planning, Oxford Collection’s
monthly forecasts reflect current data, accessible

to stakeholders via Sage Intacct dashboards. Monthly
forecasts now take 20 to 25 minutes to create and
share with hotel managers. As a result, Oxford
Collection has eliminated 20 hours a week of budget-
related work previously handled by a member of its
accounting and finance team.

THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023

Build the small %
business engine Ll

Case study: Bee Motion

“We can work alongside clients in
real time now. By having instant
oversight of their performance
and cash situation, we can advise
them on their commercial success.”

Stefan Barrett Founder

Bee Motion provides a one-stop shop for accountancy
services and independent financial advice. Sage
Accounting has revolutionised the business, leading
to a 30% increase in turnover since adoption. The
efficiency and real-time visibility provided by Sage
Accounting, has enabled the team to shift focus from
purely compliance services to value-added business
consultancy and cross-selling its advisory offerings.
The team has also integrated Sage Payroll with Sage
Accounting to further enhance the accuracy of

a client’s real-time financial status.
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Scale the Network lo ) :
Case study: Johnny’s Selected Seeds LT_T-' g
. . X
“Sage Intacct AP automation, especially 2
its Al features, has been a game-changer. o
The Al reads and extracts bill data,
allowing for easier review.”
Michelle Pyle Director of Finance
Johnny’s Selected Seeds is an employee-owned seed o
producer and merchant based in Maine, US. Sage Intacct’s §
sophisticated accounts payable (AP) automation has taken >
away a lot of manual work for the finance team, meaning &
that it only needs to do a simple review of the information g
in the system, as specific vendors or suppliers are %
automatically recognised.
g
o o
Learn and disrupt 0) 5
Case study: Velo (=t z
“We’re favouring local suppliers, g
evaluating travel choices in different =

ways, and doubling down on flexible
working practices so our team can do its
bit too. The Sage Earth data is essential
to this, as it is guiding the action plan
and helping measure impact.”

YeniOlubamowo Finance Director

Velo is a specialist B2B marketing agency for global
technology, industrial and professional services
companies. Its ambition is not only to achieve

net zero by 2030, but also to pioneer sustainable
marketing techniques and help tell its clients’
stories with credibility. Sage Earth easily connected
with Velo’s existing accounting software through

an API, calculating an automated carbon footprint
and providing insight on immediate steps to take.
As a result, spending in high-impact areas has
fallen by 25%.
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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.

Underlying ARR growth
2021 4%
Definition

Annualised Recurring Revenue (ARR) is defined as the
normalised reported recurring revenue in the last month
of the reporting period, adjusted consistently period to
period, multiplied by 12 (FY23: £2,188m ARR). ARR growth
is stated on a comparable FX basis, with the prior period
ARRretranslated at the current year exchange rates,

to neutralise the effect of currency fluctuations.

Why we are measuring this

Underlying ARR growth represents the annualised

value of the underlying recurring revenue base that is
expected to be carried into future periods, and its growth
is a forward looking indicator of reported underlying
recurring revenue growth.

Performance

Underlying ARR increased by 11% in FY23, reflecting
broad-based growth across all regions balanced between
new and existing customers.

Selected non-financial KPIs

Customer experience

Our aim is to differentiate Sage through unique
experiences that delight customers and help drive
growth. In FY23, we commenced a multi-year journey

to refresh our approach to how we capture, act on and
measure customer feedback, significantly enhancing

the insights we gather. We have extended the use of
transactional Net Promoter Score’ (tNPS) beyond sales
and service interactions, to measure a much broader
range of touchpoints, or ‘micromoments’, in the customer

Renewal rate by value

2022 101%

2021 99%

Definition

Renewal rate by value is the ARR from renewals, migrations,
upsell and cross-sell of active customers at the start of the
year, divided by the opening ARR for the year.

Why we are measuring this

Since it does not include new customer acquisition or
reactivation of off-plan customers, renewal rate by value
is an important measure of the strength of the existing
customer base.

Performance
Renewal rate by value of 102% improved from 101% in FY22,
reflecting increased sales to existing customers and good
retention rates.

journey (for example onboarding). Micromoments are
the moments that matter the most to our customers
and provide granular understanding of the customer
experience across a variety of different solutions and
services, enabling us to effectively prioritise and
implement targeted, measurable improvements to
better meet the needs of our customers.

Main metrics: micromoments, customer experience
improvements, tNPS

1. tNPS measures customer satisfaction at a specific touchpoint within the customer journey. We also measure relationship NPS (rNPS) which enables

us to gauge overall customer satisfaction regarding Sage.
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Sage Business Cloud penetration

2022 75%

2021 66%

Definition

Sage Business Cloud penetration is defined as the
underlying recurring revenue from Sage Business Cloud
solutions as a percentage of the underlying recurring
revenue of the Future Sage Business Cloud Opportunity.

Why we are measuring this

This metric measures progress in the transition of the
business to Sage Business Cloud solutions. Find out more
about the portfolio view of revenue on page 61.

Performance

Sage Business Cloud penetration increased to 84% in FY23,
enabling more customers to connect to Sage’s cloud services
and ecosystem via the Sage Network.

Employee satisfaction

Our people bring Sage’s culture to life. One of the ways
we monitor and understand how happy our colleagues are
working at Sage is to conduct regular colleague surveys,
including measuring employee satisfaction (see page 24).
The survey response rates and the findings provide
insights on colleague sentiment and help to ensure
thatwe act to preserve and enhance our culture.

Main metric: eSat

Our strategic priorities
Read more on pages 18 and 19

Subscription penetration

2022 75%

2021 69%

Definition

Subscription penetration is the underlying software
subscription revenue as a percentage of underlying
total revenue.

Why we are measuring this
This metric shows the progress Sage is making in migrating
customers to subscription.

Performance
In FY23, subscription penetration reached 79%,
reflecting continued growth from subscription contracts.

Sage Foundation volunteering

Sage Foundation is an integral part of life at Sage, and
is regularly cited by colleagues as one of the reasons
they enjoy working at Sage. Every colleague is given
five days of paid volunteering leave every year to spend
time knocking down barriers locally, connecting with
the communities in which we operate. We measure
engagement through the number of Sage Foundation
volunteering hours (see page 30).

Main metric: Sage Foundation volunteering hours
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Our people and culture

The Sage culture

Q&A with Amanda Cusdin
Chief People Officer

What makes Sage

culture stand out?
Our culture is the personality and character of Sage.
It defines how we operate, behave, interact, make decisions,
and get things done. Our culture is not owned by any single
person or any single team; it’s owned by everyone. And it’s
our people who bring Sage’s culture to life. Year after year,
we receive high response rates and feedback via our
colleague survey (FY23: 85% response rate; 10,400
comments), reflecting colleague sentiment and our
commitment to strengthening our culture. Both our
employee satisfaction and employee net promoter score
have remained high, in the upper quartile of the global
benchmark, and we recently saw an increase in scores
across seven of the ten questions asked of colleagues.
Our Glassdoor presence has remained stable, with our global
score at 4.1, and our Diversity and Inclusion Rating remains
high at 4.3/5, illustrating that we’re doing the right things.
Our culture stands out because it’s built from a great
purpose, weaved into everything we do, and truly represents
the values and behaviours of our organisation.

24 THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023

How does the culture bring

the purpose and values to life?
We featured colleagues in a range of organic social media
content (#LifeAtSage), sharing their experiences on what
it’s like working at Sage. Our employer brand “mentions”
increased from 39,000 in 2021/22 t0 161,000 in 2022/23
(according to data from the latest annual Link Humans
Employer Brand Index report). Seeing our colleagues excited
to share all the great things we’re doing at Sage, embodying
our culture internally and externally, is fulfilling. In terms of
our values, our actions to “Simplify” have led to greater
internal use of Al, creating efficiencies and inclusiveness for
our colleagues via intelligent meeting re-cap and language
translation. We've also introduced a payroll excellence
programme that features a digital tool to help colleagues
more easily view and understand their pay. I'm proud of the
launch of our Leadership Academy, focused on developing
“Human” and accountable leaders. Our leaders are key role
models of our values, so much so that we introduced a
customer experience scorecard measure in our FY23 bonus
plan design for leaders, focused on driving improved delivery
of ‘micromoments’ (the touchpoints that customers value), and
outcomes that enhance our customer experience. Through
Sage Foundation, our colleagues, partners, and customers
make a real difference to our communities, and in FY23 total
volunteering hours reached 154,620, including helping to
build routes into education and support work readiness for
young people and women.

What actions have we taken to embed

Sage’s values this year?
We have focused on helping colleagues and leaders personalise
the values for themselves and their teams and translate them
into everyday actions. A significant number of colleagues have
taken part in values workshops and attended values-focused
townhalls and other colleague engagement forums. The
workshops facilitated discussions on what our values mean to
individuals and to teams. They also highlighted the behaviours
that we need to exhibit in order to embed a ‘leader-led’
approach, enabling teams to prioritise the best customer
outcomes while balancing work and flexibility. We allocated
each quarter of the year to focus on a different value. For
example, our last quarter focused on “Human”—how to be a
human leader as well as ensure “human” is at the heart of our
brand and customer experience. We launched a variety of
podcasts with senior leaders to share with colleagues on how
“Human” shows up in our business-related activities, such as
our human-centred design approach to product development
and the ways in which we’re making our chatbots more human.



What are the priorities

Key people measures
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for the year ahead? A number of key metrics help us keep track g
In FY23, our colleagues were instrumental in helping Sage of how we’re progressing: 8
grow and scale, knocking down barriers for customers, i
society and shareholders. FY24 is all about building even %’
further on that momentum—focusing on performance that 76 =
delivers extraordinary outcomes. We're at the start of the
journey, working on the value of “Human” and driving eSat— how happy our colleagues
towards a high-performance culture. We will deliver on our are working at Sage (FY22:79)
commitment to building an inclusive workplace and drive
tangible impact that is characterised by clarity, alignment,
high levels of accountability, collaboration and 4.3/5 g
psychological safety. 3.
Glassdoor diversity, equity and inclusion (DEI) )
Our priority is to continue the focus on creating a culture of score—how inclusive we are as an organisation 2
accountability, building trust, ensuring the right framework ?35
of support for effective leaders to role model our values, 5
adapting quickly to change, and driving results for Sage to 4 1 5 e
scale and grow. Colleague personas (profiles that describe [
the needs, values, and behaviours of colleagues) and the Glassdoor score—based on independent
wider employer value proposition (set of benefits and reviews from our colleagues (FY22: 4.2)
rewards) aligned to those personas will be launched
internally and externally. We will continue to progress §
against our three-year People strategy. As we navigate FY24 420/ =
and beyond, the ability to put people first, solve problems (o] g%
creatively, connect emotionally, collaborate effectively, and internal fill rate—how successfully we’re E}
never stop learning will be invaluable. providing colleagues with opportunities §
. . to develop their career at Sage (FY22: 36%) 3P
We recognise colleagues are a critical stakeholder and S

essential to our success. Creating a positive colleague
experience is a big part of our culture: prioritising diversity
and wellbeing, and developing skills. In FY23, we evolved

our three-year people strategy to prioritise creating flexible
workplaces and working, developing human and accountable
leaders, and delivering scalable colleague experiences.

34%

of leadership teams meeting
our gender diversity target (FY22: 33%)’

12th

ranking by RateMyApprenticeship as one of the

best organisations in the UK for apprenticeships

Top 13%

placing in the Forbes World’s Best Employers 2023
report of all large blue-chip employers

1. Global gender diversity target of no more than 60% of any one
gender, in any leadership team, anywhere in Sage, by FY26.
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Our people and culture continued

How we attract, develop and retain our talent
We support the business by ensuring we have the right talent
doing the right work, with the right skills when needed. This
has been delivered through increased internal fill rates
(FY23:42%; FY22: 36%) together with best-in-class direct
sourcing of external candidates from our internal hiring
team. To improve performance in alignment with our strategy
to scale the business, it’s important that we continue to
attract, develop and retain diverse talent. We refreshed our
employer value proposition to ensure it remains aligned to
our values and continues to attract a diverse workforce that
creates opportunities for everyone. We want Sage to be

an inclusive, energised environment, where amazing people
deliver extraordinary outcomes. We also continue to cooperate
closely with our Works Councils and we respect the right to
collective bargaining. All colleagues in the EU are covered by
collective bargaining agreements but none are covered by
such agreements in the UK or North America.

Our focus on entry to Sage through our ‘Pathways’ and Early
Careers programmes provides external apprentice and
graduate scheme opportunities in all our locations across
many functional areas. Our ‘Pathways’ programme has been
instrumental in helping individuals facing employment
barriers, such as those with disabilities, returning
professionals, and veterans, enhancing Sage’s diversity.

In FY23 we welcomed almost 400 early careers colleagues
from 12 countries and are looking to expand in FY24 with
the development of our “Entry into Sage” strategy, which
will nurture future leaders across diverse backgrounds

and support the development of talent pipelines.

Developing everyone’s potential

and performance

To create a future-fit workforce and high-performance
culture, we must promote colleague development, multi-
phased careers, and career transitions. Development and
continuous growth are part of the culture at Sage, and part

of our ways of working. In FY23, we focused on supporting
colleagues and teams to be high performing by developing
psychological safety, accountability and resilience, and
feedback skills; and by understanding their strengths.

With our increased focus on internal talent mobility and
targeted development, we structured our learning priorities
to better enable Sage’s strategy, expanding our Learning
Academies to include Leadership, Data, Cloud, Innovation/
Design Thinking, Al, Marketing, Collaboration, DEI, and
hybrid working. We also reinforced the importance of our
colleagues doing the right thing by broadening mandatory
training on our core policies, with the highest completion
rates achieved to date at 97%.

We recognise the critical role our managers play in
developing and retaining talent and are committed to
enabling “Human” leaders with the skills they need to foster
recognition, empowerment, and engagement in service

of high performance. In FY23, we launched our Leadership
Academy and welcomed 56 VPs and Directors via our

Senior Leadership Program (SLP), 379 via our extended
Accountability and Transparency programme, 104 new
people managers via our Managers Essential programme,
and 132 non-people managers via Aspiring Leaders.

After a successful global launch of Talent Marketplace

(our internal site for enhancing workforce agility, increasing
talent mobility, and growing a skills-based workforce),

with a 70% adoption rate (percentage of colleagues with

a profile), we introduced “Gigs” to help colleagues gain
exposure to new crafts and grow the skills they need through
projects and opportunities, combining project needs with
career development and enhancing our squad ways of
working. With over 110 mentor relationships established,
we’re strengthening our culture and deepening our
succession pipeline.

Some of our key achievements in FY23

Activated our Flexible

Human Work approach
and launched team
agreements globally

Save and Share Programme
(enabling eligible
colleagues to buy
discounted shares)
delivered £7.9m of value

to colleagues through
share price appreciation
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Launched ESPP (employee
share purchase plan)

in North America with
take-up above target
at20.7%

Exceeded Sage
Foundation fundraising
target at $777,000



An employee view

Les Ireland
Senior Project Manager

“Accelerate [Women in Finance Accelerator] has been
instrumental for me in that it has made me realise
that the power is truly within me to do, to feel and to
achieve whatever | want. It is an active reminder to
regroup, reset and invest in myself, before | can give
back to others, and it is also an amazing opportunity
to connect, learn and share with other women on
their journeys through life and our careers. | have
personally benefitted hugely from the practical
strategies discussed at the workshops, and from
hearing other people’s experiences and tactics to
overcome shared issues and maximise opportunities
available to us. For the first time in 20 years, | have
found my confidence to truly be myself in the
workplace, to push past perceived blockers and
believe in what | know to be the right thing to do.
This empowerment has made me more productive,
deepened my relationships and improved my overall
sense of wellbeing and happiness. | am now sailing,
not rowing against the tide.”

Every colleague should feel supported in developing their
careers and our aim is to develop world-class leaders for the
future of Sage, so we are ready for tomorrow’s challenges as
well as today’s. We take succession planning seriously and
are committed to investing in our people, offering support
and development to help them grow and succeed. Through
our annual talent review, we identify critical roles and
potential successors for these roles, whilst encouraging
continuous conversations and development plans

for everyone.

We instituted the CEO Open Circle forum, empowering
high-potential colleagues across all functions to meet with
the CEO six times each year to provide insight, feedback,
and ideas as a diverse and inclusive sounding board. We
also encouraged Executive Leadership Team (ELT) members
to meet one-on-one with direct reports of a leader they
manage, to help ensure our leadership team is connected
at multiple levels of the business. We also facilitated Board
colleague engagement sessions, providing the Board with
greater insights into Sage’s talent and succession pipeline,
while helping key Sage colleagues to better understand the
Board and its expectations.

Creating a colleague experience that
engages and retains high-performing talent
Sage continues to drive towards becoming a high-
performing organisation, where it consistently meets and
beats the high standard of objectives it sets itself, delivering
exceptional outcomes and outperforming competitors.
High-performing teams are driven by clear direction, shared
goals and feedback that’s honest, constructive and actionable.
Our goal setting framework, Objectives and Key Results
(OKRs), has enhanced performance and allowed colleagues
to better connect their contribution to Sage’s strategy.
Weaved into our approach to performance management and
evolution of our reward programme, it will support leaders

in driving continuous feedback, having meaningful
conversations, and driving accountability.

We continue to ensure we’re listening to colleagues and
throughout FY23 we championed our value of “Simplify” by
removing complexities from our onboarding and self-service
processes, and utilising data tools to support colleagues

in prioritising, focusing, learning, and thriving at work.

In FY23, we achieved an 85% response rate to our colleague
“Pulse survey” and used this insight to launch our “Women
in Finance Accelerator”, with a focus on increasing the
gender balance in Finance at the Director, VP, and EVP level.
This six-month programme successfully increased the
profile and morale of female talent for 20 graduates and

we are exploring rolling it out across other areas.
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Our people and culture continued

Our DEI pillars

28
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AR

Diverse Teams

Ensure we have as wide a range of voices,
backgrounds and experience as possible,

so leaders can leverage differing perspectives
to make the right decisions for our customers,
colleagues and communities.

€

Equitable Culture

Create an equitable and inclusive culture where
everybody is comfortable sharing their insights,
ideas and innovations, and valued for being

the unique individuals that we all are.

A
A"’

—

Inclusive Leadership

Build an intentionally inclusive leadership

who are curious to learn, have the courage to
experiment, and are comfortable knowing they
don’t have all the answers, whilst building teams
that offer different perspectives and making
sure the right questions are being asked.



Wellbeing is a core foundation for Sage, and our holistic
approach to wellbeing involves providing resources and
support across four key pillars: healthy mind; healthy

body; healthy finances; and healthy communities. From

our Wellbeing Hub to an expansion of a Healthy Working
programme, colleagues were provided with financial
resources, parental and caregiver support, and mental
health first aid. The global roll out of our Employee
Assistance Programme is now complete, following the
addition of coverage in Belgium, France, Ind1ia, Israel, Kenya,
Malaysia, Morocco, Namibia, Nigeria, Romania, and Singapore.

Our progressive hybrid approach continues to balance
human connection and flexibility, centred on increasing
office attendance to drive high performance, engagement
and wellbeing. We held 150 “office magic” events (bringing
colleagues together in our office spaces) globally across

36 sites, with great colleague engagement and increased
connection amongst teams. A new workplace value proposition
is currently taking this forward, bringing together culture,
values, and sustainability, to create an environment where
colleagues can thrive.

DEl is essential to making us more agile, innovative, and
human. At Sage, we have a deep desire to do the right thing
by our colleagues, customers, society, and shareholders.
Since publishing our Global DEI strategy in FY21, focused
on knocking down barriers so that everyone can thrive, we
setout to drive our DEl agenda forward in FY22, targeting
increases in the percentage of colleagues enrolled in our
Colleague Success Networks (CSNs), our gender diversity
in leadership, and more.

Sage gender and ethnicity balance

In FY23, we continued our self-declaration data gathering
project, ‘All About Us’, resulting in 55% participation across
UK, Ireland, US, Canada, and South Africa, helping to improve
our hiring and pay gap analystis. Participation in CSNs
reached 18% during FY23 (FY22:14%). We aim for continuous
improvementin this area, and we have added three further
CSNs: an Ability Network and a Pride Network in South Africa,
and a Faith Network in North America. Additional information
on our progress against our DEI targets can be found in our
Sustainability and Society Report www.sage.com/en-gb/
company/sustainability-and-society.

ELT and
Direct All

Board ELT Reports? Colleagues?®

Number of people " 10 102 11,326
Gender Female 4 4 49 4,794
Male 7 6 53 6,433

Non-Binary 0 0 0 22

Undisclosed 0 0 0 77

Ethnicity Asian 0 0 4 412
Black/African/Black S. African/Caribbean/Black British/African American 0 0 2 224

| do not wish to self-identify my race or ethnicity 0 0 2 155

Indigenous 0 0 0 94

Multiple Ethnic Groups 0 1 2 122

Other Ethnic Group 2 1 3 920

White 9 8 63 2,871

Undisclosed 0 0 26 7,358

Data as of 30 September 2023

1 Steve Hare and Jonathan Howell are included in both the Board and ELT data.

2 ELTand theirdirectreportsinclude ELT members and those for whom they have directline management responsibility, excluding administrative and support roles.

3 Wedonotreporton DEl data for contractors and consultants.
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Sustainability and Society

The Multiplier
Effect

Strategy overview

Sage has an importantrole in creating value for all our
stakeholders including colleagues, customers, society, and
shareholders. We believe a sustainable businessis a resilient
business and are committed to use our tools, knowledge and
insight, to multiply our impact and help everyone to thrive.

Our Sustainability and Society strategy has become

pivotal to how we deliver on Sage’s purpose—knocking down
barriers so everyone can thrive. We want to turn barriers into
opportunities, creating positive impact far beyond Sage.

In 2023, we evolved the Sustainability and Society strategy
to reflect on our role in society, the outcomes of our recent
materiality assessment, and our transition from commitment
to action. Our updated strategy has three key pillars—
Protect the Planet, Tech for Good, and Human by Design—
allunderpinned by Sustainability by Design, which is
aboutintegrating sustainability deep into our business
and operations. Each of the pillars is supported by clear
priorities and a rigorous plan. This evolved approach

also reflects a closer alignment with our strategic
business priorities.

FY23 Sustainability and Society Report
FY23 Climate Change Report

The Multiplier
Effect

@ | sustainability by Design
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Snapshot of our 2023 highlights

154,620

volunteering hours

SBT1i

validated near-term

Named in the FT’s European Climate Leaders list.

Sage Earth is now powering NatWest’s Carbon Planner,
making it simpler for UK businesses to understand
their carbon footprint and reduce their emissions.

Launched Data and Al Ethics Principles.

Enhanced governance, appointing a Non-executive
Director and Board Sponsor for ESG.

Sustainability Masterclasses launched to help
customers build green and resilient businesses.

Underserved Entrepreneurs Research Report
published, aimed at understanding the barriers
faced by entrepreneurs from socio-economically
disadvantaged backgrounds.

We were ranked 12th by RateMyApprenticeship, UK.

USD $777,096

funds raised

Top 50

in Gender Equality List

climate ambitions

Protect the Planet

b

r

& [

Tech for Good

Human by Design

L

@ Sage Foundation


https://www.sage.com/en-gb/company/sustainability-and-society/
https://www.sage.com/en-gb/company/sustainability-and-society/

Materiality assessment

Arobust materiality assessment is the bedrock of a strong
sustainability strategy. It also informs how we manage

risk and harness opportunities to ensure Sage remains

a business fit for the future. This year, to help us better
understand our impact on the society and environment
aswell as the related risks and opportunities, our assessment
was informed by the requirements for ‘double materiality’ as
outlined by the European Sustainability Reporting Standards
(ESRS), which underpin the EU Corporate Sustainability
Reporting Directive (CSRD). Our assessment was also
informed by the GRI 2021 Standards.

Using our 2021 material topics as a starting point,

we engaged with 180 internal and external stakeholders,
including our Executive Leadership Team (ELT), colleagues,
investors, customers, and suppliers. We supplemented

this with insights from an ESG Al platform (Datamaran)

that allowed us to scan thousands of financial and non-financial

reports, regulations in key jurisdictions, and media articles.
This enabled us to streamline, merge and identify additional
topics in line with stakeholder expectations.

As a result, we identified 8 topics as ‘strategically significant’
and ‘very important’ to our strategy due to their considerable
impact on society and the environment or on Sage. This work
ensures our approach to sustainability remains focused on
the most material topics.

We continually monitor business developments, risks and
opportunities, sustainability trends, changes in legislation
and the needs and perspectives of our stakeholders so that
our sustainability agenda rematins focused on what

matters most.

For further detail visit:
www.sage.com/en-gb/company/sustainability-
and-society

FY23 Materiality Methodology

Topics that have strategically significant
impact on society or Sage. These topics
are closely related to Sage’s business
strategy. They are covered by strategic
commitments, reporting strategy, and
risk management approach.

Very important
Topics that are very importantand
Colleague development D d Al ethi L. .
i) e ata and Al ethics have high impact on society or Sage.
. . Local community They support our business strategy.
Digital equality q . .
investment, and support We are addressing these by developing
policies, setting targets, and
Foundational robust reporting.
Biodiversity and ecosystems Business conduct Governance effectiveness Topics related to operational management
or ‘business as usual’ or regulatory
Human rights Pollution Resource use and circular economy requirements and emerging topics that

Tax and regulatory compliance Water and marine resources

Wellbeing and colleague
health and safety

must be addressed from a compliance
and ongoing management perspective.

Note: Topics are listed in alphabetical order and do not reflect a hierarchy of importance.

THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023 31

(%2}
-
=
D
[=d
®
Q
=3
(1]
F
[+]
T
o
=
-+

S]UsWelelS 1e1ouRUL4 140day 8oUBUIBA0Y

UO11BUIIOU| |BUOLIIPPY



Sustainability and Society continued

Protect the Planet

-

I

L
|
i)

.

Climate change is an immediate threat to human wellbeing,
functioning society, and planetary health. Our opportunity
to secure a viable and sustainable future for all is rapidly
closing. Rapid and sustained greenhouse gas (GHG)
emissions reductions across sectors are critical to

limit warming to 1.5°C.

The Protect the Planet pillar has been a particular focus
in FY23, with the identification of three priority areas:

¢ Getting Sage to net zero: achieving net zero by 2040
across our value chain.

¢ Supporting SMBs in achieving net zero: helping
SMBs decarbonise through our solutions and education.

¢ Advocating for enabling policies and standards:
advocating to put SMBs at the centre of the
netzero transition.

We have made good progress across all areas (see next page).

Getting Sage to net zero: this has been a key focus,
as we have strengthened efforts to build a credible and
ambitious transition plan to net zero that will continue
to reduce emissions.
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Supporting SMBs in achieving net zero: we launched
season 3 of the Sage Member Masterclass series on
Sustainability and Resilience, where industry leaders
provided SMBs with talks and articles on sustainability.

In FY23, Sage acquired Spherics, a carbon accounting
tool, that we rebranded to Sage Earth and is now building
momentum. We launched an enhanced customer pilot for
Sage Accounting and Sage 50 customers in the UK, offering
personalised recommendations and actions.

Advocating for enabling policies and standards:
during COP27, Sage launched the SME Climate Impact
Report, authored in collaboration with Oxford Economics
and the International Chamber of Commerce. The findings
of the report are a call to action for government and
policymakers to help SMBs become more sustainable,
given the influential role they play in the economy.

We have also further integrated ESG and climate change
into our principal and operational risks, as part of our
Enterprise Risk Management framework. All climate risks
and opportunities are captured within our Enterprise Risk
Management system, Riskonnect, and managed as part

of our ESG Principal Risk. Please refer to ESG Principal Risk
(see page 81) and in our TCFD reporting (see pages 38 to 45).

For further detail visit:
www.sage.com/en-gb/news/press-releases
SME Climate Impact Report



Performance against targets

+ GetSage to netzero by 2040 and reduce absolute Scope 1,2, and 3 GHG emissions by 50%

Sage to net zero . . On track
by 2030, from a 2019 base year aligned to SBTi

SupportSMBsin -« Help our customers reduce their GHG emissions by 2030 by providing access to carbon Early stage

achieving net zero management solutions and expertise

Policy and + PutSMBs at the forefront of the transition to net zero by making sure their voice is heard ontracic

advocacy for SMBs and lobbying for simplified standards

Key achievements

Getting Sage to net zero

+  We developed arobust net zero Transition Plan with
a clear glidepath'and action plans to make sure we
deliver on our mid-term goal of 50% reductions by 2030.
We have made good progress. Since 2019 our market
based emissions have fallen by 16.4% against an SBTi
glidepath of 18%, reducing from 231,957 tCO,e to
193,951tC0O.e in FY23.

« Incollaboration with the Planetary Accounting Network,
we’ve also developed an environmental policy based on
awhole planet approach. Consequently, environmental
considerations have become part of wider Sage policies
such as Procurement, Risk Management, Travel and
Expenses, and Flexible Working.

+  Working with industry experts on carbon accounting,
we are developing an approach to model the full
lifecycle carbon impact of our products, starting
with Sage 100 and Sage Intacct.

+  We have launched carbon literacy training with groups
of colleagues in the UK.

« Sustainability and Rewards teams have worked together
to develop a sustainable rewards strategy to provide

colleagues with benefits that incentivise climate action.

+  Welaunched an engagement programme with our
high emitting suppliers, to increase accuracy of
carbon emissions data and to align with our carbon
reduction targets.

Supporting SMBs in achieving net zero

+  Welaunched the Sage Member Masterclass series on
Sustainability and Resilience with over 1,000 views
to date.

« Sage and NatWest have joined forces to make it simpler
for UK businesses to understand their carbon footprint,
reduce their emissions and tackle climate change more
effectively. Sage Earth now powers NatWest’s Carbon
Planner to automate a key part of the process of
calculating a company’s emissions.

Advocating for enabling policies and standards

« Sageisrepresenting SMBs at the All-Party Parliamentary
Group on ESG, ensuring SMBs are part of the climate
conversation in the UK.

+ In 2023, we started collaborating with Bankers for
Net-Zero (B4NZ) with the aim of helping unlock access
to capital by automating GHG reporting for every SME
in the UK.

+ Incollaboration with the International Chamber of
Commerce, PwC and Strand Partners, Sage launched
anew reportat COP28 calling for simplified standards
for SMB sustainability reporting.

What’s next

We have made good progress in a short amount of time,

but we know our fight against climate change is along-term
commitment. In FY24, we will continue to test and strengthen
our net zero transition plan and deepen our understanding of
climate related risks. We will be rolling out further training
to colleagues, based on the success of carbon literacy
training, and embedding sustainability more closely into
our product strategy. We will also continue to engage with
governments and industry bodies on streamlining reporting
for SMBs.

For further information on TCFD please refer
to pages 38 to 45

For further detail visit:
www.sage.com/en-gb/company/sustainability-
and-society

FY23 Sustainability and Society Report

FY23 Climate Change Report

FY23 ESG Databook

1. Glidepath—a model that visually plots the impact of each decarbonisation action and how these align with Sage’s current emissions and future targets.
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Sustainability and Society continued

3| Tech for Good

Our ambition is to be the trusted network for SMBs, creating
an integrated experience of digital and human connections.
We believe using data and Al ethically is about more than
corporate reputation. It is essential for the success of

our business.

Tech for Good is about supporting SMBs to thrive by building
trusted and inclusive digital networks and solutions. We have
therefore identified three priority areas:

- Data for good: using data and visualisations to help
progress sustainable development.

- Building digital trust: building trust and security
into our network while maintaining high levels of
Data and Al ethics.

- Empowering entrepreneurs: empowering people
through Sage Foundation to grow businesses and
develop the skills they need.

As a technology company with a global footprint, we have
aresponsibility to help address digital inequality. We are
doing this, over time, by ensuring the accessibility of our
products and by providing access to opportunity through
digitaland STEM learning. In FY23 we conducted research to
start informing the future direction of the Sage Foundation.
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Performance against targets

«  Support SMBs and advance the UN Sustainable Development Goals (SDGs) by using our

Data for Good data to create visualisations (reports, trends, analytics) that can inform better decision On track
making by 2025
«  Expand our Trust and Security Hub to support SMBs in going digital safely by 2025 On track
Build Digital «  Embed Data and Al Ethics Principles into the fabric of Sage by 2025 Early stage
Trust . - s
« Our2025 accessibility target is for cloud products to meet Web Content Accessibility Exrym—
Guidelines (WCAG) criteria
Empowering +  Support 34,000 under-served entrepreneurs to scale and grow their businesses and equip Onrack
Entrepreneurs 33,000 individuals with skills for greater opportunities through Sage Foundation by 2024
Key achievements Digital equality
Data for Good « Two of our products, Accounting Individual and Client

Innovation to empower customers and SMBs

«  We published economic reports for multi-stakeholder
audiences around the Sustainable Development Goals
relevant to SMBs, notably Decent Work and Economic
Growth, and Climate Action.

+  We teamed up with Smart Data Foundry and the Centre
of Economics and Business Research to launch the
Sage Small Business Tracker. It analyses anonymised
Sage Accounting and Payroll data to look at how SMBs are

performing in real terms in the current economic climate.

Building digital trust

Cyber security and data privacy

+  We expanded our Trust and Security Hub to support
SMBsin going digital safely by 2025—further advice
and guidance for SMBs was added to engage technical
and business leaders according to their requirements
and provide a baseline of guidance.

Data and Al Ethics

« Dataand Al Ethics Principles were launched. Data and
Al Ethics policy is also in place, including reference
to privacy and security. The Principles and policy are
overseen by a newly formed Data and Al Ethics Council
that includes members from the ELT.

+ In2023, we published a Blueprint for Digital Led
Growth report. The report included policy and strategy
recommendations, such as enabling SMBs to take climate
action by simplifying ESG reporting and ensuring that Al
regulation does not become overly complex so SMBs can
safely adopt cutting-edge technologies. Following the
reportlaunch, our CEO, Steve Hare, was invited to join the
UK Prime Minister’s Business Council.

Management, are currently accessible, successfully
passing WCAG 2.1 grade AA automated tests. Roadmap
commitments are being developed for the rest of our
cloud products and we are investing in systems, training,
and strengthening executive sponsorship and oversight.

Empowering entrepreneurs

Local community investment and support

+ In2023, we published the Underserved Entrepreneurs
Research Report’, conducted with Corporate Citizenship.
Thisresearch projectis aimed at understanding the
barriers faced by entrepreneurs from socio-economically
disadvantaged backgrounds and will help us inform
how to amplify Sage Foundation’s impactin the future.

+ Sage colleagues, partners, friends and families
volunteered 154,620 hours and raised USD $777,096.

« Asignificant benefit for Sage’s partners is that they can
also join Sage Foundation programmes and along with
more than 200 other Sage partners, can achieve their own
socialimpact goals. Included in the figure above, is the
contribution from our partners who in 2023, volunteered
3,106 hours and raised US $354,933 for non-profit
organisations around the world.

What’s next

We are committed to building a trusted and inclusive digital
network. Through our Tech for Good pillar we will continue
to ensure everyone has equal opportunities to access data
and technology, while championing data protection,
security, and the ethical use of data.

For further detail visit:
www.sage.com/en-gb/company/digital-newsroom
Decent work

Economic growth

Climate action

Blueprint for Digital Led Growth report

Underserved Entrepreneurs Research Report
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Sustainability and Society continued

@ Human by Design
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Human by Design is our way of putting colleagues at
the heart of our business. Evidence is clear that diverse

businesses that do the right thing are resilient businesses.

Under this pillar we have identified three priority areas:

- Diversity, Equity and Inclusion: promoting diversity,

equity and inclusion at all levels of Sage.

»  Future Fit Work: developing an inclusive work culture that
attracts and retains talent and develops skills for the future.

+  Wellbeing: promoting a workplace where our colleagues

can feel and perform at their best and thrive.

Key achievements
Diversity, Equity and Inclusion

+ Listedin the Businessin the Community (BITC)/Times

Top 50 for Gender Equality List.

«  Currently 34% of leadership teams are reaching our target
to achieve representation of no more than 60% of any one

gender in leadership teams by FY26.

+  We added three new Colleague Success Networks: an
Ability Network and a Pride Network in South Africa,
and a Faith Network in North America.

Performance against targets

We have appointed a Global ELT Ambassador for Race
and Ethnicity, setting transparent race and ethnicity
targets to increase representation and progression
into ELT long-term incentive plans.

Future Fit Work

Over 1000 “future skills’ learnings accessed by
colleagues, supporting how we upskill colleagues on
essential skills.

In FY23 we welcomed almost 400 early careers
colleagues from twelve countries.

Wellbeing

In 2023, we introduced a Healthy Working programme,
initially in North America and Iberia, and soon to be
rolled out globally. This programme comprises tailored
e-learning, and personal recommendations to improve
colleague health, wellbeing, and comfort at work.

Additionally, all managers were requested to include
wellbeing within performance reviews of their reports.

What’s next

We will continue to prioritise improving how we gather

and utilise data, drive internal and external engagement,
and try and test innovative ways to diversify our teams and
leadership. Focus areas for the year ahead will include,
embedding allyship into essential training for all managers
and expansion of ‘All About Us’ scope geographically and by
function. Our Workplace Value Proposition will be rolled out,
starting with our new North America hub in Atlanta. The
Healthy Working Programme will be rolled out globally.

For further information on Colleague development
and retention, please refer to pages 48 and 49

For further detail visit:
www.sage.com/en-gb/company/sustainability-
and-society

FY23 Gender Pay Gap Report

FY23 Ethnicity Pay Gap Report

+ Achieve leadership team representation with no more than 60% of any one gender

by FY26

On track

DEI .

Increase ‘All About Us’ participation to 65% across 10 participating countries by 2024

On track

+ Foster a greater sense of belonging and inclusion with 20% of colleagues actively

On track

participating in the Colleague Success Network by 2024

+ Connect70% of colleagues to our internal Talent Marketplace, increase internal fill

rate to 45% by 2023

On track

Future Fit Work .

Colleagues to complete 5,000 Future Fitlearnings by 2025

On track

+ Achieve a20% YOY increase in Pathways hires up to 2025, with 500+ people receiving

. .. Delayed
work readiness training each FY
+ Rollout our Colleague Assistance Programme to all countries by 2024 On track
Wellbeing
+ Double the number of Healthy Mind coaches by 2025 On track
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Sustainability by design underpins our strategy as it sets our
ambition to integrate sustainability into everything we do.

Key achievements

Enhanced governance

During the year, we evolved the Sustainability and Society
(S&S) steering group into a formal S&S management
committee comprising ELT members and chaired by our
Chief People Officer, Amanda Cusdin. This improved
governance process helps provide strategic direction

and ensures that our targets, objectives and supporting
programmes rematin relevant, ambitious and on track

for delivery.

The Committee advises and aligns on strategic priorities
forimplementation, including policies and processes,
providing strategic direction with a clear mandate to
functionalleadership teams for delivery.

The Committee comprises of ELT members and senior leaders,
including the General Counsel and Company Secretary, Chief
Risk Officer and Chief Corporate Affairs Officer. The Committee
ensures there is adequate management and Board oversight
on progress against the S&S strategy, ensuring ESG risks and
opportunities are adequately addressed as well as providing
strategic guidance to the business in order to deliver against
priorities. The Committee meets quarterly, sharing discussion
summaries and outputs with the CEO and broader ELT through
regular briefing sessions, and with the Board through Maggie
Chan Jones, our Non-executive Director responsible for ESG.

FY23 activities included:

+ Using the double materiality process, we have assessed
our sustainability risks and opportunities aligned to
our Enterprise Risk Management (ERM).

+  Weintegrated climate risk into our ERM.

+  Weundertook a training needs analysis to better
understand the skills and capability needed within Sage
to deliver against our sustainability commitments and
continue to integrate sustainability across the business.

+ Delivered a successful Board engagement session to
raise awareness on sustainability and climate change.

« Initiated the process to review our suite of policies
through a sustainability lens.

+ Integrating sustainability deliverables into ELT OKRs
and bonus and LTIP structure.

Policies & controls

«  We continue to strengthen our supply chain due
diligence process by setting clear expectations through
the Supplier Code of Conduct, utilising third-party
assessments, monitoring legal and reputationalincidents,
and employing ESG questionnaires to better understand
actual performance. We work closely with our business
partners, agents, and other intermediaries to secure
formal adherence to our third-party Code of Conduct.

+  We established a partnership with EcoVadis to
strengthen ESG due diligence within our supply chains.

« OurlInternal Audit team conducted an audit on our
Anti-Bribery and Corruption policy, resulting in further
enhancements to internal practice, procedures and
governance controls.

+  We started further detailed assessment of
sales and business processes to prepare for
implementing additional and enhanced customer
due diligence controls.

What’s next

We are on a journey to integrate sustainability throughout
our business. We have made good progress in 2023, and we
will continue to build on this in 2024 and beyond. This will
include upskilling and educating colleagues, recognising
the importance of empowering colleagues to make more
sustainable choices. We will also continue to embed how we
manage our sustainability risks, impacts and opportunities,
developing an ESG risk register and continuing to ensure we
have the right policies and controls in place to manage these
risks. Building on the strong foundations this year, we also
plan to further assess human rights across our value chain.

THE SAGE GROUP PLC. ANNUAL REPORT AND ACCOUNTS 2023 37

(%2}
-
=
D
[=d
®
Q
=3
(1]
F
[+]
T
o
=
-+

S1UBWo1e]S 1e10URUL 4 140day 8oUBUIBA0Y

UO11BUIIOU| |BUOLIIPPY



TCFD disclosure

The Task Force on Climate-
related Financial Disclosures

Compliance Statement
FCA Listing Rules

In this report, we set out our climate-related financial disclosures
consistent with all of the Task Force on Climate-related Disclosures
(TCFD) recommendations and recommended disclosures pursuant
to Listing Rule 9.8.6 (R) (8). This includes all four of the TCFD pillars
and the 11 recommended disclosures set out in the report entitled
“Implementing the Recommendations of the Task Force on Climate-
related Financial Disclosures” published in October 2021 by the
TCFD. In completing this work we made use of TCFD guidance
materialincluding the TCFD technical supplement on the use

of scenario analysis, TCFD Guidance on Metrics, Targets, and
Transition Plans, and the TCFD Guidance for All Sectors. We are

reporting against the TCFD framework in line with FCA Listing Rules.

In FY24, we plan to continue our progress in reporting against all
four pillars of the recommendations. More detailed information on
FY24 priorities in reporting against TCFD is outlined in the table
below alongside progress made in FY23 and a summary of how we
are consistent with TCFD recommendations.

TCFD Compliance Status

TCFD recommendation

Governance

Summary and FY24 priorities

Given the extensive nature of our TCFD disclosures, we have
included additional detailed information in our Climate Report.

Companies Act 2006

Our disclosure also meets the Companies (Strategic Report)
(Climate-related Financial Disclosure) Regulations 2022 amended
sections 414C, 414CA, and 414CB of the Companies Act 2006.

UK Climate-related Financial Disclosures (CFD)

Sage is compliant with the new mandatory climate-related financial
disclosure requirements under UK CFD. As stated above, our
disclosures are consistent with all of the TCFD recommendations.
Under the Strategy pillar, we outline the rationale for the chosen
scenarios used to assess the resilience of our business to climate,
and our timeline for refreshing the analysis undertaken so that we
continue to monitor changes over time.

a) Describe the Board’s
oversight of climate-related
risks and opportunities
Cross-reference for the

disclosure in the report
Governance—page 103

Fully aligned with TCFD recommendations

The Board is accountable for our approach to climate-related risks and opportunities and approves
sustainability policies. The Board is ultimately responsibility for setting the Group’s risk appetite and for
risk management and internal control systems, delegating authority to the Audit and Risk Committee in
setting the Group’s risk appetite and implementing appropriate oversight of ESG risks. Updates on ESG
matters, including as relevant to climate change, are provided to the Board and Audit and Risk Committee
via managementin addition to the regular updates provided by the CEO Board briefing. The Board was

updated in September on our Net zero plan and progress against our Science Based Targets. This year,
the Board attended training on Sustainability, Environment and Climate Change.

FY24 priorities

We continue to monitor the training thatisin place for the Board and Executive Leadership Team as part of

our sustainability training plan.

b) Describe the management’s
role in assessing and managing
climate-related risks and

Fully aligned with TCFD recommendations
The CEO and Executive Leadership Team (ELT) are accountable for the Group’s climate strategy and
approach to TCFD. The Executive Vice President (EVP) of Sustainability and Society is responsible for

the implementation of Sage’s “Protect the Planet” climate action plan, including the assessment and

opportunities

Cross-reference for the Society Committee.

management of climate-related risks and opportunities, with oversight from Sage’s Sustainability and

disclosure in the report
Governance—page 103
Remuneration—pages 129 to 163

Sage’s Sustainability and Society Committee includes a subset of ELT members. Sage has also appointed Maggie
Chan Jones as a designated director providing specific board oversight on the ESG agenda. The Sustainability
and Society Committee meets quarterly and progress on the Protect the Planet pillar is a standing agenda item.
The CEO and ELT receive a debrief after each Sustainability and Society Committee meeting with key updates,
matters discussed, and actions. This informs updates provided to the Board by the CEO.

A proportion of the Executive Directors’ Performance Share Plan (PSP) awards each year are driven by
strategic non-financial measures; in FY23 this included a measure relating to climate (see our Remuneration
Policy on pages 129 to 163).

FY24 priorities

We will continue to consider how climate-related issues are integrated into budgets, business plans, performance
objectives, capital expenditure and our investment decisions. Furthermore, we consider climate in our due
diligence approach, including our mergers and acquisitions and energy procurement process.
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TCFD recommendation Summary and FY24 priorities

a) Describe the climate-related Fully aligned with TCFD recommendations

risks and opportunities the In FY21, Sage conducted a climate risk and opportunity screening exercise, involving interviews with key ®
. . . s g internal stakeholders across the Company. The process was used to explore the range of climate impacts that 2
organisation has identified ; . ; . o o
. may have the potential to present material short-, medium-, and long-term risks and opportunities to Sage, 3
over the short, medium, including material financial and non-financial impacts. 3
@
and long term In FY22, we disclosed 11identified climate risks and opportunities, including information on the impact z
Cross-reference for the on our business, maturity of our assessment, relevant time horizons, and mitigation and adaptation plans. -‘9::
disclosure in the report Those identified as the most material were taken forward for further climate scenario analysts. -
» Seeclimate risks and A full breakdown of our climate risks and opportunities can be found on pages 44 and 45.
opportunities table below In FY23, we conducted further analysis of two of the above transition risks, the increasing cost of energy
and carbon, and potential economic impact of climate change on the Sage global customers by sector and
geography (changing customer behaviours and needs). The outputs of this work will strengthen our
understanding of the effects of climate-related risks and opportunities on the Sage financial statements.
The full results of this analysis will be shared in FY24 TCFD disclosures. )
=]
FY24 priorities o
We will conduct an updated risk and opportunity screening of all climate risk and opportunity categories §
outlined in the TCFD framework to ensure they are complete and relevant and to verify underlying ®
assumptions and scenarios. %
3
@
35
74
b) Describe the impact of Fully aligned with TCFD recommendations
climate-related risks and We are well positioned to support global climate awareness and action through our products such as Sage §
anQ Earth, whilst managing our own climate-related risks and opportunities. In the table below, we provide an S
opportunities on the . . . o . . e B
. ., . overview of our climate risks and opportunities; a more detailed breakdown of impact, mitigations, and S
organisation’s businesses, adaptations can be found within our Climate Report https://www.sage.com/en-gb/company/sustainability- 2
strategy, and financial planning and-society/. gh
Cross-reference for the We’re working with SMBs to amplify and scale our impact from role-modelling through our own sustainability 93
disclosure in the report journey to sharing our lessons learnt and skills. This year we continued to roll out Sage Earth and launched our 5

online Sustainability Masterclasses series. Through these initiatives we’ve been able to reach more SMBs and
engage them in sustainabdility and climate topics—knocking down some of the barriers to effective climate
action they face.

+ Seeclimate risks and
opportunities table below
+ Furtherinformation can
be found in our Climate Report In FY23, we developed a robust Net Zero Transition Plan outlining our pathway to meeting Scope 1,2,and 3
emissions reduction targets, which is detailed in our Climate Report https://www.sage.com/en-gb/company/
sustainability-and-society/. Sage commissioned an independent review with ERM, a world-leading sustainability
consultancy, to test our Net Zero Transition plan and projections. This review concluded the Net Zero Transition
Plan and projections were sufficiently ambitious, with realistic, achievable near-term 2030 and 2040 net zero
targets. The review also identified risks and opportunities to strengthen and accelerate our Net Zero Plan.
These have been reviewed with the Sage Audit and Risk Committee, and will be monitored as part of existing
risk management process.

The climate change scenario analyses undertaken in line with TCFD recommendations did not identify any
material impact on the Group’s financial results, going concern, or viability.

However, the impact from climate change and the associated risks are constantly evolving, and the Group
will continue to monitor this risk and consequent impact (see note 1 of the Group financial statements on
page 189). Therefore, we will continue to assess how our Transition Plan impacts the financial statements
and also our longer-term financial performance. Furthermore, our business strategy is informed by the
outputs of the Net Zero Transition Plan.

FY24 priorities
+ Continue to monitor how we quantify the financialimpacts of our climate risks and opportunities,
and integrate the outcomes into our strategy and financial planning.

+ Inour Climate Report, we have outlined our alignment against the framework of the Transition Plan
Taskforce (TPT) and we will continue to progress our alignment in FY24 against the published TPT
framework. This willinclude refinement of sensitivity analysis and scenario analysis to better understand
the impact of climate on our business, and the activities required to underpin our net zero commitments.
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TCFD disclosure continued

TCFD recommendation Summary and FY24 priorities
c) Describe the resilience Fully aligned with TCFD recommendations

In FY22, climate scenario analysis was undertaken to evaluate the following most material physicaland

of the organisation’s strategy,
transition risks under high- and low-carbon scenarios:

taking into consideration
different climate-related
scenarios, including a 2°C

+ Hosting resilience.
+ Damage to facilities.
+ Workforce productivity.

or lower scenario - Changing customer behaviour and needs.

Cross-reference for the The physical risk analysis was carried out using Representative Concentration Pathway (RCP)2.6 (1.6°C—2°C),

disclosure in the report RCP4.5(2.1°C-3°C), and RCP8.5 (3.1°C—4°C) scenarios, forecasting to 2050. The transition risk analysis was

- See our Climate Report for completed using the NGFS “Below 2 Degrees” (1.7°C plus) and the “Current Policy” (3.0°C plus) scenarios,
detatiled scenario analysis—page 36 forecasting until2100. The scenarios have been chosen to provide a range of possible climate outcomes,

including a fast transition scenario in which transition risks are likely to be more pronounced and a “business as
usual” scenario which would lead to more severe physical risks. We acknowledge that the models used in assessing
our risks are inherently uncertain and contain some underlying assumptions which affect their outcome.

In FY23, further climate scenario analysis was undertaken against the transition risk ‘Changing Customer
Needs and Behaviours and Needs’, evaluating the relative impact of climate change against the different
industry sectors and geographies our customers operate in. Working with Oxford Economics, a leader in
globaleconomic forecasting, we reviewed the economic impact of climate change across our customer base,
evaluating different geographies and sectors and relative GDP forecast performance against a range of
climate scenarios, ranging from RCP 1.9 (below 1.5°C) to RCP 7.0 at the medium to high end of projections.

The output of this work will enable Sage to support our customers on the transitional risks associated with
climate change.

Furthermore, we conducted a detailed analysis evaluating the future cost of carbon, evaluating the options
available to allow Sage to credibly neutralise any residual emissions in support of our 2040 net zero ambition.
Sage will provide a further update on our approach to carbon removal and storage to neutralise the final<10%
of residual scope 1,2, and 3 emissions in due course, while recognising the immediate priority to rapidly cut
near-term emissions.

The additional analysis undertaken during FY23 has not highlighted a severe strategic risk to Sage resulting
from climate change in the short to medium term. We will continue to expand the quantification of financial
impact of both risks and opportunities, as our understanding and data evolve.

Sage has arange of measures and activities in place to manage identified climate change impacts,
as detailed on pages 7 and 8 of our Climate Report.

FY24 priorities
We will reassess which risks we conduct further detailed climate scenario analysis on, including the
frequency of update. In FY24 ,we will review our analysis on the four risks that have currently been modelled.

Risk management

a) Describe the organisation’s Fully aligned with TCFD recommendations
processes for identi.fying and Identification of climate risks is consistent with our approach to overall risk management. Climate change

. . . is considered a sub-risk to our ESG Principalrisk and is therefore managed in line with key operational risks
assessing climate-related risks at Group level

Cross-reference for the In FY21, we identified a list of climate risks and opportunities, using a combination of regulatory guidance,
disclosure in the report risk, and TCFD best practice and internal expert judgement, supported by our external environmental
* Riskmanagement—page 31 consultants EcoAct. All climate risks and opportunities are assessed against our ERM framework, including

inherentand residual risk.

In FY22, we disclosed 11identified climate risks and opportunities, including information on the impact
of our business, maturity of our assessment, relevant time horizons, and mitigation and adaptation plans.
Those identified as the most material were taken forward for further climate scenario analysis.

In FY23, we conducted a double materiality assessment that was informed by the CSRD and the standards
developed thereunder, being the ESRS. Climate change was identified as one of eight topics defined as
“strategically significant” and “very important” to our strategy due to its considerable impact on society
and the environment and/or on Sage.

This helped us to better understand Sage’s broader impact on the environment and emerging global
regulatory requirements related to climate change as well as the related risks and opportunities.

FY24 priorities

As outlined in our Strategy disclosure above, we will support our ongoing monitoring of climate risks at
function level by conducting a detailed bottom-up review of all climate risk and opportunity categories
outlined in the TCFD framework.
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TCFD recommendation

Risk management continued

Summary and FY24 priorities

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

disclosure in the report
* Riskmanagement—page 81

Fully aligned with TCFD recommendations
Our ERM Framework helps Sage manage ESG and related climate risks, enabling a consistent approach to the
identification, assessment, management, and oversight of risks.

This helps us to deliver our strategic objectives and goals consistently through risk-informed decisions.

We seek to continuously improve the use and adoption of Sage’s ERM Framework, to ensure it is not a process
which is applied to the business but instead something which is integral to how we make decisions and work
day to day.

Using our ERM Framework, all regions and functions are expected to identify risks that could impact the
successful execution of their strategy and operations while managing any risk exposure, ensuring
appropriate controls and action plans are in place. The ERM Framework helps focus our efforts on the areas
that matter most to Sage, providing clarity about risk tolerances and appetite in a way that facilitates
effective business decisions and ensures that Sage is adequately prepared to manage risks.

FY24 priorities
We will continue to consider how we engage with stakeholders across the value chain to aid risk identification
and management.

c) Describe how processes

for identifying, assessing,
and managing climate-related
risks are integrated into the
organisation’s overall

risk management

Cross-reference for the

disclosure in the report
+ Riskmanagement—page 81

Fully aligned with TCFD recommendations

Climate-related risks are managed as part of our ERM Framework. This helps Sage manage strategic,
operational, commercial, financial, compliance, change, and emerging risks and enables a consistent
approach to the identification, management and oversight of risks.

ESG is classified as a Principal Risk, and in FY22 we added climate change as a sub-risk.

Supported by our central Sustainability and Society team, functions across Sage are responsible for
integrating climate-related risks within their respective areas of responsibility.

For example, climate risks associated with cloud hosting are considered by the Sage Product team, whereas
physicalrisks to the built environment resulting from extreme weather are considered by the Sage Property
team as part of business continuity planning.

FY24 priorities

As part of our broader sustainability strategy, we will further educate colleagues on the impact of climate
change and what it means for Sage, for different parts of our business and individually. Using the insights
developed from climate scenario analysis the education campaign will support colleagues to practically
consider climate risk and opportunities as part of ongoing risk management practices.

Metrics and targets

a) Disclose the metrics used
by the organisation to assess
climate-related risks and
opportunities inline with
its strategy and risk
management process

Cross-reference for the

disclosure in the report

+ Seeclimate risks and
opportunities table below

+ Furtherinformation can be
found in our Climate Report

Fully aligned with TCFD recommendations

Sage has been reporting on energy and carbon emissions since 2018, providing us with a robust baseline from
which to plan our journey to net zero. Our carbon emissions calculations are also subject to independent
limited assurance. In June 2022, our near-term 2030 commitment was validated by the Science Based Targets
Initiative (SBTi). In June 2023, our net zero target was submitted for validation with the SBT{i, with completion
expected in H1FY24, confirming our commitment to become net zero by 2040.

We have made good progress in reducing emissions against our target commitment. Since FY19 our
market-based emissions have fallen by 16.4%, against an SBTi glidepath of 18%, reducing from 231,957 tCO2e
t0193,951tC02e in FY23.

Our Net Zero Transition Plan https://www.sage.com/en-gb/company/sustainability-and-society/ outlines
the specific actions that will be taken to achieve our near-term 2030 target.

In FY23, we carried out an exercise to reassess the metrics we have in place to monitor and measure our
climate risks and opportunities. The review recommended several qualitative and quantitative metrics and
targets which are described in page 40 to 44 of our Net Zero Transition Plan.

Executive remuneration

In FY22, we introduced a set of performance measures to include relevant ESG metrics. In FY23, the weighting
of ESG measures increased from 15% to 20%, including progress in reducing carbon emissions against our
SBTi-approved Net Zero Transition Plan, which now accounts for 7.5%.

Read more in our Directors’ Remuneration Report on pages 129 to 163.
Our most recent global emissions footprint can be found on page 17 of our Sustainability and Society Report.

FY24 priorities

We will continue to monitor the climate metrics we have in place, providing quantitative disclosures where
appropriate. In addition, a review of internal carbon pricing will be completed to evaluate the role it can
provide in supporting our strategy to achieve net zero.
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TCFD disclosure continued

TCFD recommendation

Summary and FY24 priorities

Metrics and targets continued

b) Disclose Scope 1, Scope 2,
and, if appropriate, Scope 3
GHG metrics and the
related risks

Cross-reference for the

disclosure in the report

» Furtherinformation can be
found in our Climate Report

Fully aligned with TCFD recommendations

Sage calculates and discloses emissions from Scope 1and Scope 2, in compliance with Streamlined Energy
and Carbon Reporting (SECR) regulations.

Current Previous Previous
reporting year reporting year reporting year

Scope 1and 2 emissions: UKand global' 0Oct2022—Sept2023 Oct2021—Sept 2022 0ct2020—Sept 2021
Global Global Global
(excluding (excluding (excluding
UKand UKand UKand UKand UKand UKand
offshore offshore offshore  offshore  offshore  offshore
Total GHG emissions data area area) area area) area area)

Emissions from activities which the

Company owns or controls, including

combustion of fuel and operation

of facilities (Scope 1)/tC0Oze 196 1,030 250 548 666 395
Emissions from the purchase of electricity,

heat, steam, or cooling by the Company for

its own use (Scope 2 Indirect) Location-

based emissions (tCO2e) 738 2,518 652 2,853 1110 3,216
Scope 2 (Indirect) Market-based emissions

(tCO2e) 13.3 1,395 6.12 2,035? 162 3138
Total gross Scope 1and location-based

Scope 2 emissions (tC0ze) 933 3,548 902 3,401 1,776 3,61
Energy consumption* used to calculate

above emissions (kWh) 4,217,496 12,202,282 4,276,721 10,479910 8,636,694 9,899,169

Carbon intensity ratio: location-based

CO.e emissions reported above normalised

to tCO2e per total GBP £1,000,000 revenue

(Scope 1and 2)** (tCO.e/revenue) 2.2 2.0 2.2 22 47 25

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
SECR under the Companies (Directors’ Report) and Limited Liability Partnerships (Energy and Carbon
Report) Regulations 2018.

2. FY22 figures re-instated following external limited assurance.

* Energy consumption includes all energy use related to Scope 1and 2.

** Globalrevenue in FY223is £2,184m for Sage during the reporting period. It was £1,949m for the previous
year’sreporting period.

Sage also screens and discloses emissions across all relevant Scope 3 categories as covered within our
SBTitarget.

In FY23, limited assurance of our GHG report has been provided by Bureau Veritas; a copy of the statement can
be found in our Sustainability and Society Report on pages 46 and 47.

Further detail on our Scope 1,2, and 3 GHG emissions and protocol aligned methodology and emissions can be
found in our Sustainability and Society Report on page 17.

Energy efficiency actions
Business travel:

Air travelis the highest source of emissions within business travel (85%). In FY23 a carbon emission’s travel
dashboard was introduced, to engage and build awareness with colleagues across our functions and
geographicalregions.

Property related:

We continued to manage our sites effectively and efficiently in FY23. Our Sustainable Property strategy will
continue to improve the efficiency of our property estate, , whilst transitioning buildings to clean low-carbon
sources of energy. Sage has seen a year-on-year increase of certified renewable energy and for FY23 Sage
reached 68%,compared to 45% in FY22. Examples of energy efficiency initiatives include a LED replacement
project within our Johannesburg office, saving 42 metric tonnes of carbon annually.

Reduce, reuse, recycle:

The IT department continued their ‘Re-use’, ‘Resell’, ‘Recycle’ policy. This involves collecting old equipment
and ensuring it is upcycled and recycled. Sage sells the equipment to an external party and donates the
proceeds to charity.
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TCFD recommendation

Summary and FY24 priorities

Metrics and targets continued

b) Disclose Scope 1, Scope 2,
and, if appropriate, Scope 3
GHG metrics and the
related risks continued

Cross-reference for the

disclosure in the report

» Furtherinformation can be
found in our Climate Report

Methodology

Our methodology underlying our disclosed emissions remains consistent with the previousyear andis

based on the “Environmental Reporting Guidelines: including mandatory greenhouse gas emissions
reporting guidance” (March 2020) issued by the Department for Business, Energy & Industrial Strategy (BEIS).
This methodology is consistent with the World Resources Institute’s Greenhouse Gas Protocol (GHGP)
Corporate Accounting and Reporting Standard.

We have also used the UK Government emissions factors for company reporting (published by BEIS in 2023),
combined with the mostrecent International Energy Agency (IEA) international conversion factors (2022) for
non-UK electricity within our reporting methodology. We have also used EcoAct’s emission factors tool for
Well to Tank(WTT)and WTT (Transport & Distribution) for non-UK sites as BEIS/DBT no longer publishes them.
These emission factors are based on the specific fuel mix of each country’s electricity generation. For Scope
3 emissions sources, we have used a combination of the Comprehensive Environmental Data Archive (CEDA
version 6) and UK government greenhouse gas emission factors.

As our data collection improves, we aim to collect more supplier specific data. Our purchased goods and
services calculation has used supplier-specific data from the CDP Supply Chain questionnaire where
relevant. Working with CDP and other partners we aim to increase the proportion further in subsequentyears
as more suppliers make use of this service.

In some cases, we have extrapolated total emissions by using available information from part of a reporting
period and extending it to apply to the full reporting year. For example, this has occurred where supplier
invoices for the full reporting year were not available prior to the publication of this year’s Annual Report
and Accounts. Extrapolations have taken place based on a hierarchy of data availability in line with the GHGP
guidance for carbon accounting.

For further details, our methodology document can be found at www.sage.com/investors.

Reporting period
Our Mandatory Greenhouse Gas reporting period is 10ctober 2022 to 30 September 2023 and is aligned with
our financialreporting year.

Organisational boundary and responsibility

We report our emissions data using an operational control approach to define our organisational boundary
which meets the definitional requirements of the Companies Act 2006 (Strategic Report and Directors’
Report) Regulations 2013 and the UK Streamlined Energy & Carbon Reporting (SECR) regulations 2019 in
respect of the energy consumption and emissions for which we are responsible. Under this approach, we have
accounted for 100% of GHG emissions from operations over which Sage has control.

Carbon intensity

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

c) Describe the targets used

by the organisation to manage
climate-related risks and
opportunities and performance
against targets

Cross-reference for the
disclosure in the report
+ Seeclimate risks and
opportunities table below
+ Furtherinformation can
be found in our Climate Report

Fully aligned with TCFD recommendations

Targets related to netzero

We have committed to net zero by 2040, and to reduce absolute Scope 1,2, and 3 emissions by 50% by 2030
againsta 2019 baseline. We are also committed to the SBT{, the UN climate change Race to Zero and the
UN Global Compact Business Ambition for1.5°C.

We have made good progress. Since FY19 our market-based emissions have fallen by 16.4%, against an SBTi
glidepath of 18%, reducing from 231,957 tCOze t0 193,951 tC0O2e in FY23.

See our climate report for more detail on our near-term and net zero target.

Metrics and targets related to our climate risks and opportunities

We have set a number of metrics and targets in relation to our climate risks and opportunities, as outlined

in more detail within our Climate Report https://www.sage.com/en-gb/company/sustainability-and-society/.
For example, the opportunities for renewable energy procurement will be monitored via the percentage of
electricity sourced from renewable energy contracts and New Products and Services will align to our
executive remuneration target to enable access to carbon accounting functionality via Sage suites.

FY24 priorities
We will continue to monitor the climate targets we have in place, providing quantitative disclosures against
targets where possible.
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TCFD disclosure continued
Our key climate-related risks and opportunities

Key—Stakeholder groups

|a§R| Colleagues

]
-.R.u Customers @ Society

| C) | Shareholders

Key

@ High impact
Quantitative
climate scenario
analysis performed

Maturity

|E|E| Increase a No change |,|,| Decrease

® Medium impact
Good understanding,
further work desirable

Key—Risk assessment period
Short term 1-5 years

Medium term 5-15 years

Longer term 15-30 years

® Lowimpact

Further work is required
to fully impact, mitigate,
and adapt

three year strategic plan of the business.

Time
horizon

Maturity

Sage has selected time horizons that are harmonised with
those of national and international climate policy and goals
including the 2015 international Paris Agreement and the

Climate
scenario
analysis

Transition risks

Changing Customer The Sage business model is closely linked to economic @ S-M @ (2023)
Behaviour and Needs activity and the success of SMB markets. However,
2] 5 (O SMB markets and businesses are more exposed and
|R"a| |..R..| @ |C)()| less resilient to the impacts of climate change.
Sub-type Anincrease in global disrupti'on du'e jco climate
change could reduce economic activity and lead
Market .
to a lower demand for Sage services.
Increasing Cost of Opening offices, providing hosting services, and S-M @ (2023)
Energy and Carbon outsourcing data centres are energy-intensive operations.
2l [ Q@ o If the cost of carbon increases, this could make the
a*3 I.R.l () ’ 1 1
Group’s operating costs more expensive. Sage may need
Sub-type to mitigate costs and risk through increased carbon
Regulation efficiency, and/or consider where these costs are absorbed.

Reputational Damage

Sub-type
Reputation

Stakeholders’ expectations regarding ambitious carbon S-M
targets and climate advocacy are increasing. They are

applying greater scrutiny to how Sage aligns all business

activities to its Net Zero Transition Plan. Sage may suffer

reputational damage if targets are missed or if it is not

sufficiently active in this space.

Physical risks

Workforce An increasing number of extreme weather events E] S @ (2022)
Productivity may leave offices and homes unfit for work. This

@ @ @ @ could reduce workforce productivity by making it

273 L difficult for employees to work during certain times.

Sub-type

Chronic physical

Damage to Facilities  Extreme weather events have the potential to disrupt or E] S @ (2022)
@ [a damage Sage sites/facilities. Flooding, heatwaves, wild

a’a 4 fires, droughts, and rising sea levels could all impact our

Sub-type facilities. Insufficiently prepared facilities could be unable

Acute physical, to deal with more frequent and intense occurrences of

Chronic physical such events.

Hosting Resilience Sage has a number of centralised public cloud providers, E] S-M @ (2022)

Sub-type
Acute physical,
Chronic physical

as well as hosting services. This infrastructure could

be vulnerable to persistent and extreme weather events.
These events could become more frequent, reducing
service availability and customer experience.
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Maturity

Time
horizon

Climate
scenario
analysis

Opportunities

Retaining and Hiring Itisincreasingly important for employers to demonstrate E] S-M
Superior Talent sustainability as a cultural value. This can help attract

@ [a and retain environmentally conscious talent. A more

ata (0 climate-informative hiring process can show how

Sub-type active Sage isin retaining and attracting talent.

Efficientand

mindful workforce

Renewable Energy Sage could ingrain renewable energy provision into our E] S-M
Procurement facility management plans. This would incentivise Sage

@ @ @ building managers, landlords, and hosting services to

L 9 develop and innovate more carbon-efficient buildings.

Sub-type The combined pressure from Sage, its peers, and society

Energy source can help reduce carbon emissions and costs.

Site Strategy Our property strategy presents an opportunity to reduce @ S-M
@ @ @ @ the business’s carbon footprint, operational costs, and

L) ) G vulnerability to extreme weather events.

Sub-type

Resource efficiency

New Products Climate change demands are presenting a new E] S-M
and Services opportunity for Sage to develop products and services

@ @ @ @ for its SMB customers’ that will help them tackle the

373 L challenges of climate change and put sustainability

Sub-type atthe core of their business.

Products and services

Enhanced Brand Sage has an opportunity to help SMBs fight climate S-M

Sub-type
Reputation

change and be their voice for the future, supporting
them when it comes to lobbying for change.
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Non-financial and sustainability information statement

Ethics and
governance

©

Human rights

Sage expects all colleagues, partners and suppliers

to adhere to international standards on human rights,
including with respect to child and forced labour, land
rights and freedom of association, among other elements.
We take a zero-tolerance approach to slavery and human
trafficking and are strongly committed to ensuring that
all Sage colleagues, as well as the people who work on
our behalf, are protected. Our full expectations are
included in our Partner and Supplier Codes of Conduct
and Modern Slavery Act Statement, which are available
on our website at www.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.

)

Governance and oversight

We recognise that assurance over our business activities

and those of our partners and suppliers is essential.

During FY23 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 68 onwards.

I

Anti-bribery and corruption

Sage has an anti-bribery and corruption policy, together
with associated whistleblowing procedures and grievance
mechanisms 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 FY23 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 their supporting
declaration and approval procedures, as well as periodic
audits and reminders. Further details on our policies and
procedures in this area can be found on page 40 of our
Sustainability and Society Report www.sage.com/en-gh/
company/sustainability-and-society.

=y
§A?

Tax strategy

We publish our tax strategy on our website (www.sage.com/
investors/governance/tax-strategy) 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.

Non-financial and Sustainability

Information Statement
Information as required by regulation can be found on the
following pages:

Environmental matters pages 30 to 33,and 38to 45  Anti-corruption and anti-bribery page 46
Our employees pages 24 to 29, and 48 and 49 Climate-related disclosures pages 38 to 45
Social matters pages 30 to 36, 46, and 52 and 53 Business model pages 14 and 15
Human rights page 46 KPIs pages 22 and 23

Principal Risks pages 74 to 81
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Stakeholder engagement
Listening to
our stakeholders
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How we define and engage with In addition to the four key stakeholder groups, we recognise

[}
our key stakeholders that other groups of stakeholders are also important to the %
Engaging regularly with our stakeholders is fundamental GTOUPYS activities. The Board has regard forand engages g
to our strategy. We strive to maintain an open, authentic, with such groups to the extent that they are affected by, 4
and positive stakeholder engagement across our stakeholder ~ and themselvets affect, t'he CPEEIIENS of the Group. Sage’s <
community including colleagues, customers, society, suppliers, for instance (including third-party hosting =
e SreraeleERs. providers), are significant to Sage and its business, and

. therefore the Group seeks to develop and foster relationships
We keep approprla.te coverage across all of our stff\keholder with them to maximise value and efficiency. Through our
groups by embedding it into our Non-executlvg Directors’ governance model, which the Board ultimately oversees,
engagement plan. Each year the Board also reviews the key Sage implements a thorough supplier onboarding process
stakeholde.r categories tq ensure the asses§ment oT their and procurement lifecycle (including to appropriately p
needs and interests remain relevant an.d ahgr.1ed with the manage data privacy and security matters). Our Supplier §
Group’s strategy. Key stakeholder considerations are Code of Conduct clearly sets out the standards of behaviour &
integrated into Sage’s Board papers to enable the Board to we expect from all our suppliers across a range of issues, §
proactively consider them in all discussions and decision which all suppliers are required to follow. g
making. Sage’s section 172(1) statement for FY23 on pages ) ) 3
56 to 59 demonstrates how Sage’s stakeholders influenced The following pages set out key stakeholder categories, ’
some of the decisions taken by the Board during the year the forms of Board engagement with those stakeholders,
while recognising that situations will exist where not every andithewiderbusinessengagementandiths impactofsuch
stakeholder interest can be addressed in full. activities conducted during the year.

g

[oR
Our key stakeholders g

=}

5

g

5

r 0 Q =2
A [ & :

Customers

Read more on
pages 50 and 51

Society Shareholders

Read more on Read more on
pages 52 and 53 pages 54 and 55
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Stakeholder engagement continued

Why they Colleagues are the lifeblood of Sage. Every day they serve millions of customers around the world through their

matter to sage innovation, integrity, and passion. Sage aims to provide the best environment for its colleagues, providing
them with the opportunity to grow, innovate, and transform in an inclusive environment, enabling all
colleagues to succeed together.

What matters Colleagues want to work for a company that values them, and provides them with an opportunity to be

to them themselves and thrive. They expect Sage 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 Sage’s Sustainabilit

y

and Society strategy, and Sage Foundation.

How Sage The Board Associate role aims to enhance decision making by the Board, and is a key feature of our chosen

engages method of engagement with the workforce for the purposes of the UK Corporate Governance Code 2018.

at Board level

The Board hears feedback from the Board Associate at meetings and the Board Associate undertakes
internalinitiatives to increase the visibility of the role and communicate its impact on Board discussions
and decision making.

In June 2023, the Board Associate hosted an interview with Drummond Hall, who provided colleagues with
aninsightinto Sage’s transformation since he joined the Board and highlighted the opportunities Sage has
moving forward. The Board Associate also hosted a discussion with Roisin Donnelly and Maggie Chan Jones
in July 2023 to share their perspectives with colleagues on their first six months as Sage Board members.
The Board received regular updates on colleagues, including on the results of Sage’s bi-annual

colleague surveys.

How Sage
engages
across the
Group

During FY23, we launched a three-week campaign to encourage participation in the All About Us programme,
which helps usidentify areas of underrepresentation in the organisation and the barriers that communities
of colleagues face. Colleagues were invited to voluntarily and confidentially disclose information about
themselves, which helps us build a much more inclusive Sage and allows us to understand inequities and
create policies and initiatives to address the needs of colleagues.

As part of our ongoing disability inclusion journey, we launched a Free to Focus Hub in North America, which
simplifies the way colleagues request workplace adjustments and accommodations.

In April 2023, we introduced free premium access to the mindfulness app Calm for Sage colleagues and up to
five friends or family members. So far, 2,923 colleagues have signed up to use Calm since introduction.

We strengthened our network of Healthy Mind Coaches. These are trained volunteers from around Sage who are
there to lend a listening ear and guide colleagues towards support if they are struggling with their wellbeing
or have mental health concerns. Sage has over 90 Healthy Mind Coaches and colleagues have access to Healthy
Mind Coachesin any Sage location.

Our Colleague Success Networks play an important role in supporting the Group’s DEl journey. Events such as
Managing Neurodiversity at Home and in the Workplace were held, as well as the attendance of Sage networks
atvarious events including London Trans+ Pride and Christopher Street Day Pride parade in Frankfurt.

Outcomes
from
engagement

We were listed in the Times Top 50 for Gender Equality List and ranked 12th in RateMyApprenticeship, UK.

We introduced a Healthy Working programme, initially in North America and Iberia, and soon to be rolled

out globally.

Following its initial roll out in UKIA, during the year we launched Sage Talent Marketplace for colleagues in
anumber of locations. Sage Talent Marketplace is an internal talent mobility tool that empowers colleagues to
take control of their career development. Sage Talent Marketplace’s Al engine matches colleagues to internal
career opportunities, vacancies, learning, mentors, gigs, and projects based on their skills, talents, and values.
So far over 70% of colleagues at Sage are on the platform.

In May 2023, we introduced the Sage Data Academy. During a Data Pulse Survey, colleagues told us that they
believed data is important to the future success of the Company and to them in their roles, helping them make
informed decisions. The Sage Data Academy has the aim of enhancing our collective data skills and knowledge,
promoting best practices around becoming insight and value driven, and encouraging continuous learning

for colleagues working in and around data across the Company.
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Colleague engagement sessions were also held throughout the year with the Board in Newcastle, Paris, and Atlanta. Andrew Duff
visited the Madrid office in February 2023, where he met with colleagues to gain an understanding of their work, and visited the
Newcastle office in September 2023. Roisin Donnelly visited the Newcastle office as part of her induction to meet the team and gain
further understanding of the Sage business following her appointment to the Board.

The Board received updates on the implementation of the Group’s DEI strategy to monitor progress on delivery and ensure Sage
achieves its three DEl principles of Diverse Teams, Equitable Culture, and Inclusive Leadership.

Oversight of Sage’s health and safety performance and approach to monitoring and reporting of colleague incidents.

A key part of Board engagement is the focus on culture throughout the Group. Further details on how the Board monitors culture

can be found on pages 104 and 105.

We delivered on the commitment to ensure all colleagues globally have access to an Employee Assistance Programme (EAP) by the
end of FY23. The EAP provides a confidential 24/7 helpline to support colleagues through whatever is going on in their life at work
orathome.

Our Code of Conduct provides unambiguous guidance for all colleagues on how the Group does the right thing and sets clear
expectations across Sage for compliance with ethical standards. All Sage colleagues are required to complete Code of Conduct
training bi-annually.

An independent and anonymous whistleblowing hotline is provided 24/7. Calls and email/online reports are monitored by the external
provider and Sage’s hotline representatives, investigated by Sage’s Risk team, and reported to the Audit and Risk Committee.

Our Health and Safety and Wellbeing policies are designed to ensure a healthy, safe, and supportive working environment at Sage that
protects the wellbeing of all colleagues.

Sage TV Live broadcasts presentations on strategy and quarterly performance updates by the CEO and CFO, Executive Leadership
Team, and senior management. Multimedia channels are also used internally for sharing information and as a depository of internal
news items of interest.

We conducted Pulse Surveys during the year, which allow the Board greater insight into colleague sentiment across the Group and
provide direct feedback on areas that can be improved. In March 2023, 87% of Sage colleagues completed the Pulse Survey, which
was the highest-ever response rate. The highest number of comments was also received (21,400), which included thousands of
ideas about how to improve both the colleague and customer experience at Sage. The September 2023 Pulse Survey also received
outstanding participation, with 85% of Sage colleagues completing the survey and providing 10,000 comments.

We have a flexible inclusive working structure that creates opportunities for teams to come together to connect, collaborate,

and innovate. Striking the right balance makes it possible for the Group to achieve great outcomes for colleagues, customers,
and the community.

For further information, please see the People section on pages 24 to 29
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Stakeholder engagement continued

rR'l Customers

N We build every experience with human insight and

ingenuity
. ur brand promise puts customers at the heart of everything we do, helping businesses thrive and flow.
ytey Our brand i heh f hi do, helping bust hri dfl
matter to sage 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. We recognise that our customers are a diverse
and dynamic group and we endeavour to build every experience for them with human insight and ingenuity.

What matters +  Customers are focused on (i) running and growing their business; (ii) having products that keep their business
compliant; (iii) quality customer service; and (iv) having greater visibility into their business and deriving

to them
actionable insights from their data. Improving efficiencies and productivity remain priorities, but they are
also increasingly interested in the wellbeing of their staff, the environment, and their role in protecting it.

How Sage +  Regular updates from the CEO are provided to the Board on the operational prioritiesin place to deliver a
high- i i .

engages igh-quality customer experience

+ The Board hears regular updates on and monitors key customer measures across the Group and key themes from

at Board level customer feedback.

+ Regular Cyber Security updates are provided to the Board and this year the Board’s understanding of Sage’s
work to reduce cyber risks across the business was enhanced by an engagement activity on Cyber Security in
February 2023.

« Product demonstrations were provided to the Board during the year to help Board members understand how
Sage’s products were being evolved to meet customer needs.

How Sage +  Our Customer Connect initiative continued. The initiative includes activities such as call listening to help

engages colleagues understand Sage’s customer pain points and assistance needs, whilst customer visits enable
colleagues to meet customers, ask questions, and gather insights directly.

across the + Following the previous launch of Sage Membership in the UK and US, we launched Sage Membership in South

Group Africa, which includes expert human support from our Sage product specialists, community forums where

members can hear from industry experts, and Member Masterclasses, which include a range of content, such as
talks and articles from business experts to help with specific business challenges.

+ Wecontinued to scale Sage Intacct through product enhancements, extended vertical reach, and geographical
expansion. During the year, Sage Intacct was launched in France, with other European markets due to follow
in FY24.

Outcomes +  We have evolved our approach to how we capture, act on, and measure customer feedback. By mapping

from micromoments (specific occasions or touchpoints in the customer journey), we aim to capture actionable
insights to help us clearly understand and improve the customer journey.

engagement + Regular monitoring of Net Promoter Scores across the Group allows Sage to assess customer sentiment and
identify areas where we can refine the customer experience. This will help address pain points as well as
generate additional value for customers in areas which would help them most.
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Our partners are also core to the Group’s strategy and are an extension of the Sage team. Sage works with an extensive network

of partners, who contribute to our mutual growth and ambition to enable customer success. Our community of partnersincludes
accountants, resellers, IP builders, and service providers who represent the Sage brand in the market. They help bring our solutions
to life, serving customers locally and creating an ecosystem of complementary solutions and services.

Partners in Sage’s ecosystem work in collaboration with Sage to: (i) harness our innovative technology to deliver customer success
through the creation of unique joint value propositions; (ii) expand their market reach; (iii) share insights into what Sage’s 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.

In May 2023, the Board received an update on Sage’s UKIA business, with a focus on how Sage was developing its propositions to meet
the needs of small business customers and accountants.

In July 2023, the Board received an update on Sage’s European business, including areas of focus for new and existing customers and
the new products which were being launched in the region.

The Board received updates during the year on the development of the Sage Network, with a particular focus on understanding its
benefits for customers and how Al services and offerings were being integrated into the customer experience.

During the year, Andrew Duff visited our Madrid office and attended a customer session with the local leadership team.

Attended a customer Q&A event with four Sage Intacct partners and customers in Atlanta in September 2023 to help the Board
understand their experiences of working with Sage.

In Europe we launched Sage Active, a multi-legislation business management solution for SMBs, into new markets including France,
Spain, and Germany.

In June 2023, we expanded our partnership with Amazon Web Services (AWS), focusing on helping SMBs speed up their digital
transformation and benefit from the latest technology. As part of this relationship, we will make Sage Intacct available on the AWS
cloud platform for customers in the US for the first time, which would in turn enable our customers to scale at pace by modernising
their finance function and unlocking efficiencies.

In April 2023, Sage published “The Human Firm” by Will Farnell, a book that will help accounting professionals looking to build

a better practice for their clients and their team, to use the best of technology to drive forward a more human, emotional connection
and understanding of clients.

We introduced the Sage Managed Services Programme that provides partners with a platform to provide client services. It is designed

to help partners scale, by taking on bigger clients and offering higher-value services.

The Customer Connect initiative enables Sage to keep its finger on the pulse with customers, allowing us to make sure we remain
attuned to their needs and help their businesses to thrive.

Furthering our partnership with Microsoft in FY23 meant that we were able to remove friction from day-to-day tasks for customers
submitting and approving accounting and people processes directly through Teams, rather than in the Sage Intacct or Sage People
applications, reducing the need to toggle between solutions.
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Stakeholder engagement continued

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

Q

Why it matters - Intoday’sworld, noteveryoneis given anequal chance. Discrimination, bias, lack of education, and unequal

to sage access to technology are creating barriers for many people to succeed. It is Sage’s 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 the planet
the opportunity to thrive.

What matters +  Forourcustomers, having a positive societal and environmental impact, and a commitment to diversity,

to them matters to their business. 85% of SMBs see a role for accountancy and HR software providers in helping
them make their businesses more sustainable. Sustainability is a key issue for society as a whole and our
stakeholders care about the work we do to tackle digital inequality, economic inequality, and the climate crists,
using our time, technology, and experience.

How sage « Aspartofregular CEO Board briefings the Board receives updates on the Sustainability and Society strategy.

engages +  The Board held a deep dive session and training on ESG in February 2023, including on delivering our current

at Board level

commitments and evolving our Sustainability and Society strategy and an update on the Sage Foundation.
During the year we were pleased to appoint Maggie Chan Jones as the Non-executive Director with oversight
on ESG.

An update on Sage’s Net Zero Transition Plan and the progress of Sage’s FY23 TCFD disclosures was provided to
the Board in September 2023. Further information on TCFD can be found on pages 38 to 45.

How Sage + Wejoined forces with NatWest to make it easier for businesses to understand their carbon footprint.
engages NatWest’s Carbon Planner is now powered by Sage Earth, automating a key part of the process of calculating
acompany’s emissions.
across the + Welaunched the Travel Insights Dashboard. The dashboard is designed to empower colleagues with insights
Group into their own actions regarding business travel, to help positively adjust behaviour, including reducing
personal CO; footprint and contributing directly to reducing Sage’s CO, emissions.
+  OurDataand Al Ethics Principles were launched, overseen by a new Data and Al Ethics Council that includes
members from the ELT.
« Sage’s Sustainable Supply Chain strategy is a key component of our wider Sustainability and Society strategy.
The strategy enables us to procure goods and services responsibly, ensuring our supply chain is free from risks
such as modern slavery and that suppliers meet our standards of ethical conduct.
Outcomes +  We were able to make 2 products accessible to people with disabilities by meeting WCAG criteria.
from + Sage was able to expand its TCFD disclosures after the progress made in strengthening governance
and the integration of climate-related objectives in executive remuneration, leadership performance,
engagement and risk management.

Sage demonstrates the pathway to achieve 2030 climate commitments through a robust Net Zero
Transition Plan. Sage’s Net Zero Transition Plan considers the latest guidance from the Transition Plan
Taskforce and industry best practice, enhancing Sage transparency and credibility beyond core
mandatory disclosure compliance.

We were named in the FT’s 2023 Europe’s Climate Leaders list.
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+  We believe that by supporting communities to knock down barriers to digital and economic equality and to protect the planet, we can
play a role in creating a more equal society. Research in our communities shows that starting a business and becoming your own boss
is seen as aroute to a better life.

+  Peoplein underrepresented 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.

+ The Board receives detailed papers and in-person updates on Sage’s position on non-financial disclosures including regulatory
requirements and voluntary disclosures such as GRl and SASB.

+ Updates on Sage Foundation colleague participation were provided to the Board and in September 2023 the Board attended Sage
Foundation “Mini Grow” mentoring sessions with local Atlanta not for profits. A photo taken at the event is included on page 58.

+ Weexpanded our Trust and Security Hub to support SMBs to go digital safely.

+ During the year we evolved the Sustainability Steering Committee into the Sustainability and Society Committee. This management
committee provides strategic direction and has overall accountability for successful delivery of our Sustainability and Society
strategy, and comprises ELT members and other senior leaders.

+ Weannounced a new partnership with Morehouse College, a historically black liberal arts college (HBCU) in Atlanta. Sage will invest
in Morehouse’s software engineering programme and Sage experts will help teach a series of new software engineering courses
at Morehouse.

+  Through the Sage Foundation we connect with the communities in which we operate.

For further details on achievements, please refer to the Sustainability and Society section on pages 30 to 37

+ InMarch 2023, Sage Earth received two edie awards nominations (Product Innovation of the Year: Software, systems and services
and Business Leader of the Year for Sage’s VP of Carbon Accounting). The edie awards are the UK’s largest sustainability awards,
celebrating leadership across the space, and we are proud to have been recognised.

+ The Sage Foundation surpassed its fundraising target for FY23, raising over $750,000, and, in response to the earthquake disaster
in Morocco, launched a scheme to match colleague donations up to £200 (or local equivalent) to support the crisis.

+ The Sage Foundation partnered with Kiva, a crowdfunding platform thatlends money to unbanked underserved entrepreneurs,
to double colleagues’ $50 credits to mark Earth Day. So far, 4,827 colleagues have used their Kiva credit, and together with them
we have supported 17,283 entrepreneurs (15,347 of whom are women) across 63 countries and provided $341,000 of funding.

+ Through the Sage Foundation, Sage volunteers contributed 154,620 hours during FY23.

+  Weconducted aresearch project with Corporate Citizenship, which will help us understand the barriers faced by entrepreneurs
from socio-economically disadvantaged backgrounds and inform us on how to amplify Sage Foundation’s impactin the future.

For further details on Sage Foundation activities, please refer to the People section on pages 24 to 29
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Stakeholder engagement continued

c) () Shareholders

We target sustainable growth in shareholder value

Why they :
matter to Sage

Our shareholders are our providers of equity capital without whom Sage could not grow and invest for future
success, and are key beneficiaries in the value we create.

They provide us with input and feedback concerning the development and implementation of our strategy,
and we consider their views when making investment decisions.

What matters :
to them

Investors are interested in our long-term strategy, operational performance, strategic execution, and
investmentin the business to drive innovation and enhance the customer experience.

Sage’s financial performance is important to them, together with governance and how our ELT and Board
make decisions.

Increasingly, they are concerned about broader societal issues and the role Sage plays in addressing them.

How Sage :
engages
at Board level

At each Board meeting the Board receives Investor Relations updates.

Market sentiment updates from Sage’s brokers were also provided to the Board during the year.

Andrew Duff held a round of meetings with most of the top 15 shareholders in Sage, providing an opportunity
to discuss the Group’s strategic progress and to listen to shareholder feedback.

Feedback from investor meetings is also circulated to the Board after Sage’s full-year and half-year results
announcements, and quarterly trading updates where relevant.

The Chair of the Remuneration Committee consulted individually with Sage’s top shareholders and proxy
agencies on Sage’s proposed FY24 Executive Director remuneration arrangements.

How Sage + Shareholder engagement is the responsibility of the Executive Directors and the principal day-to-day activity
engages of the Investor Relations team, which develops and manages Sage’s relationships with investors and analysts.

+ Resultsannouncements are prepared and published by the Investor Relations team.
across the + Analyst events are also held with senior management to provide opportunities to ask questions.
GI"OI.Ip + Senior management are available to meet investors, and did so during the year, for example at one-on-one

meetings and at the webinar event on Sage’s Product and Innovation strategy in September 2023.

Outcomes +  Proactive engagement with shareholders and analysts has helped ensure support for the Group’s management
from and strategy, and buy-in to capital allocation decisions.

+  We have fostered constructive relationships with our top shareholders at multiple levels within the
engagement organisation, including the Chair, CEO and CFO, ELT, and Investor Relations team.

Shareholder
activities
during FY23:

UK and US investor Annual
roadshows for FY22 results General Meeting
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The Chair and other Non-executive Directors, including the chairs of the Board Committees, are available to attend meetings with
major shareholders at the request of either party to gain an understanding of any issues or concerns.

At Sage’s AGM, all Board directors are present, which provides a key opportunity for the Board to engage with shareholders and for
shareholders to vote on the resolutions put to them.

Sage’s material communications to investors, including results announcements and the Annual Report, were reviewed and approved
by the Board prior to release.

The Board recommended an interim and final dividend payment during the year.

Shareholder views were sought and considered during the year when conducting our ESG materiality exercise, which is described
on page 31.

The Investor Relations team provides updates on the equity markets shareholder views to selected teams throughout Sage on an
ongoing basts.

Our website www.sage.com/investors continues to be an important channel for communicating with all stakeholders,
including investors.

We have received positive feedback from analysts and shareholders following engagement events, UK and US investor roadshows
in November/December 2022, May 2023 and September 2023.

We have proactively targeted new investors, particularly those based in the US, resulting in Sage’s proportion of US institutional
ownership increasing to 38%.

UK and US investor US investor Product and Innovation—
roadshows for roadshow webinar for investors
H1FY23 results and analysts
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Section 172(1) statement

Principal decisions during FY23

The 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 our shareholders,
whilst having due 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 Board is mindful of its duties under section 172(1) and
the likely long-term consequences of any decisions it makes;
the need to foster the Company’s relationships with all its
stakeholders; the interests of its employees; the impact

of the Company’s operations on the environment and in the
local communities; the desire to maintain a reputation for
high standards of business conduct; and the need to act
fairly as between members.

The Board believes that in order to truly achieve long-term
sustainable success, the interests of all our key stakeholders
must be considered in Board decision making, which ensures
that the tone is set from the top by living our Values.

The sustainability of the business and balancing
stakeholders’ respective needs and expectationsis
important. The Board understands that engagement

with our stakeholders is integral to informing Directors

on the things that are most important to them and the
potentialimpact that Board decisions could have on those
stakeholders. The Board seeks the opportunity to engage
with stakeholders and further information on how our Board
and the wider Group engaged with our stakeholders during
FY231is set out on pages 47 to 55.

Our wider leadership team is delegated by the Board to
appropriately manage the day-to-day operations so that
the principles of section 172(1) are embedded within the
business and how we operate. For further information on
our governance framework, please refer to page 92.
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Section 172(1) limbs
a) The likely consequences
of any decision in the

long term

¢) The need to foster the
company’s business
relationships with suppliers,
customers, and others

e) The desirability of

the company maintaining
areputation for

high standards of
business conduct

-

b) The interests of the
company’s employees

d) The impact of the
company’s operations
on the community
and the environment

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

\




Further information on how section 172(1) has been applied by the Directors can be found throughout the Annual Report:

Section 172 duties Read more Pages
Consequences of decisions Chair’s statement 6
in the long term Strategic priorities 18-21
Our approach to sustatnability 30-37
TCFD disclosure 38-45
Stakeholder engagement 47-55
Principal Risks and uncertainties 74-81
Viability Statement 82-83
Board activities 100-103
Corporate Governance Report—Nomination Committee 110-117
Directors’ Remuneration Report 129-163
Directors’ Report 164-170
Interests of employees Chair’s statement 6
CEOQ’s review 8-11
Our people 24-29
Stakeholder engagement—Colleagues 48-49
Principal Risks and uncertainties 74-81
Chair’sintroduction to governance: Engagement with our stakeholders -4
Board activities 100-103
How the Board monitors culture 104-105
Our Board Associate 106—107
Fostering business Chair’s statement 6
relationships with suppliers, CEO’sreview 8-11
customers, and others Business model 14-15
Strategic priorities 18—-21
Our approach to sustainability 30-37
Non-financial information statement—Ethics and governance 46
Stakeholder engagement: Customers and Society 50-53
Principal Risks and uncertainties 74-81
Governance 84-109
Board activities 100-103
Impact of operations on the Chair’s statement 6
community and the environment CEQ’sreview 8—-11
Our approach to sustainability 30-37
TCFD disclosure 38-45
Non-financial information statement—Ethics and governance 46
Stakeholder engagement—Society 52-53
Principal Risks and uncertainties 74-81
Board activities 100-103
Maintaining high standards Chair’s statement 6
of business conduct CEQ’sreview 8—-11
Our people 24-29
Our approach to sustainability 30-37
TCFD disclosure 38-45
Non-financial information statement—Ethics and governance 46
Stakeholder engagement 47-55
Board activities 100-103
How the Board monitors culture 104-105
Board evaluation 108-109
Audit and Risk Committee 118—128
Acting fairly between members Stakeholder engagement—Shareholders 54-55
Engagement with shareholders 929
Board activities 100—103
Directors’ Remuneration Report 129-163
Directors’ Report 164-170
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Section 172(1) statement continued
Principal decisions by the Board

Key—Stakeholder groups

|3§R| Colleagues

Fa
R Customers
L d

@ Society |C) I Shareholders

Sage
North America
Headquarters

Section 172(1) limbs
68 (%) (3 (@)
Stakeholders considered

Principal decision

by the Board

Approval of capital expenditure
to deliver a new North America
Headquarters

Board considerations

Following the Covid-19 pandemic, ways of working have radically changed to a more flexible hybrid
model that requires a rethink of the future office experience to ensure this provides a dynamic,
motivational destination of choice for existing and future colleagues. The Board is mindful that
Sage must create an office experience in its North America Headquarters that supports our brand,
reflects our culture, enhances colleague performance, and creates connections with our customers.

Sage has a rich history in Atlanta, having established a North American presence there in 1998 with
the acquisition of Peachtree Accounting. In February 2023, Sage senior management commenced an
extensive search to find a new North America Headquarters in the city, one which would provide an
enhanced collaborative experience for hundreds of our colleagues, foster creativity and innovation,
as well as enable Sage to deliver strong experiences for our customers and partners and connect with
the communtity.

The proposed new space is in Ponce City Market in the heart of Midtown Atlanta and will provide
opportunities to strengthen Sage’s engagement within the Atlanta community and allow Sage to actively
participate in the ever-growing tech landscape of Atlanta. Senior management’s proposal to the Board
highlighted that Atlanta offers a diverse talent market and a competitive cost of living, which are critical
components for attraction and retention of top talent. The new North America Headquarters location will
help Sage continue to make its own positive contribution to the city. As part of the relocation decision,
the environmental credentials of the new building were also considered including occupants’
connectivity to the natural environment with the use of natural materials, ventilation, and air quality
improvements, and external and internal views of nature. The Board noted that the new building is built
from Georgia-grown timber, a first for this type of construction in Georgia and one that directly aligns
with our ESG values and strategy.

During the Board visit to Atlanta in September 2023, the Board took the opportunity to make a site visit.
Please see a photo taken during the visit above.

Outcome

In February 2023, the Board approved the capital expenditure to deliver a new North America
Headquarters in Atlanta, Georgia. The Board considered the positive impact on society, including
the building’s environmental credentials, the colleague experience and wellbeing, and the
potential benefits for our customers.
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Audit tender process

Section 172(1) limbs

68) (&) () ()

Stakeholders considered

Principal decision

by the Board

Approval of the appointment
of KPMG LLP (KPMG) as the
Company’s external auditor
for the financial year ending
30 September 2025. The
appointmentis subject to
shareholder approval at

the 2025 AGM and an updated
independence assessment.

Board considerations

Inline with relevant legislation, Sage is required to conduct an audit tender every 10 years. Ernst
& Young LLP (EY) has been Sage’s auditor since 2015, meaning that Sage was required to undertake
an audit process ahead of the FY25. The Audit and Risk Committee, on behalf of the Board, carried
outatender process in FY23 for its external audit services to provide enough time for an orderly
transition to a new external auditor, if required.

The Board agreed that it was important to run a thorough process and maintain a reputation for high
standards of business conduct, to follow good practice, and to treat all participating audit firms
fairly and transparently. The audit tender process was led by the Audit and Risk Committee Chatr,
supported by a Steering Committee made up of Audit and Risk Committee members and senior
management. The Steering Committee was tasked to feed back its findings to the Audit and

Risk Committee. During the process it was crucial for the Board to consider that stakeholders may
have different objectives. Aligning stakeholder objectives early in the process was important to
ensure that stakeholder expectations had been considered to make a fully informed decision.

Three firms were invited to participate, of which one was an audit firm outside of the ‘Big Four’.
The other two ‘Big Four’ firms were not invited to participate due to conflicts of interest. After
an initial meeting with the Steering Committee, the decision was made to proceed with two of
the three audit firms. The extensive selection processincluded:

+ Setting out a clear and objective decision-making criteria.

+  Assessment of the tendering firms, including the Lead Partner.

+ Anumber of meetings with formal presentations to the Steering Committee.
+ Anassessment of the FRC’s annual audit quality inspection results.

The participating firms were assessed over several areas including:

+ Audit quality and approach.

+  Depthand breadth of capabilities of the team, including audit culture.
+ Understanding the business, industry and audit risks.

+ Sustainability.

+ Auditservice, including use of technology in the audit.

* Independence.

For further information on the selection process, please refer to pages 127 and 128.

The Audit and Risk Committee subsequently set out its recommendation to the Board, with a justified

preference for one of the firms. The Board noted that the Audit and Risk Committee’s aim was to identify

the audit firm that would provide the highest-quality and most effective audit.

Outcome

Following the conclusion of a formal competitive audit tender process, having considered the
scoring criteria, key factors, input, and observations from the Audit and Risk Committee, the
Board approved the appointment of KPMG as the Company’s external auditor for the financial
year ending 30 September 2025. In coming to its final decision the Board deliberated on the likely
consequences of decisions in the long term for the benefit of our shareholders and colleagues.
The appointment is subject to receiving shareholder approval at the 2025 AGM and an updated
independence assessment.

For further information on the audit tender process, please refer to pages 127 and 128.
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Financial review

Jonathan Howell
Chief Financial Officer

The Financialreview provides a summary of the Group’s
results on a statutory and underlying basts, alongside
its organic performance. Underlying measures allow
management and investors to understand the Group’s
financial performance adjusted for the impact of foreign
exchange movements and recurring and non-recurring
items, while organic measures also adjust for the impact
of acquisitions and disposals.

Introduction

Sage performed well in FY23, delivering double-digit
revenue growth, increased profitability and strong
cash flows.

Underlying recurring revenue grew by 12% to £2,096m
and underlying total revenue grew by 10% to £2,184m.

Statutory and underlying financial results

“Sage performed well in FY23,
driving double-digit growth
through consistent strategic
execution. We continue to invest
in our business, whilst driving
operating efficiencies to
increase profitability. This is
supported by strong cash flows
and a robust balance sheet.”

The increase in recurring revenue was driven by a 25%

rise in Sage Business Cloud revenue to £1,628m, reflecting
strength from new customer acquisition, higher sales to
existing customers and continued good retention rates.

Organic recurring revenue grew by 11% to £2,095m
(FY22: £1,882m), while organic total revenue grew by 10%
t0 £2,182m (FY22: £1,986m).

The Group’s underlying operating profit grew by 18% to
£456m. This represents an underlying operating margin

of 20.9%, 140 basis points higher than the prior year, driven
by operating efficiencies as we focus on scaling the Group.

The Group also achieved a 22% increase in underlying basic
EPS of 32.3p, together with a 37% increase in free cash flow
to £404m, underpinned by strong cash conversion of 116%.

Statutory Underlying
Financialresults FY23 FY22 Change FY23 FY22 Change
North America £973m £818m +19% £973m £849m +15%
UKIA? £627m £586m +7% £627m £575m +9%
Europe £584m £543m +7% £584m £558m +5%
Group total revenue £2,184m £1,947m +12% £2,184m £1,982m +10%
Operating profit £315m £367m -14% £456m £386m +18%
% Operating profit margin 14.4% 18.9%  -4.5ppts 20.9% 19.5%  +1.4 ppts
Profit before tax £282m £337m -16% £424m £355m +20%
Profit after tax £211m £260m -19% £329m £269m +22%
Basic EPS 20.7p 25.5p -19% 32.3p 26.4p +22%

1. Underlying and organic revenue and profit measures are defined in the Glossary.

2. United Kingdom & Ireland, Africa and APAC.
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The Group achieved statutory and underlying total revenue
of £2,184m in FY23. Statutory total revenue increased by
12% compared to the prior year, reflecting underlying total
revenue growth of 10% together with a 2-percentage point
foreign exchange tailwind, principally relating to the US
Dollar in North America.

Statutory operating profit decreased by 14% to £315m,
reflecting an 18% increase in underlying operating profit
to £456m offset by a £131m increase in recurring and

non-recurring items?, including a £53m one-off gain
on business disposals in FY22 together with property
restructuring and M&A-related charges in FY23.

Statutory basic EPS decreased by 19% to 20.7p, reflecting
lower statutory operating profit, slightly higher statutory
net finance costs and the post-tax impact of non-recurring
items. Underlying basic EPS increased by 22% to 32.3p,
reflecting higher underlying operating profit and a slight
reduction in the Group’s underlying effective tax rate.

Totalrevenue bridge FY23 FY22 Change
Statutory £2,184m £1,947m +12%
Recurring items = £2m

Impact of FX* = £33m
Underlying £2,184m £1,982m +10%
Disposals = (£7m)
Acquisitions (£2m) £11m

Organic £2182m £1,986m +10%

Statutory and underlying total revenue was £2,184m in FY23.
Underlying revenue in FY22 of £1,982m reflects statutory
revenue of £1,947m retranslated at current year exchange
rates, resulting in a foreign exchange tailwind of £33m,
together with a £2m fair value adjustment to deferred
income relating to the acquisition of Brightpearl.

Organic total revenue in FY23 was £2,182m, reflecting
underlying revenue of £2,184 adjusted for £2m of revenue
from the acquisition of Spherics and Corecon during the
year. Organic revenue in FY22 of £1,986m reflects underlying
revenue of £1,982m, adjusted for £5m of revenue from Sage’s
business in Switzerland and £2m of revenue from the South

African payroll outsourcing business, both of which were
sold during FY22, and £11m of revenue from Lockstep,
Futrliand Brightpearl which were acquired during FY22.

Revenue by portfolio

The portfolio view breaks down Sage’s underlying recurring
revenue by strategic product portfolio. Our principal focus
is to grow Sage Business Cloud, by attracting new customers
and migrating existing customers and products to cloud
native and cloud connected solutions. Sage Business Cloud
customers can connect to a range of cloud services as

part of the Sage Network, leading to deeper customer
relationships and higher lifetime values.

Organic
Underlying recurring revenue by portfolio® FY23 FY22 Change Change
Cloud native® £596m £445m +34% +30%
Cloud connected’ £1,032m £855m +21% +21%
Sage Business Cloud £1,628m £1,300m +25% +24%
Products with potential to migrate £316m £429m -26% -26%
Future Sage Business Cloud Opportunity® £1,944m £1,729m +12% +12%
Non-Sage Business Cloud’ £152m £146m +4% +4%
Underlying recurring revenue £2,096m £1,875m +12% +11%
Sage Business Cloud penetration 84% 75%

AW

. Impact of retranslating FY22 revenue at FY23 average rates.

1%

. Recurring and non-recurring items are defined in the Glossary and detailed in note 3.6 of the financial statements.

. The 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.

6. Recurring revenue from subscription customers using products that are part of Sage’s strategic future product portfolio, where that product runs in
acloud-based environment enabling customers to access full, updated functionality at any time, from any location, over the internet.

7. Recurring 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.

8. Recurring revenue from customers using products that are part of, or that management believe have a clear pathway to, Sage Business Cloud.

9. Recurring 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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Financial review continued

Underlying recurring revenue from cloud native solutions
grew by 34% to £596m, driven by Sage Intacct together with
other solutions including Sage Accounting, Sage Payroll
and Sage HR, through new customer acquisition and growth
from existing customers. Organic cloud native recurring
revenue growth, which is adjusted for the contribution from
acquisitionsin the current and prior year, was 30%.

Underlying recurring revenue from cloud connected
solutions increased by 21% to £1,032m, reflecting growth

in the Sage 50 and Sage 200 franchises, driven by existing
and new customers, together with the continued migration
of products to Sage Business Cloud through the integration
of cloud functionality.

Overall, the Future Sage Business Cloud Opportunity,

which represents products in or with a clear pathway to Sage
Business Cloud, performed strongly with recurring revenue
growth of 12%. The revenue performance of the Non-Sage
Business Cloud portfolio was in line with expectations.

Revenue by type

Organic
Underlying revenue mix FY23 FY22 Change Change
Software subscription revenue £1,732m £1,484m +17% +16%
Other recurring revenue £364m £391m -7% -7%
Underlying recurring revenue £2,096m £1,875m +12% +1%
Other revenue (SSRS) £88m £107m -18% -18%
Underlying total revenue £2,184m £1,982m +10% +10%
Subscription penetration 79% 75%

Underlying recurring revenue growth of 12% to £2,096m,

was supported by a 17% increase in software subscription
revenue to £1,732m, reflecting the continued focus on
attracting new customers and migrating existing customers
to subscription and Sage Business Cloud. The decline in

Revenue by region

other recurring revenue of 7% to £364m reflects customers
migrating from maintenance and support to subscription
contracts. Other revenue (SSRS) declined by 18% to £88m,

in line with our strategy to transition away from licence sales
and professional services implementations.

Organic

North America FY23 FY22 Change Change
Underlying total revenue £973m £849m +15% +14%
Underlying recurring revenue £944m £815m +16% +15%
% Sage Business Cloud penetration 86% 79% +7 ppts +7 ppts
% Subscription penetration 78% 73% +5 ppts +5 ppts
Organic

Underlying recurring revenue FY23 FY22 Change change
us £819m £703m +16% +15%
Of which Sage Intacct £312m £241m +30% +30%
Canada £125m £112m +12% +12%

North America achieved underlying recurring revenue
growth of 16% to £944m and total revenue growth of 15% to
£973m. Adjusting for the impact in the US of the acquisitions
of Brightpearland Lockstep during FY22, organic recurring
and total revenue growth was 15% and 14%, respectively.

Sage Business Cloud penetration increased to 86%, up from
79% in the prior year, driven by growth in cloud native and
cloud connected solutions, while subscription penetration
increased to 78%, up from 73% in the prior year.

Cloud native growth was driven primarily through Sage
Intacct, which delivered strong recurring revenue growth of
30% to £312m, reflecting further progress in attracting new
customers and continued strong sales to existing customers.
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Recurring revenue in the US increased by 16% to £819m,
reflecting growth in Sage Intacct alongside growth in cloud
connected solutions, driven by new and existing customers
across the Sage 200 and Sage 50 franchises. Total revenue
for the US increased by 15% to £846m.

In Canada, recurring revenue increased by 12% to £125m
and total revenue by 11% to £127m, driven mainly by Sage 50
cloud, and supported by strong growth in Sage Intacct.



Organic
UKIA FY23 FY22 Change Change
Underlying total revenue £627m £575m +9% +8%
Underlying recurring revenue £611m £557m +10% +9%
% Sage Business Cloud penetration 90% 79% +11 ppts +11 ppts
% Subscription penetration 89% 88% +1 ppts +1 ppts

Organic
Underlying recurring revenue FY23 FY22 Change Change
UK & Ireland (Northern Europe) £466m £429m +9% +8%
Africa & APAC £145m £128m +13% +13%

In the UKIA region, underlying recurring revenue grew by 10%
to £611m and total revenue grew by 9% to £627m. Adjusting
for the impact in the UK & Ireland of the acquisitions of
Brightpearl and Futrliduring FY22, organic recurring and
total revenue growth was 9% and 8%, respectively. Sage
Business Cloud penetration reached 90%, up from 79% in the
prior year, while subscription penetration increased to 89%,
up from 88% in the prior year.

In the UK & Ireland, recurring revenue increased by 9%
to £466m, reflecting growth in cloud native solutions,
supported by further growth in Sage 50 cloud.

Cloud native revenue growth was driven by continued growth
in small business solutions, together with Sage Intacct as we
continue to drive scale through both the direct and partner
channels. Total revenue in the UK & Ireland increased by

8% to £471m.

Africa & APAC delivered strong recurring revenue growth

of 13% to £145m, driven by growth in cloud native solutions,
including Sage Accounting, Sage Payroll and Sage Intacct,
and supported by local products. Total revenue in Africa &
APAC increased by 11% to £156m.

Organic
Europe FY23 FY22 Change Change
Underlying total revenue £584m £558m +5% +5%
Underlying recurring revenue £541m £503m +7% +8%
% Sage Business Cloud penetration 73% 64% 19 ppts +8 ppts
% Subscription penetration 70% 65% +5 ppts +5 ppts

Organic
Underlying recurring revenue FY23 FY22 Change change
France £284m £264m +7% +7%
Central Europe £123m £115m +7% +10%
Iberia £134m £124m +9% +9%

Europe achieved underlying recurring revenue growth

of 7% to £541m and total revenue growth of 5% to £584m.
Adjusting for the impact of the Swiss disposalin FY22,
organic recurring revenue growth and total revenue

growth was 8% and 5%, respectively. Sage Business Cloud
penetration increased to 73%, up from 64% in FY22, while
subscription penetration reached 70%, up from 65% in FY22.

In France, recurring revenue increased by 7% to £284m, with
a strong performance in cloud connected, particularly Sage
200 cloud, supported by growth in cloud native solutions.
Total revenue in France increased by 5% to £295m.

Central Europe achieved recurring revenue growth of 7%
to £123m, while total revenue increased by 1% to £142m.
Adjusting for the disposal of the Swiss business, organic
recurring and total revenue growth in Central Europe was
10% and 5% respectively. Growth in the region was driven
by Sage Business Cloud, with a particularly strong
performance in HR solutions.

In Iberia, recurring revenue increased by 9% to £134m, with
further progress in cloud connected supported by growth
in cloud native solutions. Total revenue grew by 6% to £147m.

Operating profit

The Group increased underlying operating profit by 18%
to £456m (FY22: £386m). Underlying operating margin
increased by 140 basis points to 20.9% (FY22:19.5%),
driven by operating efficiencies as we scale the Group.
On an organic basts, adjusting for the full-year impact of
acquisitions and disposals during FY22, operating profit
increased by 22% to £457m (FY22: £374m), and margin
increased by 220 basis points to 21.0% (FY22: 18.8%).
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Financial review continued

Operating profit—underlying and organic reconciliation to statutory

FY23 FY22

Operating Operating Operating Operating
Operating profit bridge profit margin profit margin
Statutory £315m 14.4% £367m 18.9%
Recurring items™ £103m = £83m -
Non-recurring items:
«  Property restructuring £32m = - -
+  Employee-related costs £9m - - -
+ Gainondisposal of subsidiaries = = (£53m) -
+ Reversal of restructuring costs (£3m) = (£20m) -
Impact of FX" = = £9m -
Underlying £456m 20.9% £386m 19.5%
Disposals = = (£1m) -
Acquisitions £1m = (£11m) -
Organic £457m 21.0% £374m 18.8%

The Group achieved a statutory operating profitin FY23

of £315m (FY22: £367m). Underlying operating profit of
£456m in FY23 reflects statutory operating profit adjusted
for recurring and non-recurring items. Recurring items

of £103m (FY22: £83m) comprise £54m of amortisation

of acquisition-related intangibles (FY22: £42m) and £49m
of M&A-related charges (FY22: £39m). In FY22, there was

a further £2m deferred income adjustment relating to the
acquisition of Brightpearl.

Non-recurring items in FY23 comprise a £32m charge for

a property restructuring programme undertaken during the
year, following a strategic review of the Group’s property
portfolio, together with a £9m employee-related charge
for French payroll taxes relating to previous years. This is
partly offset by a £3m (FY22: £20m) reversal of employee
restructuring costs. Non-recurring items in FY22 also
comprise gains on the disposals of Sage Switzerland
(£49m) and the South African payroll outsourcing

business (£4m).

In addition, the retranslation of FY22 operating profit at
current year exchange rates has resulted in an operating

profit tailwind of £9m in thatyear. This has led to a 10-basis

point margin tailwind from foreign exchange to 19.5%
(FY22 underlying as reported: 19.4%).

Organic operating profit of £457m in FY23 reflects
underlying operating profit of £456m adjusted for £1m

of losses from Spherics (now rebranded Sage Earth), which
was acquired during the year. Organic operating profit of
£374m in FY22 reflects underlying operating profit of £386m
adjusted for £1m of operating profit from the South African
payroll outsourcing business, which was sold during the
prioryear, and £11m of operating losses from businesses
acquired during the prior year.

10.Recurring and non-recurring items are defined in the Glossary and detailed in note 3 of the financial statements.

11.Impact of retranslating FY22 operating profit at FY23 average rates.
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EBITDA

EBITDA was £553m (FY22: £477m) representing a margin
of 25.3%. The increase in EBITDA principally reflects the
improvement in underlying operating profit.

Cash flow

Sage remains highly cash generative with underlying cash
flow from operations of £528m (FY22: £402m), representing
underlying cash conversion of 116% (FY22:107%). This strong
cash performance reflects further growth in subscription

FY23 FY22 Margin
Underlying revenue and continued good working capital management.
operating profit £456m £386m 20.9% Free cash flow of £404m (FY22: £295m) reflects strong
Depreciation & underlying cash conversion.
amortisation £54m £55m FY22(as
Share-based payments £43m £36m Cash flow APMs Fy23 reported)
EBITDA £553m £477m 25.3% Underlying operating profit £456m £377m

Depreciation, amortisation

Net finance cost and non-cash items in profit £51m £51m
The statutory net finance cost for the period increased to Share-based payments £43m £36m
£33m (FY22: £30m), reflecting the impact of interest on new Net changes in working capital = (£40m)
debt issuances, partly offset by higher interest income on Net capital expenditure (£22m) (£22m)
deposits. The statutory net finance cost is broadly in line Underlying cash flow from
with the underlying net finance cost of £32m (FY22: £31m). operations £528m £402m
Taxation Underlying cash conversion % 116% 107%
The underlying tax expense for FY23 was £95m (FY22: £86m), . .
resulting in an underlying tax rate of 23% (FY22: 24%). Non-recurring cash ttems (E11m) (£23m)
The statutory income tax expense for FY23 was £71m l\{et int'ere'st paid and derivative
(FY22: £77m), resulting in a statutory tax rate of 25% financial lnstl.’uments (£24m) (£21m)
(FY22:23%). The FY23 underlying tax rate has decreased Income tax patd (£85m) (£62m)
due to the benefit of higher tax incentive claims in the US, Profit and loss foreign exchange
UK, and France, partly offset by an increase in the movements (£4m) (E1m)
UK corporation tax rate. Free cash flow £404m £295m
Earnings per share Statutory reconciliation of cash flow FY22 (as

FY23 FY22 Change from operations FY23 reported)
Statutory basic EPS 20.7p 25.5p -19% Statutory cash flow from operations £505m £368m
Recurring items 8.8p 6.7p Recurring and non-recurring items £41m £55m
Non-recurring items 2.8p (6.5)p Net capital expenditure (£22m) (£22m)
Impact of foreign Other adjustments including
exchange = 0.7p foreign exchange translations £4m £1m
Underlying basic EPS 32.3p 26.4p +22%  Underlying cash flow from

operations £528m £402m

Underlying basic EPS increased by 22% to 32.3p, reflecting
higher underlying operating profit. Statutory basic EPS
decreased by 19%, with the increase in underlying basic EPS
offset by the change in post-tax impact of recurring and
non-recurring items, including one-off gains on business
disposalsin FY22 together with property restructuring and
higher M&A-related charges in the current year.
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Financial review continued

Net debt and liquidity

Group net debt was £561m at 30 September 2023

(30 September 2022: £733m), comprising cash and cash
equivalents of £696m (30 September 2022: £489m) and
totaldebt of £1,257m (30 September 2022: £1,222m).
The Group had £1,326m of cash and available liquidity
at 30 September 2023 (30 September 2022: £1,270m).

The decrease in net debt in the period is summarised in
the table below:

FY22(as
FY23 reported)
Netdebtat1O0ctober (£733m) (£247m)
Free cash flow £404m £295m
New leases (£14m) (£6m)
Disposal of businesses = £43m
Acquisition of businesses (£26m) (£315m)
M&A and equity investments (£30m) (£22m)
Dividends paid (£190m) (£183m)
Share buyback = (£249m)
Purchase of shares by Employee
Benefit Trust (£1m) (£32m)
FX movement and other £29m (£17m)
Net debt at 30 September (£561m) (£733m)

The Group’s debt is sourced from a syndicated multi-
currency revolving credit facility (RCF), and from sterling
and euro denominated bond notes. The Group’s RCF was
refinanced in December 2022 into a new facility of £630m
which expires in December 2028, having been extended by
one year in November 2023, with an extension option fora
further year subject to specific provisions. At 30 September
2023, the RCF was undrawn (FY22: undrawn).

The Group’s sterling denominated bond notes comprise
a £400m 12-year bond, issued in February 2022, with

a coupon of 2.875%, and a £350m 10-year bond, with

a coupon of 1.625%, issued in February 2021.

The Group established a Euro Medium Term Note (EMTN)
programme in January 2023 and issued €500m of 5-year
notes in February 2023, with a coupon of 3.82%. This issuance
funded the repayment of the Group’s outstanding US private
placement loan notes totalling £326m (US$400m) and
enabled the Group both to extend the maturity of its debt
portfolio and to diversify its funding sources.

Sage has an investment grade issuer credit rating assigned
by Standard and Poor’s of BBB+ (stable outlook).
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Capital allocation

Sage’s disciplined capital allocation policy is focused

on accelerating strategic execution through organic and
inorganic investment, and delivering shareholder returns.
During FY23 Sage completed the acquisition of Spherics,
aninnovative carbon accounting solution, and Corecon,

a construction project management solution.

Sage has a progressive dividend policy, intending to grow
the dividend over time while considering the future capital
requirements of the Group. The final dividend proposed by
the Board 1s 12.75p per share, taking the total dividend

for the year to 19.3p, up 5% compared to the prior year
(FY22:18.4p).



The Group also considers returning surplus capital to
shareholders. Alongside our FY23 results, we have announced
a share buyback programme of up to £350m, reflecting

the Board’s confidence in the future prospects of the Group,
together with Sage’s strong cash generation and robust
financial position. Sage continues to have considerable
financial flexibility to drive the execution of its

growth strategy.

FY22 (as

FY23 reported)

Net debt £561m £733m
EBITDA (last twelve months) £553m £468m
Net debt/EBITDA ratio 1.0x 1.6x

The Group’s EBITDA over the last 12 months was £553m,
resulting in a net debt to EBITDA leverage ratio of 1.0x,
down from 1.6x in the prior year. Sage intends to operate in

a broad range of 1x to 2x net debt to EBITDA over the medium
term, with flexibility to move outside this range as business
needs require.

Group return on capital employed (ROCE) for FY23 was 19%
(FY22 as reported: 18%).

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 2023 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 pages 164 and 165 and in note 1 of
the financial statements on pages 188 and 189.

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 normalise prior year underlying and organic figures
are as follows:

Average exchange rates

(equal to GBP) FY23 FY22 Change
Euro (€) 115 118 -3%
US Dollar ($) 1.23 1.28 -4%
Canadian Dollar (C$) 1.65 1.63 1%
South African Rand (ZAR) 22.31 20.21 +10%

Future revenue reporting changes

In FY24 we intend to simplify our revenue reporting, to
enable continued, clear understanding of progress and
performance given the recent evolution of the Group.
These changes will include:

+ Focusing revenue metrics and analysis on total
rather than recurring revenue®, as their growth rates
increasingly converge reflecting the reduction in other
revenue (SSRS). ARR will continue to be provided as one
of Sage’s strategic KPIs.

+ Reporting revenue performance principally on a regional
basis going forward. Accordingly, the tables relating
to revenue by portfolio and by type will no longer be
provided; however, we will continue separately to provide
cloud native, Sage Business Cloud and subscription
revenue and commentary.

Further details of these changes will be published in
December 2023.

12.Consistent with this change, Sage’s FY24 guidance is based on total revenue, rather than on recurring revenue as in previous years.
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Risk management

Risk Management Framework

Our Enterprise Risk Management
(ERM) Framework helps Sage
manage strategic, operational,
commercial, financial, compliance,
change, and emerging risks, and
enables a consistent approach

to identifying, managing, and
overseeing risks.
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