27/’5\2,\4—%

Annual Report

& Accounts
2011

NHIIIIIHWIININMNIliﬂﬂlllllﬂ!ﬂﬂllll

OOOOOOOOOOOOOO




Chairman’s letter

Dear Shareholder

These good resutts reflect the strong fundamentals of Sage's
business, such as our leadng market positions, our large and
loyal customer base, a culture of Innovation and high cash
generaton In the past 12 months we have built on these
foundations to reposition the business to deliver higher
revenue and profit growth in the future With our strong
balance sheet and cash flows and our focus upon shareholder
value, the Board has decided to rebase the dwvidend, resulting
In a 256% increase in the year Going forward our policy 1s to
increase our dvidend broadly in ine with growth in undertying
eamings per share

Dunng the year we announced the sale of Sage Healthcare,
which will enable management to focus on the considerable
opportunities that exist within our core US business The
proceeds from this sale will be retumed to shareholders
through a share buyback programme which commenced

in October 2011 This Board deaision reflects our policy of
returming surplus capital to shareholders and our iIntention 1s
to gradually reach a net debt level of 1x EBITDA over the next
18 months through a combination of further capital retums to
shareholders and targeted acquisitions

Following the appointment of Guy Berruyer as CEQ in 2010,
a number of senior executive promotions followed across
two regions with a consequent effect on three of our largest
countnes These appontments were 2 key measure of the
success of several years of strengthening and deepening our
executive talent poo! We will continue to focus on our talent,
to ensure that we have appropnate succession plans at all
levels of our business, and have the nght skills In place to
support our ambitous business pnontes

| believe that a strong and dverse Board 1s a prerequisite for
success Diversity 1s measured in many ways, for instance the
different professional backgrounds of Board members The
Board of Sage will reqularly consider how the dversity and
skills of the management team across the Group can be
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enhanced, including the proportion of women in our team

it 1s of the utmost iImportance that we maintan a strong and
dverss Board and management team and only the most
appropnate candidates will be apponted

We remain commsted to high standards of corporate
governance, with ultimate responsibility sittng with the Board
This year the terms of the UK Corporate Govemance Code
2010 applied to the Company for the first time You can read
more about Board actvties and prionties from page 46

This year saw the departure from the Board of Paul Stobart
and Tim Ingram  As CEQO of Northem Europe, and previously
of our UK & Ireland business, Paul made a substantal
contnbiution to Sage over his fifteen years in the business
Tim served on the Board as a non-executive director for nine
years, becoming Senior Independent non-executive director in
July 2007 He brought considerable expenence to the Board,
partcularly financial and Crty expertise On behalf of the
Board, we wish both Paul and Tim every future success and
thank them for therr contnbutions to Sage More generally,

I would like to thank all of our peopls for ther continued,
dedicated commitment to Sage

Looking forward, the economic outlook remains uncertan
However, our strong business model and robust finances
posiion us well to deal with the changeable economic
cycle We will continue to pursue our significant market
and product opportunities whilst, as always, managing
the business prudentty

Anthony Hobson, Chairman

Read the Charrman’s introduction to governance on page 45




Overview

The Sage Group plcataglance

Strong foundation

What Sage does

Sage is the leading global supplier of business management solutions to small
and medium-sized enterprises (“SMEs”)

We have

* more than 6 million customers, and

* more than 12,300 employees.

We help our customers to manage their business more efficiently through the
provision of high quality software and customer support

We create and preserve value for our shareholders, our employees and our customers
through a business model, which offers sigmhcant growth potential together with
high levels of profitability and cash

Read our business model on page 6

Howwe performed in 2011

Highlights

* Share buy back programme of £200m continues, following the sale Organic® revenue growth
of Sage Healthcare 4%
* Innovation driving new product releases, including online business solutions P

and connected services Significant launches in the year (e g Sage One) with
strong pipeline of new releases planned for 2012

» 261,000 new paying customers added in the year (2010 252,000,
and our high quality customer service maintained subscription contract
renewal rates at 81%

# Organwc figures extlude the contributions of currant and pnor year acquisitions dispesals and non-core products

Undertying hgures neutralise the impact of foreign exchange movernents and exclude amortisation of acquired intangible
assets Foreign currency results for the pnor year ended 30 September 2010 have been retranslated based on the average
exchange rates for the year ended 30 September 2011 of $1 61/£1 and €1 15/€1 to facilitate the companson of results

t EBITA s defined as earmings before interest taxand amortisation of acquired intangible assets and is afer neutralising the
impact of forergn exchange movemems




or future growth

/here Sage operates

2 operate through a decentrahised structure in more than 23 countries worldwide

Ir software and services are developed and supported locally, enabling us to react qutckly
3 local level to indwvidual market needs We also have a number of products sold

oss the Group such as Sage ERP X3 and Sage CRM that meet wider market needs

Read about our regional performance on pages 16— 17

irregions and their contribution to Group revenue

NORTH AMERICA EUROPE AAMEA’
29% 60% 11%

® Afrca Australtia, Middle East and Asla

ITA" margin UnderlyLng EPS growth Cash generation Renewal rates
/% 16% 111% 81%

KPI KPI KPI
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Overview

Chief Executive’s review

| everaging our

From a trading perspective this has been a positive year for
Sage, with 4%" growth in organic revenue, 16%" growth in
undertying eamings per share and strong cash flows At
the same time, from both a strategic and an operational
perspective, there has been significant change — we have
embedded a new management structure, disposed of

our Sage Healthcare business and demonstrated our
commitment to enhancing shareholder retums We have
also taken concrete steps better to position the Group for
growth - this Involves expanding the range of products and
services we can sell to our customer base, focusing our
resources on areas with the highest potential, accelerating
the development of our online offers and collaborating more

These are good
results which
reflect the strong
fundamentals of
Sage’s business

Guy Berruyer, Chief Executive

within Sage to meet the common challenges that our
busnesses face All of these factors have enabled us to
make good progress against the four pnonties | set out last
December - mproving organic revenue growth, drving
margins in the mediumn term, further leveraging the web
and re-engaging in M&A

Whilst there has been a lot of change in the year, we have
also remaned focused on the needs of our 6 milion SME
customers These custormers value excellent service, products
that meet ther business needs and a brand they can trust

We are pleased that our customer satisfacbon ratings
remamed high and our subscnption contract renewal rates
were siable at 81%, a key measure for Sage In ine with

# Organic Aigures exclude the contributions of current and prior year acquisitions disposals and non-core products

Underlying figures neutralise the impact of foreign exchange movements and exclude amortisatlon of acquired ntangible assets Foreign currency results for the prior

year ended 30 September 2010 have been retranslated based on the average exchange rates for the year ended 30 Septernber 2011 of $1 61/€1 and €1 15/E110

facilitate the comparison of results

t EBITA s defined as earrings before interest. tax and amortisation of acquired intangible assets and s after neutralsing the impact of foreign exchange movements

2 | The Sage Group plc | wwavsage com




strengths

the trend of previcus years and with more products and
services sold through contracts, subscnption revenues grew
ahead of software and software-related services, with 5%*
and 3%" growth respectively (2010 3%* growth and 3%*
contraction respectively)

The external trading environment was mixed in the year,
although an iImproverment N companson with 2010 With
the health of SMEs closely linked to that of the underying
economies In which we trade, we have had to compete hard
to win new sales of software Nevertheless, with our culture
of Innovaticn, an established range of products, and the ability
to provide real business benefits to customers through our
offenngs, we were pleased to welcome 261,000 new paying
customers to Sage In the year (2010 252,000) These
customars will be a keay source of future subscnption
revenue for Sage

We have already made progress aganst our objective of
increasing margins in the medism term At the start of 2011,
we expected to mantain marging at the 2010 level as a result
of additional investrnent In the business This Investment partly
arose in Sage Healthcare, where margins were expected t0
fall, whilst our cther, continuing operations planned a margn
improvement Now that Sage Healthcare has been treated

as a discontinued operation, | am pleased to report an
increase in the EBITAT margin of our continuing operations

10 27 4% in the year (2010 26 4%

At the same time as iIncreasing margins, we have invested in
the areas we set cut at the start of the year, such as Sage
ERP X3, customer service, online products and internal
systems, although we have delayed the adoption of our UK
payments platform in Mamnland Europe untl 2012 to give us
moare tme to focus on the resilience of the technology pnor
to the launch Whilst in 2012 we are priontising investing in
growth opportunities over further margn expansion, we do
not regard 27% as a celing for margins in the longer temm

Our pre-tax profit rose by 8% in the year to £352 6m (2010
£326 6m*), whilst underying eamings per share In 2011 were
20 81p (2010 17 88p*}, growth of 16%* The underying EPS
growth benefitted from the favourable resolution of some
outstanding tax matters leading to a temporary reduction in
our effective tax rate in the year to 23% (2010 28%)

Capital structure and dwvidends

Sage contnues to be highly cash generatwe, and we are
ngerous in allocating capital to business investment and
targeted acquisitions We also look to retum surplus capital

to shareholders Despite an uncertain economic emaronmeant
we remalin confident about our business and our intention is
therefore to reach a net debt level of a minimum of 1x EBITDA
over the next 18 months by a combination of further capital
retums to shareholders and targeted acquisiions

Also reflecting this objective, the Board has rebased the
dradend resulting In a 25% increase in our total dvidend
to 9 75p per share (2010 7 BOp per share), gnving a final
proposed dvidend of 7 07p per share (2010 5 22p per
share) This total dvidend s covered 2 1x by profits We
intend to pursue a palicy of further Increasing our divdend
broadly in ine with underlying EPS growth over tme

Key developments in the year

Leadership

The business Is now organised as 3 regions Europe, North
Amenca and AAMEA (Afnca, Australia, Middle East and Asia),
managed by Alvaro Ramirez, Pascal Houllion and van Epsten
respectively This new structure 1s designed to dnve greater
collaboration and efficiency, and we have seen early positive
results, such as the adoption of a commaon technology
platform across the Group for online business solutions

for small businesses

We have also revised incentive plans for leadership
across the Group so that a greater proportion of vanable
compensation 1s based on revenue growth, together with
minimum profit requirements

Innovation and technology

New technology developments mean there are significant
cpportuniies for Sage to deliver productmty gains to SMEs
through the use of our solutions For example, In combining
credit card processing and accounting, customers can avoid
re-keying data, control ther payments more effectively and
accelerate their own cash receipts As a resutt of this, we have
seen strong dernand for our payment services, with Cross-
seling of payments into our North Amencan accounting base
growing by over 40%* in the year, contnbuting to 16%* growth
of our payments busnesses across the Group

Our focus 15 on delivenng real business benefits to customers
through the use of technology In the small business market
we continueg to develop new online (SaaS) business solutions,
with the most significant launch being Sage One In the UK
Launched i January 2011, Sage One already supports over
1,000 paying customers, the vast majonty of which are new
to Sage In addition, we are also developing a Group-wide
technology platform based on Sage One, for further launches
of accounting and other small business online solutions Our
pnenty Is to launch a full small business onling accounting
product in North Amenca, the market wath the highest
adoption of online accounting

In the mid-market, the development of cloud versions of our
leading products continues, and we expect several launches
in the next 12 months We have also launched over 20
connected services this year, Increasing the reach of our
on-premise products nto the cloud We expect connected
services to be a significant contnbutor to growth in the future

Annual Report & Accounts 2011 | The Sage Group plc | 3




Overview
Chief Executive’s review continued

We increasingly provide updates automatcally to our
customers over the web As we become “onling” with

our on-premise customers, this enables us to promote

our connected services within existing products Customers
are able to procure these add-on solutions over the web
Furthermore, we have embedded our Sage Adusor technology
in all our key North Amencan products This allows us to get
drrect feedback on the use of our solutions by our customers
which means that we can target our support, our traning and
our future developments at the areas where we know we can
delver the best possible custormer expenence and value

Acquisitions

Having not made significant acqusitions since 2006,

one of my prnonties has been 1o re-engage with acquistion
opportunities as an enabler of our strategy Such opportunities
lle m both existing and selected new geographical markets
They also lie In opportunities to sell new products and services
to our large customer base including web-based solutions
We apply ngorous discipline to the evaluation of these
opportunities, with appraisal models inked to shareholder
value Whilst we evaluated a number of opportunities in the
year, we did not complete any significant transactions

Following the year end, in October 2011, we acquired
Alchemex, a company based in South Afnca prowviding business
ntelhgence tools for SMEs We see business intellgence as a
key growth area for Sage, and we are embedding Alchemex
technology nto our products begnning N South Afnca,
Australa and North Amenca

Brand

Qur strong brand 1s a source of competitive advantage for us
To that end, this summer we announced the rebranding of
our North Amenican accounting and ERP products, which will
transition to one Sage brand, with Indwidual product brands
no longer being used This will allow us, and our partners,

to focus our marketing efforts on a single brand, maximising
the impact of our marketing spend In tum, this will help us
capitahise on our cross-sell opportunities

Sage ERP X3

Sage ERP X3, our global offenng for the mid-market,
continues to perform well, with growth of 13%" in the year
From having had rts ongins in the French market, 38% of
Sage ERP X3 revenue is now outsids France In several Sage
geographies, the product is still in its very early stages so the
potential for Sage 1s sigruficant in this segment of the market

Market environment

In February 2011 we released a report “The Sage Business
Index 2011 -~ Intemational Business Insights”, based on
research conducted with over 6,000 small businesses in

a broad range of Industry sectors across the world We
expanded this research to 10,000 businesses and released
the second Sage Business Index in September 2011 The
reports cover business confidence and the economy, each
country as a place to do business, the role of govemment,
business challenges and advice and the role of technology

* Underfying figures neutralise the impact of foreign exchange mavements and exclude amortisabon of acquired intangible assets Foreign currency results for the prior year ended 30 September
2010 have been retranslated based on the average exchange rates for the year ended 30 September 2011 of $1 61/E1 and €1 15/€1 to Facilitate the companson of results

4 | The Sage Group plc | wwwsage com

Given the current economic
uncertainty, we will continue
to manage the business
prudently, whilst pursuing
the significant longer term
opportunities we have in
our markets

The resutts reveal that whilst confidence appears to be
retuming, thes 1S not universal and, though businesses N each
country face a vanety of 1ssues particular to therr geography,
there are also common challenges, such as legislation and
funding Entrepreneurial spint and culture are shown to be
alve and well and the report points to how the key dnver for
adopting new technolegies 1s to improve business efficiency
The September 2011 report showed a decline n overall
confidence about the economic outlook, but when asked
about prospects for ther own business, respondents were
still cauticusly optimistic

Summary and outlook

When | took over as CEO of Sage in October 2010, | nhented
a business with mmensely strong foundations leading market
positions, committed employees, a culture of innovation, and
strong cash generation However, we had also reached a
pont In our evolution where we needed to reposiion the
business towards higher growth by focusing our resources
on areas with the hughest potential, further leveraging our
customer base, accelerating the development of our online
offers and collaborating rmore within Sage to meet the
common challenges our businesses face Achieving all these
cbjectives will take more than one year, but | am very pleased
with the concrete steps we have taken in the year and as set
out in this report

As we look forward, there are clearly significant macro-
economic concems which may impact SMEs, particularty

in the eurozone, and our customers are teling us through

our Sage Business Index that they see the outlook remaning
uncertan However, the strengths of our business posiion us
well to deal with the ups and downs of the economic cycle
Given the current economic uncertainty, we will continue to
manage the business prudently, whilst pursung the significant
longer term opportunities we have in our markets

Guy Berruyer, Chief Executive Officer




Executive Committee

The Executive Committee oversees the sound running
of all Sage operations. It comprises nine internationally
diverse senior leaders from across the business

The role of the Committee is to assist
the Chief Executive in the performance
of his duties, Including

+ the development and implementation
of strategy, operational plans,
policies, procedures and budgets,

»  the morutonng of operational
and financial performance,

* the assessment and control of nsk,

* the priontisation and allocation
of resources, and

+ monitonng competitive forces
In each area of operation

1 GuyBerruyer
Chef Executve Officer

2 Dawd Clayton
Director of Strategy and Corporate
Development

3 PaulHarrnson
Chuef Financial Officer

4 Karen Geary
Group Human Resources Director

5 Klaus-Michael Vogelberg
Group Cheef Technology Officer

6 MichaelRobinson
Company Secretary and Group
Legal Director

7 IvanEpstein
Chief Executive Officer, AAMEA

8 Pascal Houllon
Chief Executive Officer, North Amenica

9 Alvaro Ramirez
Cheef Executive Officer, Europe

See page 44 for full biographtes
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Overview

Our business model

We have a strong business model offering significant
growth potential, together with high levels of
profitabiity and cash generation

Creating
value

QOurrecurnng revenue, strong balance sheet
and high cash generation are all influenced and
determined by the software and services that
we offer, the channels and principles that we
employ to distnbute them and, most
importantly, our loyal customer base

6 | The Sage Group plc | wwavsage com




Overview
QOur business model continued

1 Oursoftware and services

We provide our customers with
high quality software and services
to manage the processes that are

the core of their business.
Accounting

Over two thirds of our revenue

is recurring, generated through

subscription contracts for our

software and services. HR and payroll

Payment
processing

Software and services

Our software and services range from accounting, Enterpnse
Resource Flanning (“‘ERP”) and payroll software through to Customer
payment processing, Customer Relationship Management (“CRM")

and industry-specific solutions such as manufacturnng, non-profit Reiatlonshlp

and construction Management
The majonty of our products are developed and sold locally to match

local fiscal, legal and regulatory emvironments Where appropnate,

a more centralised approach i1s adopted

Subscription contracts

For our large base of smaller customers, often with no in-house
IT department, we provide essential day-to-day support on how
the software works, and advice on business cntical topics and
events such as tax, employse regulations and paytoll For our
larger customers, we generally work with our partners to provide
support and we also provide software updates

We are increasingly providing premium contracts to customers,
which nclude software, support and other pnonty services such

as guaranteed response times and mobile functionality Over two
thirds of our contracts are premum in nature In addiben, our
payment processing services are an increasingly important elernent
of our subscnption revenue

Across the business, more than 40% of our people work In technical
support and customer service and we answer on average over We continue to design

30,000 calls from cur custorners avery working day and develop arange

of online products and
services to meet the needs
of our custormer base

Read more about ourapproach to
leveraging the web

See page 23

8 | The Sage Group plc | weavsage com




2 Ourdistribution network

Our distribution channels are a key
competitive advantage. We work with
over 28,000 business partners and
40,000 accountants who recommend
and market Sage products worldwide.

Business partners are not only key in

promoting oursoftware and services, Duecsoles by el teams orourwelsics
but also in providing local expertise to

customers who demand increasing levels

of tailored software and specialised services.

Direct (including via the web)

Many of our products and services are sold direct by our telesales teams or via
our websites, especially at the entry-level where product implementation 1s easier

Business partners

Our business partners are part of the Sage ecosystern and provide additional
local expertise, mplementation, training and support as well as customisation
and specialist sector knowledge, particularly in the mid-market

Our business partners form part of our Sage ecosystem

Accountants

Our size and expenence mean our software and services are trusted by
accountants worldwide to manage ther cllents’ businesses

Cur network of accountants are accredited as Sage experts and receve
the support of a dedicated account team to help rmarket Sage products
and services and provide installation, configuration and traning

Retail

Retai sales account for a small part of our total revenues However, itis an

important channe! in welcoming new customers to Sage As these businesses

grow, they upgrade and extend therr software solutions, leading 1o future

revenue streams Our network of accountants are accredited as Sage experts

Retall sales are an imponant channel of attracting new customers

\
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QOverview
Our business model continued

3 Ourcustomers

More than 6 million companies around
the world use our software and services.
These range from small businesses to
larger organisations and divisions of
multi-national corporations.

We strive to deliver an experience

to our customers that gives them
peace of mind and the freedom to
get on with running their businesses.

Mid-market

Up to 5,000 employees
Represents 21% of our customer base

Customer split
Sage SalesLogix provides us with a more

efficient solution for managing custormner
relationships and storing custorner
information

Sage Salestogix Customer, Harry Rosen inc

Small business

Up to 25 employees
Represents 79% of our customer base

One ofthe best things about Sage One s

it’s so easy to use and it saves us lots of time
when doing ourbooks Recording invoices s
really guick and simple The 24/7 telephone
supportis great too We've called and got an
answer immediately

Sage One custorner, E Watson & Sons

10 } The Sage Group plc | wwwsage com




4 Our guiding principles
At Sage, we nurture a common
culture, regardless of where we
are in the world. We live by five
key principles: simplicity, trust,
Integrity, nnovation and agility.

Our principles underpin our thinking
and decision making in everything
that we do.

Simplcity

Whether it 18 software which 1s sasy to use or support
that 1s easy to access, smplicty 1s a key dnver of
our business

Trust

Our customers place important, confidential information
In our hands so 1t 1s imperative that they fully trust us
to delver

Integnty

Whether providing reliable, high quality products or gving
advice on business cntical topics, integnty I1s cntical to us
when buitding long-term customer relationships

Innovation

We need to think ahead, to anticipate our customers’
needs and be creative In how we develop our software
and services, continually Innovating to improve the
customer expenence we deliver

Agility
We have to be responsive to customer needs and market

changes and ensure we are agile enough to adapt our
products and services to meet these demands

Find out more about our guiding principles
online at www sage com

Annual Report & Accounts 2011 | The Sage Group plc | 11




Overview

Market overview

Sage is the leading global supplier of business management
solutions to SMEs

Competitive environment

In the SME space, Sage continues to enjoy a healthy share of
the market We have built our market leadng posiion by
providing local solutions to local customers

In the small business segment, our competitors are typically
local businesses that are privately owned Most of them
operate in a single country, often focused on Just a part

of that country There are a relatively small number of larger
companies which compete with us across a number of
countnes In the mig-market, Microsoft Dynamics 1s our
pnncipal competitor, with some other local competitors

As we enter the world of online applications we face both new
and traditional competitors Mobile applications are becoming
more pravalent, as are flexible ways to purchase systems and
applicatrons There are a significant and growing number of
competitors In the small and micro online accounting space

The bamers to entry in our business are high Our business
excels because of our leading software and services, our
strong brand and our chistnbution network of partners

and accountants

12 | The Sage Group plc | wwwsage com




Marketplace trends and factors

1 Legislation and Regulation

Dunng the past few years, there have been significant
legistative and regulatory changes that impact our customer
base These changes are opportunities for us to provide
support and advice to our customers

In the current year, the txggest impact has been the adoption
of the Single European Payments Area (*SEPA") which has
resulted in a number of our Euro-based customers upgrading
ther systems

2 Technology developments

Increasingly, customers and employees want to access ther
data any time, anywhere As a resutt, the need for providing
web-based access to business apptcations as well as support
for new devices and operating systems 1s becorming important

For core accounting and ERP products, the significant
majonty of demand remains for these products deployed
on-premise However, as a new generation of web-centnc
entrepreneurs start businesses, we expect the proportion of
accounting software delivered via the web to increase We,
therefore, believe that online business solutions for accounting
will become more relevant to customers in the small and micro
business segment over time

3 International solutions

With globalisation on the ncrease, we are seeing growing
demand from existing and potential customers who
ncreasingly operate internationally and need a selution that
works in all of therr locations These solutions must be robust
enough to cope with multiple government legislations,
currencies and languages, yet be flexible and offer local
customisation As a global business with extensive expenence
of working wath growing SMEs, we understand these
challenges and have developed sclutions that meet the
demands intemational business generates

Economy

We are impacted by the global and local economies n which
wae trade and clearly there are cumrently uncertan macro
trends The main issue for SMEs remains getting access to
capital The conseguence of this 1s that many businesses
continue to defer substantial Investment decisions

Notwithstanding the economic position, SMEs continue to
need our products to run therr businesses effectively SMEs
are Increasingly looking for greater efficiencies and continue to
view our customer support as important as new govermment
intiatves/regulation creates dermand for up to date business
management software and quality support

The Sage Business Index — International Business Insights

In February 2011 we released a report “The Sage Business
Index 2011 — International Business Insights”, based on
research conducted with over 6,000 small businesses In

a broad range of industry sectors across the world We
expanded this research to 10,000 businesses and refeased
the second Sage Business Index in September 2011 The
reports cover business confidence and the economy, each
country as a place to do business, the role of government,
busnass challenges and advice and the role of technology

The results reveal that whilst confidence appears to be
retuming, this is not universal and, though businesses in each
country face a vanety of 1ssues particular to ther geography,
there are also common challenges, such as legislation and
funding Entrepreneunal spint and culture are shown to be
alive and well and the report ponts to how the key dnver for

adopting new technologies Is to Improve business
efficiency The September 2011 report showed a decline
in overall confidence about the econormic outlock, but
when asked about prospects for their own business,
respondents were still cautiously optimistic

The Sage Business Index, plus additional content,
can be accessed at

www.businessindex sage com
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Performance

Financial review

The Group remains highly
cash generative with
operating cash flow of
£405.1m representing
111% of EBITA!

Paul Harnson, Chuef Financial Officer

We remain highly cas

Organic® Underlying EBITA" margin Full yeardvidend up
revenue growth EPS growth increased to to 9 75p pershare
% 6% % 5%
4% 16% 27% 25%
2010 continuing 1% 2010 14% 2010 continuing 26% 2010 7 80p pershare

# Qrgamic figures exclude the contributions of current and prior year acquisitions disposals and non-core products

*  Underlying figures neutralise the impact of foreign exchange movements and exclude amortisation of acquired intangible assets Foreign currency results for the prioryear ended 30 September
2010 have been retranslated based on the average exchange rates for the year ended 30 September 2011 of $1 61/€1 and €1 15/€1 to Facditate the comparson of results

t EBITA s defined as earnings before interest taxand amortisation of acquired ntangible assets and 15 after neutralising the impact of foreign exchange mavements
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Revenue

Revenue from continuing operations grew by 4% 1o

£1,334 1m compared to the pnor year (2010 £1,277 &m")
Organic revenue grew by 4%” compared to the pnor year
Organic revenue excludes the contributions of current and
pnor year acquisitions and disposals and non-core products
Non-core products represent 2% of 2011 revenues Organic
reveniue also excludes the results of Sage Healthcare, which
1s disclosed as discontinued operatons Revenue attnbutable
to discontinued operations was £149 7m (2010 £152 4m*)

Total revenues for software and software-related services were
£457 6m (2010 £446 1m*), which grew organically by 3%
Software and software-related services include stand-alone
software licence sales {inciuding new licences, upgrades

and migrations) and professional senices, hardware and
business forms

Total subscnption revenues were £876 5m (2010 £831 5m)
which grew organically by 5%, benefiting from growth

In premium subscnption contracts and the continued

shift towards software and servces being soldona
subscrption basis Subscnption revenues are recumng

n nature and include stand-alone support (13% of total
revenues), combined software and mantenance and
support (47% of total revenues), and payment processing
services (6% of total revenues)

Subscnption contracts continue to be a key growth dniver
for Sage, and particularty the evoluton of our premium
support ranges Of our contracts, more than two thirds are
now premum in naturs, that 1s, contracts which combine
software and support, and Iin certan cases, other premium
services such as connected services, prnonty phone Iines
and backup services

generative

Reconcilation of operating to statutory results

QOrganic revenue growth in H2 FY11 was 4%", compared
to 5%* nH1 FY11 This was a result of particularty strong
performances in H1 FY11 from certan businesses such

as Poland, France and Sage Payment Solutions in North
America, and a slow down in Spain n H2 FY11 In addition,
n North Amenca we saw a contraction in software revenues
for certan of our products in H2, partly as a result of the
substitution of software revenue to subscnption revenue
(which 1s then recogrised over the following 12 maonths),
and partly with the environment for small businesses
remanng challenging

Profitability

EBITA! increased by 8%* to £365 1m (2010 £336 7m*) The
Group's EBITAt margin increased to 27 4% (2010 26 4%")
At the same time we Invested in the areas we set out at the
beginning of 2011, such as Sage ERP X3, customer service,
onkne products and internal systems Net finance costs of
£12 5m (2010 £10 1m) were higher than the pnor year due
to the full year impact of the private placement debt raised in
March 2010 The average interest rate on borrowings dunng
the year was 4 59% {2010 2 2%}, with a lower proportion of
overall debt being drawn on the relatively cheaper revolver in
2011 than 2010

The income tax expense of £74 8m (2010 £84 4m), and the
effective tax rate of 23% (2010 28%) were both lower due to
the favourable resolution of certain outstanding tax matters

Undertying eamings per share grew by 16%* to 20 81p (2010
17 88p*) Statutory basic earnings per share from contnuing
operations for the year ended 30 September 2011 increased
by 19% to 19 44p (2010 16 30p) Statutory diuted earnings
per share from continuing operations increased by 19% to

19 29p (2010 16 26p)

Restated
2011 2010 Vanance
EBITA! to operating profit £m £m %
EBITA 365 1 3367 +8%
Impact of movements in Foreign currency exchange rates - 05
365.1 3372 +8%
Amortisation of acquired intangible assets (21.8) {282)
Operating profit 343.3 3090 +11%
Restated
2011 2010 Vanance
Underlying to basic earnings per share pence pence %
Underlying EPS {continuing operations) 20.81 17 88 16%
Impact of movements in foreign currency exchange rates - 005
20.81 1793 16%
Ameortisation of acquired intangible assets {1.37) (1 63)
Basic EPS {continuing operations} 19.44 16 30 19%
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Performance
Fnancial review continued

Cash flows

The Group remans highly cash generative with an eperating
cash flow of £405 1m (2010 £394 5m), representing 111%
of EBITAT (2010 1179%) After interest, tax, net capital
expenditure and discontinued operations, free cash flow

was £287 Om The net inflow from acquisiions and disposals
completed in the year was £0 Bm After dwidends paid

of £104 Om and other movements of £11 3m, including
exchange movements, net debt stood at £24 9m at

30 September 2011 (2010 £219 8m)

Acqusitions and disposals

We did not complete any significant acguisitions in the year
In September 2011, we signed a defintive agreement to
sell Sage Healthcare, which was part of our North Amencan
business, to Vista Equity Partners for cash proceeds

of £203 8m [US$320 0m) In accordance with IFRS 5
“Non-current Assets Meld for Sale and Discontinued
Operations” the results of Sage Healthcare for this year and

Reglonal review

the comparatve year are therefore classified as discontinued
operations In the Consolidated ncome statement and
Consohdated staternent of cash flows The results of Sage
Healthcare have also been excluded from organic growth
calcutations Following the agreement to sell Sage Healthcare,
an mpairment charga of £121 5m has been recorded in
2011, and an exceptional foreign exchange gain of
approximatety £60m will be recorded in the Consolidated
Income statement in 2012

R&D and capex

The Group spent £151 Sm in the year ended 30 September
2011 on research and development (2010 £146 8m*} No
expenditure was capitalised and £0 1m (2010 £0 4m) was
amortised to the Income statement relating to pnor years’
expenditure which had been capitalised Capital expenditure
i the year ended 30 September 2011 (including the purchase
of third party software systems for ntemal use) was £29 5m
(2010 £32 5m) The majonty of this expenditure relates to IT
infrastructure, both in new and replacement systems

Throughout the regional review, growth trends are stated on a currency neutral basis with pnor year resuits retranslated at
cument year exchange rates This 1s done to faciitate the companson of results A reconciliation of undertying hesadine
revenue to organic revenue 1s shown in the table In note 1 on page 79

Europe

North America AAMEA

Revenue

Orgamc® growth
Subscription
revenue
Orgamc® growth

Software and
software-related
services revenue

Organic*® growth

EBITA!

Underlying figures neutralise the impact of fareign exchange movements and exclude amorbisation of acquired intangibie assets Forelgn currency results For the prior year ended 30 September
2010 have been retranslated based on the average exchange rates for the year ended 30 September 2011 of $1 61/€1 and €1 15/€1 to Facilitate the companson of results

Organic Agures exclude the contnbuttons of curent and prior year acquisiions, dispesals and non-core products

' EBITA s defined as earnings before Interest tax and amortisation of acquired intangible assets and s after neutralising the impact of foreign exchange movements
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Europe

Total Europe revenues grew by 4%* to £795 7m (2010
£763 8m*) On an organic basis, this growth was also 4%"
{2010 2% Organic subscnption revenues grew at 5%*
(2010 4%"), with organic software and software-related
services revenues growing by 3%* (2010 2%" contraction)

Our UK & Ireland business grew organically by 5% n the year
with a good performance in all market segmeants We saw
several significant launches in the year including Sage 50
Mobile, and Sage One which has now passed 1,000 paying
customers Sage ERP X3 grew rapidly in the UK off a small
base Our Accountants’ Division has continued to perform
well with good dernand for a new tiered offenng as well

as our XBRL compliant product

Revenue in our French business grew 5%* organically in the
year, with our treasury and accounting and ERP products
benefitting from the move to a Single Euro Payments Area
Sage ERP X3 grew well In France with some significant
contracts signed in the year, and, at the lower end, whilst the
small business market remaned subdued, we continue to see
a strong take up of our free solution for “Auto-Entrepreneur”
businesses (a business status which offers simplified
legislation and administration), which offers good potential

for conversion to revenue in due course

Our Sparish business was flat™ in the year, with a 4%*
contraction n H2 FY11 We have focused on our products,
with a significant mid-market release in the year including
web functionality, and are continuing to provide high quality
senvice Including launching moere connected services
However, the market has been particularly challenging, with
high unemployment, low business confidence and modest
GDP growth, and we expect these conditions to remain
unchanged In the foreseeable future

Revenue in Germany grew by 5% with significant releases

of our core products generating demand, and a good
performance from our products serving manufactunng
businesses Qur SaaS payroll business, enfachiohn, doubled
in size In the year and now has over 3,000 paying customers

Swiss revenues were flat” on an organic basis and our Polish
business grew revenues by 24%* n a strong economy with
the addtional stmulus of a VAT legislation change particularty
benefitting the first half of the year Our Portuguese business
grew by 6% following legislative change, but Is expecting to
face more challengng conditions going forward gven the
broader economic issues in Portugal

The EBITA! margn for Europe was 29% (2010 28%")

North America

Total revenues from continuing operations in North Amernica
grew by 3%" to £390 9m (2010 £381 2m"), with crganic
revenue growth of 3%* (2010 3%* contraction} Organic
subscnption revenues grew 4% (2010 1%* contraction),
while organic software and software-related services revenues
contracted by 3%* (2010 8%" contraction)

The trading environment for SMEs in North Amenca remains
challenging, although we saw a good performance from
certan leading products such as Smply and Accpac ERP
and our payments business showed good growth of 15%*,
helped by growth in volurnes and 40%" growth in the
cross-sell of ntegrated payment solutions into our accounting
base Cross-sell now represents approximately a quarter

of North Amencan payments revenue The market for certain
other products, such as construction, remained challenging
n the year

From a strategic perspective, there have been significant
developments in the year In June 2011, we anncunced the
adoption of one Sage brand in North America with our
accounting and ERP product brands being replaced dunng
2012 and 2013 This will help us leverage the scale of our
business and maximise the iImpact of our marketing We have
launched several connected services In the year, for example
online tax filing, and we have a strong pipeline of online
solutions to be launched In 2012 At the same time we have
released major upgrades to our leading products, including
Sage ERP MAS90 SQL and Sage HRMS with employee
seff-service

In earty 2011, folowing a strategic review, we evaluated that
our Sage Healthcare business in North Amenca was no longer
core to our strategy Consequentty, in Septermber 2011 we
announced s disposal This will allow us to focus on the
substantial opportunity we have within our core North
Amencan business The sale of Sage Healthcare completed

in November 2011

The EBITA! margin for North Amenca increased to 26%
(2010 24%?), with tight cost control in the year

AAMEA (Africa, Australia, Midd!le East and Asia)

Total revenues in AAMEA grew by 119" to £147 5m (2010
£132 6m*) Organic revenue grew 10%* (2010 7%% Organic
subscnphtion revenues showed strong growth of 13%* (2010
15%*), while organic software and sofiware-related services
grew by 6%"* (2010 flat"}

South Afnca showed strong organic revenue growth of 14%,
with both accounting and payroll solutions performing well
Sales into the broader Afncan continent have continued to
grow well and remain a good future opportunity Australia
grew by 2% organically with good demand for HandiSoft,
our product for tax practitioners and consuttants Together,
our Middle East and Asian businesses grew by 11%* with a
particularly strong performance In Singapere and Malaysta

The EBITA? margin was 25% (2010 25%)
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Performance
FAnancial review continued

Balance sheet and capital structure

Debt and faciittes

The Group has net debt of £24 9m at 30 September 2011
(2010 £219 8m) Owver the year, strong cash generation
reciuced net debt by £197 Orm on a constant currency basis
The Group continues to be able to bormow at competrve
rates and currently deems this to be the most effectve means
of raising finance The Group 15 funded through retained
eamings and mutti-currency revolving credit facities totalling
£358 3m (2010 £357 4m, US$271 Om and €214 Om
tranches), which expire in 2015 At 30 September 2011, these
facties were undrarwn (2010 £59 6m) iIn addibon, the Group
has US private placement loan notes at 30 September 201
of £192 6m (US$300 Om), (2010 £190 4m, USH300 Om)

The Group continues to monitor opporturities to enhance
and diversify its funding sources in the curent capital

market conditons

Capital structure and dividend

We continue to generate a high proportion of revenue through
recumng subscenption contracts, provding both high quality
products and responswe and valuable servces to our loyal
customer base We expect strong cash generation to
continue In the future We are ngorous in allocating capital to
business investment and targeted acquisitions We also look
1o retum surplus capital to sharehoiders

In September 2011, we announced a share buyback
programme to return the proceeds from the disposal of Sage
Healthcare to shareholders We expect this programme to
be completed dunng the first half of 2012 We have a strong
balance sheet and, with our high cash generation, our aim

15 to reach a net debt level of a rmnimum of 1x EBITDA within
18 months by 2 combination of further capdal retums to
sharehwolders and targeted acquistions

Consistent with this objective, and gven the very strong cash
flow profile of the business, we are also pleased to increase
our total dvidend for the year by 25% to 9 75p per share
{2010 7 80p per share), gmng a proposed final dvidend of

7 07p per share (2010 5 22p per share) This total dmdend s
covered 2 1x by profits We intend to pursue a policy of further
Increasing our dwdend broadly in fne with undertying EPS
growth over time

Treasury management

The Group's Treasury function seeks to ensure lquidity 1s
avalable to meet the foreseeable needs of the Group, to
Invest cash assets safely and profitably and reduce exposures
to interest rate, foreign exchange and other financial nsks
The Group does not engage in speculative trading in financial
instruments and transacts only in relztion to undertying
business requrrements The Group's treasury polcies and
procedures are penodically reviewed and approved by the
Audit Committes and are subject to regutar Group Internal
Audit review
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Post balance sheet events

On 1 October 2011 the Group agreed to acqurre 100% of the
share capital of Alchemex (Ply} Lmited, a company prowndng
Business Intellgence solutions for SMEs, for a consideration
of up to £6 5m In November 2011, we completed the sale
of Sage Healthcare As previously announced, the funds are
being used for the purposes of purchasing our own shares

On 14 Novernber 2011 the Group reported a dlaim for
damages made by Archer Capital (*Archer”) followang the
termination of discussions between the Group and Archer
relatng to the polential purchase of MYOB The Group
strongly rejects the claim, which it understands to be in the
region of £80m (A%130m}, and will defend itself wgorousty

Goodwall

Al 30 September 2011, goodwall was £1,738 3m (2010
£2,031 1m) Dunng the year, wa signed a definitve agreement
to seli Sage Healthcare, which was part of our North Amencan
business, to Vista Equity Partners, for cash proceeds of

£203 8m (US$320 Om) As a result, a goodwill impament
loss of £121 5m was recogrised 16 bnng the carmying value

of the business in kne with the proceeds  Under IFRS 5, Sage
Healthcare's goodwill and other net assets were reclassified
on the Consoldated balance sheet 1o non-current assets and
habities classified as held for sale The sale completed In
Novermnber 2011 Under relevant accounting nies, a foreign
exchange gain on the sale of approximately £60m will be
recognised in the financial year ending 30 Septernber 2012

Going concern

Based on nomal business planning and control procedures,
the directors have a reasonable expectation that the Company
and the Group have adeguate resources to continue In
operational existence for the foreseeable future For this
reason, the directors continue to adopt the going concem
basis in prepanng the financial statements

Paul farmson Chief Fnancial Officer



Key Performance Indicators (“KPIs”)

Our financial and non-Anancial KPIs
illustrate and measure our progress in
creating value for our shareholders and
building astrong, sustainable business
with high levels of customer satisfaction

Organic revenue
growth

4%

Improving organic revenue
growth is a key pronty for
the Group

Organic revenues are denved
from our coma business
operations, excluding the
contnbution from acquisitions
and disposals made n the
current and pror year, along
with certan small non-core
products

Current year revenue)s
compared to the pnor financial
year translated on consistent
exchange rates to elirminate
distortons due to fluctuations

n exchange rates

EBITA margin

27%

One of the Group's pnonties 15
to continue to drive marging I
the medium term However, in
the short term we are investing
for future revenue growth

EBITA 1s defined as eamnings
before interest, tax and
amortisation This measure
excludes the effects of
armortisation of acquired
ntangible assets and the net
amortisation of software
development expendrture

The EBITA margin represents
EBITA dwided by revenue for

the year

Underlying EPS
growth

16%

Undertying EPS 1s a key
measure of the Group's
profitability in the year

Undertyng EPS represents
ncome for the financial year,
prior to the amortisation of
acquired intangible assets,
dwded by the weaighted
average number of ordinary
shares in issue dunng the year

Undertying EPS growth rates
are quoted on a cuency
neutral basts

We monitor our performance
against a number of different
benchmarks whtch allow us to

measure the value we are

creating for both our customers

and our shareholders

They are set \n agreement with
the Board and used on a regular
basis to evaluate progress aganst

our priorities

Cash generation
from operations

111%

A key dnver of strong
econamic returns is the
abiity to convert operating
profits into cash

Thus KPi provides a measure
of the ability of the Group to
yield cash from its ongoing
business to renvest and
fund iabilties

Cash generation from
operations represents cash
flows frorm operating actvities
draded by EBITA

Renewal rates on
maintenance and
support contracts

81%

Customer retention Is an
important measure of
competitiveness in the market
and measunng the value of
customer relaticnships

with Sage

Renewal rates are calculated
as the number of maintenance
and support contracts which
were renewed in the penod
dnvdad by the number of
contracts which were
potentially renewable n

the period
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Performance

Principal risks and uncertainties

Risks can materialise and impact on both the
achievement of business priorities and the successful
running of Sage’s business

A key element in achieving our business priorities and matintaining services

to customers 1s the management of risks Sage’s risk management strategy
1s therefore to support the successful running of the business by \dentifying
and managing nsks to an acceptable level and delwvering assurances on this

External business factors

Products and services

Description

As a technology company, operating In many different
countnes throughout the world, there 1s a nsk that Sage

does not appropnately respond to extemal business factors,
such as changing business needs, changing technologes,
competitor actmties, compliance and regulatory requirements
and the economic environment

There 1s a nsk to Sage’s reputation and future ability to grow
as a business 1if poor qualty products and services are
released to customers This nsk relates to both traditional
on-premise products and services and onling, customer
facing products and services In addition, for online customer
facing products and services, Sage must ensure that i
adequately protects and secures customers’ data

Potential impact

There 1s a potential for an adverse iImpact on business
performance if external business factors are not appropnately
resporcled to Such adverse impacts could affect the
competitive position and revenue, make demands on
employees and cause financial penalties to be incurred

Sage’s reputation and competitive advantage could be
feopardised i a poor quality product or service was released
to customers The impact of Sage’s products and senices
on its customers’ ability to do business increases the seventy
of the nsk The change in the product and services landscape
In terms of online customer facing products and services and
the need to ensure reliability and avalabilty also ncreases the
potential iImpact of the nsk

Mitigation

We continue to build strong customer relationships, develop
and expand our product and services offenng and seek
organic and acquisitive growth opportunities We develop
appropnate strategic direction and mamntan knowledge of
ndustry developments to ensure a proactive response to
changing needs Our defensive business rmodel and the
significant percentage of our revenue which 1S recurmng,
gve comfort and support against economic exposure Our
Group-wide complance programme seeks to ensure that
local, national and international regulatory requirements are
identified and complied with A detaled quarterly forecasting
process helps to ensure robust and realistic challenge to
financial performance

Sage has detaled product and service release and quality
control procedures which are achered to in advance of a
product or service release Sage also has detaled quality
assurance processes and initiatves relating to the level of
service provided to customers
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The processes to identify and manage the principal risks to
the success of the Group are an integral part of the internal

control environment.

Internal control and nsk management

To see how our internal control and sk management pracesses
and responsibilities work, see our corporate governance report,

See page 51

Loss of key management

Intellectual property

While Sage operates in a decentralised culture, with many
different cperating companies across the globe, there 1s ansk
as with any other business, relating to key man dependency
and loss of key management

Sage relies on intellectual property laws, ncluding laws on
copynght, patents, trade secrets and trademarks, to protect
our products Despite laws and regulations being in place,
unauthonsed copies of software stll exist The ntermnet
provides new methods for llegal copying of the technology
used in Sage's products and senices

Description

Loss of key knowledge or personnel could result in an inability
for Sage to operate effectively and mantan a competitve
edge Loss of key management could result in mportant,
sensitive Information leaving the Group

llegal or unauthonsed copies of Sage’s software could be
sold without our knowledge, impacting financial results and
Sage’s reputation

Potential timpact

Sage has detaled key man dependency identrfication
processes and detaled successton planning processes in
place to mitigate aganst the nsk of loss of key personnel

While relying, as other companies do, on the laws and
regulations In existence, Sage continually polices the
unauthonsed use of its products Sage also ensures the
secure storage of source code throughout the Group

Mitigation
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Performance

Our priorities

The objectives of the business are to generate and preserve value over
the longerterm for our shareholders, our employees and our customers

Improving organic revenue growth

Acquiring new customers

We am to attract new types of customer at different
stages in thexr evolution through our diverss offenngs,
such as payrnent processing senices and onling
business solutions

Selling more to existing customers

We am to increase revenue from each of our
custorners and deepen our customer relationships by
delivenng an expanded range of pnmanly connected
services, working In an integrated way with our
desktop applications

Expanding the range of support

We will continue to evolve our premium support
offenng by introducing new tiers of support N our
contracts, and encouraging owr customers to move
up the support levels

Entering new gher growth market segments

We are looking to add rew businesses to our Group
that can leverage our customer base, our distnbution
channetls, our brand and our infrastructure We are
actively looking for adjacent applications and services
that SMEs are known to dermand e g payments,
connected services and onling business solutions

Delivering our

For more information the online version of our annual
report features videos on each case study

2

Driving margins in the medwum term

We are targeting medium term growth in our EBITA
margin We have a scalable business model, and
therefore we expect to see margin expansion with
revenue growth

In the short term, margins wil be maintaned at or
around the current level as we continue to invest In
our business to dnve further growth

Dunng this year, we invested pnmanly in our online
business solutions and connected services, whilst also
continuing to nvest heawily in customer service and
specific high growth areas such as Sage ERP X3

We are also changing our appreach to product
development by simplifying our product offenngs and
introducing products that can be utlised across a
global platform such as Sage One

Go to www nvestors.sage com/201 lannualreport
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priorities

Leveraging the web

Connected services

We are providing a portfolio of online and mobile
services, ntegrated with other Sage products and
designed to solve specific business problems for our
customers Connected services can be purchased
on a subsenption basis or ncluded with a premium
support contract They are designed to address a
genuine business need and deepen the relationships
that we have with our customers

Exarmples include Alchemex Smart Reporting, Sage
Mobyle for ACT!, Sage Business Info Services for
ACT!, ACT! E-marketing

Online business solutions

For small businesses, we are delivenng online
accounting and paymoll solutions Intally these
solutions will be most attractive to new customers
but, 1n time, will also be attractive to rmigrating
customers Services such as Sage One, einfachiohn,
Crel Paye Facile, Pastel My Business Online and VIP
Liquid Payroff are examples of this type of offer in the
market today

In the mid-market we are delivenng cloud versions
of some of our existing applications These are
evolutions of our existing products They allow
customers to choose ther preferred deployment
method, on-premise or cnling The cloud versions
delver the benefits of subscnption-based pneng,
with no IT hardware to manage, frequent releases
and seamless upgrading whilst retaning the ability
to customise the solution Applications such as
Sage ERP Accpac Oniine, SageCRM com and Sage
Salesl ogix Cloud are examples of this type of offer
in the mid-market today

Re-engaging in M&A

Wa continue to lock at acquisitions as an enabler to
our growth strategy

We contnually assess the avalabiity of acquisiions
to enter new markets and to strengthen our positron
in existing markets Of Increasing interest are higher
growth segments of the market, ncluding the
opportunity to buy technologes, including conline
business solutions and connected services

Sage is a financially robust business due to our strong
cash flow and balance sheet Therefore, we are well
positioned for future M&A opportunities, whilst
remaining prudent in our approach to valuation

The following pages
demonstrate the progress we
are making in delivering our
priorities, around our business,
across the globe
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Performance

Delivering our priorities

Integrated payments
success in North America

Greg Hammermaster, President, Sage Payment Solutions
North America, talks about integrated payments

Integrated payments services at Sage are designed to help our customers to
address therr business needs By opening up new sales channels and integrating
the payments software with our accounting software, we are helpmg our customers
o Increase revenues, to decrease costs and to maxrmise their investment n ther
back office systems

To deliver this iIntegration in 2010 we launched Sage Exchange, a SaaS based
solution that allows seamless payments integration across our product lines
Integration sliminates the manual process of re-entering cheques and payment
recelpts INto accounting software, reducing the nsk of human eror and saving
customers both tme and money

Not only does an integrated approach have great customer appeal but it also
provides a significant cross-sell opportunity for Sage Penetration of the addressable
market In our core US customer base 1s curently onfy around 2%, and we expect
that number to grow

The revenue per client opportunity 1s extremely compelling Payment processing
revenue 1s usually sightly greater than that for an average mantenance and support
contract So, with Integrated payments we are effectively doubling the average
revenue from each customer

For 2012 our plan 1s to broaden the number of Sage products that are iIntegrated
with Sage Exchange We will also add more payments-related connected services
to deepen the value proposition and to introduce new revenue opportunties

Watch this video online at
www Investors sage.com/201 1annualreport
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More than

40%*

growth in cross-seliing
- - of payments into our

North American

accounting base

* Underlying figures neutraise the impact of fareign exchange movements and exclude amortisation of acquired uitangible assels Forewgn currency results for the prior year
ended 30 September 2010 have been retransiated based on the average exchange rates for the year ended 30 September 2011 of $1 61/£1 and €1 15/€1 ta facihitate the
comparson of results
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Delivering new business advice
services in the UK

Brendan Flattery, CEQ, Sage UK & Ireland, talks about Q
The Business Advice Unit in the UK

The Business Advice Unit in the UK 1s
an innovative approach, launching new
products and services, which will appeal
to our customer base and help to
achieve our revenue growth pnonty

We are a trusted partner to more than
800,000 businesses n the UK These
businesses are already relying on us for
our support and advice to run therr own
organisations and the business advice
service 1s a natural extension to the
trusted partner relationship which we
have today with our customers

Sage People Advice 1s a support service
covenng HR, Employment Law and
Health & Safety advice, which we
launched in October 2010 The service
1s designed for business owners who do
not have in-house HR expertise, as

well as for HR professionals who

require additional support The service
provices bhusinesses with accessto a
professional and flexible service when
they need it It gives a tiered support
structure, providing users with flexability
and control over therr costs Customers
can choose Pay As You Go options or,
with Sage People Manager and Sage
People Director, can select aither a six
or twelve month contract

The senice level expenenced by our
Sage People Advice customers s
exceptional, 97% of our customers rate
the service good or excellent In the
future we am to provde a portfolio of
advice services and we have already
launched an employee benefits service
in partnership with Mercer We are also
Investigating other acvice options to add
further support to help our customers
grow

Watch this video online at
www Investors.sage com/2011annualreport

97%

of customers rate the
Sage People Advice service
as good or excellent
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Performance

Delivering our priorities

Global progress in Sage ERP X3

Christophe Letellier, CEO, Sage ERP X3, talks about our
progress in the global mid-market

Sage ERP X3 s our global leading
Enterpnse Resource Planning solution
for the mid-market Sage ERP X3
represents a new global approach for
Sage We have an intermational team
to support the development of local
businesses by shanng knowledge,
skills and resources, as well as product
developrnent, business developrment
and more

2011 has been a very active year for
Sage ERP X3 Cur results are very
encouraging and we are now one

of the leading ERP vendors globally

We have delvered double digit growth
in the vear, and we have doubled the
business over the past 5 years We are
now marketing and seling the solution
In more than 55 countnes, and we have
recently launched the solution in Eastern
Europe and expanded our market in
Afnca We now have 3,300 customers
worldwide, and signed our first deals in
Russia and Australia dunng this year

There are two global ntiatives that
are Important to our Sage ERP X3

business the co-development and
Sage ERP X3 Standard Edition

The co-development process that has
been launched this year is a new R&D
model for Sage The local R&D teams
and the Central R&D team are working
together in a global R&D effort to ensure
Sage ERP X3 15 highly relevant to today's
customers This team includes key
talents from Sage's worldwide
businesses, bnnging fogether Sage's
local expertise and global resources

Sage ERP X3 Standard Edition 1s
designed for local, independent
companies or group subsidianes with
imited IT resources, which still need an
ERP system that 1s easy to implement,
rapid {o deploy and with a broad
functional scope Sage ERP X3 Standard
Edition 1s now avalable in most of

our countnes and will be launched n
remaining ones dunng 2012 Sage ERP
X3 Standard Edition 15 the way for SMEs
to access to a world-class ERP solution

Cur plan for Sage ERF X3 1s pretty
simple to continue to grow the
business with our partners, so that
we can continue delivenng value to
our customers, helping them realise
ther vision

Watch this video online at
www investors sage.com/201 1annualreport
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Now available in
more than

55 countries
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Performance

Delivering our priorities

Innovative partner programmes

in the US

Tom Miller, VP of Channel Management,
Sage Business Solutions for North America,
talks about Fast Track For Growth

We have a very broad and deeply expenenced business partner channel which works
with us to achieve our strategic prontes QOur business partner channel remains key,
particularly in the US where over 60% of new revenue comes from the channel We
support partners in every facet of ther business, and we continue to fuel therr success
with a broad range of partner programmes

We are continuously striving to innovate with our partner programmes to Increase
performance Al of the partner programmes that we offer are ultimately about helping
partners to drive new business, and therefore revenue Fast Track For Growth
(“FTFG") 15 one of these programmes

With FTFG we work closely with the partner by providing one-on-one mentonng on areas
including marketing, sales and consulting, with rewards avallable for incrernental new
licence revenue

Our partners are seeng tangible benefits from the programme and interest 1s growing
Sage partners participating in FTFG have increased their new customer revenue at a rate
that 1s 30% higher than non-participants

We have also receved external recognition for the FTFG programme  International Data
Corporation has identified FTFG as an industry innovative practice, largely due to the
personalised attention given to particspants and the comesponding business growth upon
course completion

Gwven our success we will continug to invest in this, and other, channel prograrmmes that
produce measurable Incraases in new customer revenue growth

Watch this video online at
www Investors sage.com/2011annualreport
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50%

increase \n partner
enrolments in the year

Annual Report & Accounts 2011 | The Sage Group plc | 31



Performance

Delivering our priorities

Driving premium support
N Spain

Santiago Solanas, CEO, Sage Spain, talks about the premium
support model in Spain

At Sage, our support service constitutes far more than just prowding assistance to
customers over the telephone Our customers see real business benefits in the support
and acvice that we provide, this has been a key growth dniver for our Spanish business
in a time of deep recession

To ensure our customers can access the support they need, we have a tiered support
service In Spain, we offer prermium levels of support contracts that offer further services
such as online data backup, network secunty sersces, HR advisory services, mobile data
access and more besides We have a four level prermium support offer which we have
started to mplernent across our product ines

We are constantly adding new services to our support offer and have successfully moved
customers up the support tiers to enable themn to benefit from additional support This year,
we introduced new service modules such as legistation, data recovery and online backup
in order to address the real business needs of our customers We also launched a new

top of the Ine service level called Exclusve The Exclusive level includes pnonty telephone
assistance, as well as connected services and a nght to free upgrades More than 15%

of our contracts are already Exclusve

The addition of connected services as you move up the tiers of support is a fairly new
concept, and provides the further opportunity for revenue growth

In FY12 our plan 1s to continue to launch new service levels across our product lines, and to
ncrease the value perception of customers through the inclusion of more connected serices
n the service levels We will also redesign the support service at the entry-level, providing it
with a new online support system which can be accessed from within the product

Watch this video online at
www.investors.sage com/2011annualreport
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15%

of customers on Exclusive
premium support contracts
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Performance

Delivering our priorities

14%

organc® revenue growth
in South Afnicain 2011

* Underlying figures neutralise the mpact of foreign exchange movements and exclude amortisation of acquired intangible assets
Foreign currency results for the pror year ended 30 September 2010 have been retranslated based on the average exchange rates for
the year ended 30 September 2011 0f $1 61/61 and €1 15/£1 to facilitate the comparison of results

# Organic hgures exclude the contributions of current and prior year acquisitions disposals and non-core products
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Growing organically
into Africa

Steven Cohen, Managing Director, Softline Pastel,
South Africa talks about our progress in Africa

The Afncan market offers sustanable revenue streams In our core business, based on our business model
that has been so successful In South Afnca The expansion inte Afnca was the next logical step for our
business In South Afnca

Our business approach to this new market has been conservative At first we tested the market by
working with local business partners to leverage ther knowledge and skilis Now that we are confident in
the demand and growing opporturities, for example, from intemational companies expanding into Afnca,
we are being more robust in our approach

Three years ago we demonstrated our commitment by opening an office in Narobi Additionally, where we
do not yet have officas we stil operate through the reseller network

In the future we plan to bed down the operations we have, and we will further demonstrate our
commitment by opening a new office N Nigena, expected in the next 12 months

Cur growth into Alnca sits very well with Sage’s fong term revenue growth pronty Our success in Afnca
has contnbuted to organic revenue growth of 14%" in the South Afncan results, and we continue to target
double digit revenue growth in Ainca in the future

Watch this video online at
www Investors sage.com/201 annualreport
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Performance

People and organisation

Our people, culture and guiding
principles sit at the heart of what
we do. As a decentralised business
we believe this is a source of
competitive advantage in all our
markets as decisions can be made
locally and with the local customer
in mind.

We believe that the quality of the
employee experience has a direct
bearing on the quality of the
customer experience and this
philosophy prevails throughout
all our people policies.

Employees in Sage

2011 2010
Europe 7,685 7,470
North Amenca 2,753 2,788
AAMEA 1,785 1,816
Group and central operations 166 145
Total 12,389 12,219

Employee numbers are from continuing operations only
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Leadership

One of our key goals 1s to be recognised for the qualty of our
leadership within the orgarisation Following the appointment
of the Chief Executive Officer in 2010, a number of very senior
executive promotions followed across our countnies and
regions These appointments were a key measure of the
succass of several years of strengthening and deepening

our executive talent pools We believe that our strategy of
developing more global leaders, supported by the launch

of the Sage Leadershyp Standard and the Sage Leadership
Performance Programme in 2008, has been instrumental in
our talent nitiatives and the number of prormotions we were
able to deliver Our leadership programimes remain a key
nvestment for the organisation Our current focus is to
continue to apply and embed these programmes across

our senior leadership community and to deepen leadership
development at more junior levels of management

Cur focus for 2012 and beyond s to strengthen our succession
plans at all levels within the organisation so that we are able

to replenish our talent pool as a consequence of multiple
promoticns Part of our strategy to achieve this goalisto
increase the levels of giobal mobility across the business in order
to create a stronger intemational cadre of talent at all levels This
will become a pnonty as the number of products requinng global
collaboration increasss and hence the need for our leadership
community to work In closer partrership also grows

Dwersity

Sage s very supportive of the ams and objectives of the
Davies Report on Women on Boards published in February
2011 In considenng appontrments to the Board and to senior
executive positions, it 15 our policy to evaluate the skills,
expenence, knowledge and diversity required by a particular
role and make an appontment accordingly The Beard of
Sage currently compnses 25% women and we would expect
to maintain a similar balance through 2013 to 2015 as the
Board 1s refreshed dunng this penod The Board will reqularly
consider how diversity can be enhanced throughout the sentor
management team and across the Group Itis of the utmost
importance to mantan strong leadership at Sage and we will
therefore continue to appoint only the most appropnate
candidates to the Board



Our top leadership popitation (87 leaders) 1s 26% female
(2010 22%) The maonty of countnes have leadership teams
in excess of 30% female with the exception of Germany and
Australia 44% of cur total workforce profile s female Our UK
business established an “Enterpnse for Women” group to help
senior female executives focus on ther careers at Sage and

to encourage future female leaders

Addttionally, and as part of our global policies, we are
committed to an inclusive environment for alt of our pecple
We emphasise the importance of treating indvduals in a
non-discnminatory manner across the full employment
IWfecycle, including hinng, reward, development, promotions,
mohility and termination Traning 1s provided to those
making decisions on these factors so that no indmvdual 1s
disadvantaged and to prevent discnmination on the grounds
of gender, religon, belief, race, creed, age, disability,

sexual onentation, ethric ongin or mantal status

The Employee Experience

Whilst we have undertaken local employee surveys for
many years at Sage, dunng the year we undertook our first
employee engagement study over the largest 16 countnes
in the Group Over 7,000 employees responded

Using Key Moments Of Truth methodology, (‘*KMOT™), the
objective was to identfy KMOT that ether have a positive

or negatve influence and overall mpact on our employees
Like rmany other organisations, Sage has a largely engaged
workforce overall Having a profile of largely "knowledge
workers”, the most positive and significant aspect in the study
was the strength of team spint and camaradens — our people
enjoy working with colleagues and respect what ther
colleagues contnbute The largest KMOT gap was that
employees were concemed about promotion and personal
growth prospects This has become a key area of focus in our
people strategy and we have responded with a number of
nitatives (o mcrease engagement levels in key business areas,
for example workshops on our global vision and strategy,
strategic problem solving, and local action planning to

resolve customer pan points

Whilst we have not set out o win “Great Place to Work”
accolades, we do continue to recenve extemnal recognition
One of our South Afncan businesses (Softine VIP Payroll)
was announced as the winner of the business and
professional services category in the 2011 rendition of
the Delotte “Best Company to Work For Survey”

Collaborating across countnes, regions and continents 1s
becoming increasingly important Dunng the year we launched
Open our global collaboration platform, which complements
local intranets but provides the opportunity to collaborate

on an enterpnse-wide basis using social networking tools
Open  provdes collaborative functionality and a new
platform where everyone across Sage, regardless of

locaton, can talk, share, create and innovate
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Performance

Corporate responsibility

Sage remains committed to acting as a responsible corporate
citizen, continuing to take a pragmatic approach to Corporate
Responsibility (“CR”), whilst bullding upon our inihatives of
previous years. We focus on areas that are most relevant to Sage,

our people and our custorners

Qur CR policy includes four key areas of focus, pecple,
industry, community and environment We measure our
progress i each area, setting out to achieve best practice
In the local context of every country n which we operate
and shanng this across the Group for continuous
improvement Information about our people actmties
can be found in the People and organisation section

of the report on pages 36 and 37

In bine with our business model, our approach remans
flexible in order to allow our businesses to focus on the
areas that are of most importance to Sage and the local
customer base However, all of our CR actmties must
remain true to the core strategic values of Sage and are
managed, assessed and supported accordingly Standards
established by local legislation will apply as a minimum

CR at Sage 1s reviewed on a quarterly basis by the Executive
Committee  Application of the CR policy 1s led by the CR
Steenng Committee which is led by the Group Hurman
Resources Director and inciudes Board presence through
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Our CR policy

We aim to leverage the umque trusted
partner relationship that we have with
our customers globally to continue to
understand and support the 1ssues and
challenges that they face

Industry

Our local communities are important

to us and we actively support a number

of charities and community orgamisations
worldwide in order to make a positive
impact on the communities in whichwe
e and work

Community

We continue to analyse ourimpact on
our environment We remain committed
to reducing our energy consumption and
related emissions where possible, as well
as reducing ourwider impacts such as
resource use and waste to landfill

Ernvironment

the membership of the Company Secretary The Company Secretary regularty
updates the Board on nsks and opportunities in the area of CR

Sage continues to work towards the highest standards of govemnance and more
details on this can be found in the Govermnance section within this Annual Report
Our Code of Ethics remains in place across our orgarisation and we continue to
monrtor and extend the channels by which employees can anonymously report any
concems about bnbery, fraud and comuption We also ask our leadership population
to sign a deciaration refating to the Code of Ethics, to ensure we have transparency
surrounding any additional business commitents they may have and ther
relationships with customers and suppliers

Read more about our corporate responsibility initfiatives and prionties on our website

Go to www sage com/ourbusiness/aboutus/corporateresponsibility




Industry

Keeping close to our customers and the issues that are important
to them is the cornerstone of Sage’s business philosophy

Ourdecentralised structure helps us to remain intimately
connected to the problems and opportunities they face every day

Understanding the issues that SMEs face

Partnership with our customers 1s something we place great value

on within Sage - a partnership founded on understanding We achieve
this by conducting regular research in each country to ensure we fully
appreciate therr business landscape and the challenges they face

In tum we are able to help our customers to make the most of ther
business opportunities

In February 2011 we released a report “The Sage Business Index 2011 -
Intemational Business Insights”, based on research conducted with over
6,000 small businesses across the world In a broad range of industry
sectors We expanded this research and released the second Sage
Business Index in September 2011 For each country, the reports
cover business confidence and the economy, each country as a place

to do business, the role of govemment, business challenges and the

role of technology

The resulis reveal that whilst confidence appears to be returning, this 1s
not universal and, though businesses in each country face a vanety of
issuies particular to their geography, there are common challenges, such
as legislation and funding Entrepreneunal spint and culture are shown to
be alve and well and the report points to how the key driver for adopting
new technologies 1s to mprove business efiiciency The September 2011
report showed a decline In overall confidence about the economic
outlook, but at the time of publishing, when asked about prospects for
their own business, respondents were still somewhat confident

Providing charitable support to local businesses
and organtsations

We continue to work with crganisations to provide free business
software to non-profit organusations In North America, our partnership
with TechSoup helps chanties manage ther operations Dunng the year,
we added our Sage Simply Accounting software and discounted credit

card merchant services to the TechSoup offerngs Since 2008, we
have supported 1975 non-profit crganisations with software valued
at $1 3milion, Including more than 700 organisations with software
valued at $304,000 in the past year alone

Developing the business leaders of tomorrow

Developing future talent, both within our business and in the wider
business community, remans important to our business and our people
The values on which Sage s founded (Smplicity, Trust, Integnty,
Innovation, Agiity) capture the spirt of entrepreneurship and are the
Iifeblood of busness Helping to create the entrepreneurs of tomorrow
15 something we are passionate about

One very direct way of supporting business and recognising talent s
through awards Sage businesses have supported many local businass
awards including

¢ the natonal Startups award in Switzerland,

+ Pastel Small Business Awards n South Afnca,

+ HR leadership Awards in Australia, and

+ the Young Enterpnse North East Company of the Year award in the UK

in South Afnca, Softine sponsors The Life College Xchange, an annual
event at the Life College Xchange programime to promote the development
of entrepreneunal skills amongst the Life College students The Xchange 1s
a trading floor for ideas and opportursties which these young entreprensurs
can use to Interact with prospecive funders and investors

Doing business

In the course of doing business with our customers, suppliers and other
third parties, we behave with integnty and professionalism Cur values
and our Code of Ethics demonstrate that we operate responsibly and

in accordance with all relevant laws and regutations

In alt our dealings with customers we pnde curseives on our honesty,
integnty and openness Customer data Is treated with sensimty and
respect and 1s handled in & way that meets the requirements of data
protection faws in the countres in which we operate

We seek mutually beneficial relabonships with our suppliers and we
recogrise our postion as a role model to SME businesses
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Performance

Corporate responsibility continued

Community

The localised nature of our business remains one of our key
strengths, especially when it comes to enabling our people to have
a posttive impact on the communities in which they live and work.
We have a long history of actively supporting a number of charities

and community organisations within our local communities.
Activities including fundraising, sponsorship and voluntary work
are commonplace in Sage offices around the world

Volunteering in the community

Our volunteenng programmes allow employees to take additional pad
leave to take part in volunteenng actvities These actmvties are based
around our commitment to education, the local commurity and the
enwonment We believe that all of our employees have the skills and
expenences to make a real difference and that this 1s also an opportunity
for personal development

Supporting locat charities

Throughout the year, our employees have been actively involved in
fundraising for chanty and have undertaken a vanety of fundraising
actvities Some examples

+ Our "Gvng 1s Living” payroll programme in North Amenca allows
employees to make drect donations, of wiuch 50% i1s matched by
Sage In total our employees donated over $90,000 dunng the vear

* |nthe UK, we continue to donate funds to great causes through our

community foundation fund In total dunng 2011 we donated £75,000

to a range of good causes through this fund

* |n South Afnca, our Softline business continues to provide funding to
Afrika Tikdan, a leader in community development Our contnbution this

year was allocated towards an early chidhood development centre
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* Sage Day was once agan a focus for chantable actvities across our
offices with maore than 10,000 people taking part and 15 charties
benefithing from cash donations, employee volunteenng and
chanty events

Investing in the future

Much of our focus on CR remains on education and supporting young
people from disadvantaged backgrounds to develop essential Iife and
business skills We do this in two ways Firstly, we provide bursaries
through vanous organisations across our locations, for example,
Foundation Speranza® in Switzerand Secondly, we design and run
internal undergraduate and intemship programmes to give students
every opportunity to succeed in academic pursuits and to provide

them with an insight into their future careers

*  Foundation Speranza supports adolescents in their professional education Sage Switzerland

has provided internships of up to several months and s targeting 10 interns per year In
conjunction with the programme



Whilst our business has a low environmental impact, we seek

to minimise it by reducing our use of energy and by increasing
recycling wherever posstble. We achieve this through employee
education and awareness, as well as through appropriate
investment We have responded to the Carbon Disclosure
Project and are also a member of the FTSE4Good Index

Environment

Reporting carbon emissions the dentrfication of energy efficient measures to carry out dunng office
We have published data on our carbon emissions since 2009, and re-fits and refurtishments, monitonng our usage and Implementing
continue to improve our approach Carbon emissions dunng the year schemes within our businesses to target areas of high energy usage
were 26,773 tornes representing a reducton of 5% against the pror An example of this 1s Sage Spamn's Energy Efficiency Scheme rolled out
year due mainly to lower electncity consumption This reduction Is as last year The measures undertaken helped to reduce Span's energy

a result of a number of mibatives designed to increase efficiency 1 consurmption by 19% We intend to continue to monitor our carbon

and energy usage throughout the business to measure the effectiveness
of any further schemes that we implement and report on these In coming
years We also hope to continue to improve our approach to reporting
We are continually working to improve the environmental impact of our and disclosure, particularty as part of the Carbon Disclosure Project
current operations through a vanety of different measures These nclude

our energy usage and raise employee awareness so that they play
an active part In continuing to reduce our footpnnt

Sage Group’s global carbon footprint from energy (tCO,e) Total CO, emissions from energy
. (in nearest whole tonnes)
2011 2010
Europe 9,795 9,932*
North America 11,934 13,189
AAMEA 5044 5157
Total 26,773  28,278"

- Scope 1and scope 2 carbon emissions are measured from the electncity and gas paid For
together with the emisslons factors provided by the UK s Department for Energy and
Clmate Change ("DECC™) 1n order to caleutate our carbon footprint from this usage

It s our policy to report on offices with more than 25 employees

* 2010 energy Rgures for Spain have been restated due to a broken meter

MWh of energy used within Sage business

Reducing waste

We aim to promote recycling and the use of recycled matenals
throughout our orgarvsation We continue to work to reduce our print and
packaging volumes, the Increased use of auto-update technology as well
as the increase in the number of online business solutions and connected |
services will ad this objective We also believe that it 1s important for us
to manage our In-house activities to reduce waste Several of our local
businesses continue to develop arxd run pilot indiatives to reduce waste
and increase environmental awareness, including

* replacing paper bags with a Virtual Tote Bag at the Sage Summit
event n North Amenca resulting in a reduction of 150,000 prnted

pages,

¢ new Green Champions group formed in the UK helping to increase
recyching by over 250%, and

* aproect to change panting systems n Spain resulting in an 87%
reduction in the number of pnnters
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Governance

Board of directors

1 2
3 4
1 Anthony Hobson 2 Guy Berruyer 3 Dawd Clayton 4 Paul Harnson
Chatrman and non-executive director Chief Executve Officer Director of Strategy and Corporate Chief Financial Officer
Development

Tony Joined the Board in June
2004 and became Chamman in
May 2007 He s a chartered
accountant and an MBA who was
previously Group Finance Director
of Legal & General Group pic for
14 years untl 2001 He 1s currently
a non-executve director of

(Glas Cymru (Welsh Water),

Dyson bimited and Esure, and

18 Chairman of the Trustees of
Changing Faces, the leading UK
disfigurement chanty

Nomtnation Committee = Chairman
Remuneration Committee
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Guy joned Sage n 1997 to run
its French operation He was
appointed to the Board in January
2000 as CEO for s Manland
Europe business and n 2005
also tock charge of its Asian
operatons Guy succeeded

Paul Walker as Chief Executive

in October 2010 Pror to joning
Sage he was Country Manager
and then European Managing
Director for Intuit, the US software
company Premously he worked
at the French hardware company,
Groupe Bull, where he was a
Cirector of Marketing, and

Clans, as Southem European
General Manager

After a career In senicr executive
roles at a number of intemational
technology companies, David
joined BZW in 1995 where, after its
merger with CSFB in 1997, he was
Managing Drector and Head of
European Technology Research
untl 2004 He joined the Board in
June 2004 as a non-executive
drector before taking up his current
executive role In October 2007

In December 2009, David was
appointed to the Board of SDL

plc as a non-executive director

A chartered accountant, Paul
joined Sage in 1997 from Price
Waterhouse to become Group
Financial Controller He joined the
Board in Apnl 2000 as Chief
Financial Officer In May 2007,
Paul was appointed to the Board
of Hays plc as a Non-Executive
Oirector and, In Novernber 2011,
became the Senior Independent
non-executve director



5 6
7
8
5 Tamara Ingram OBE 6 Ruth Markland 7 lan Mason 8 Mark Rolfe

Independent non-executive director

Tamara, who joined the Board In
December 2004, 1s responsible
for WPP pic’s Procter & Garmnble
business worldwide She s also
Executive Vice President,
Executive Managing Director

of Grey Global, and sits on the
Development Board for the
Almeida Theatre

Audit Committee
Nomination Committee
Remuneration Committee

Senorindependent non-executive
director

Ruth 1s a non-executive director of
Standard Chartered plc, a member
of the Supervisory Board of
Arcadis NV and Chaiman of the
Board of Trustees of WRVS She
was formerly Managing Partner,
Asia for the internaticnal law firm
Freshfields Bruckhaus Dennger
and was appainted to the Board
n September 2006 becoming its
Senior Independent director in
March 2011

Audit Commuttee
Nomination Committee
Rermnuneration Committee — Chartnan

Independent non-executive director

{an joined the Board on

1 Novernber 2007  After working
with McKinsey & Co and The
Boston Consuiting Group, he
joined Electrocomponents plc

n 1985 as Drrector of Business
Devslopment becoming Group
Chief Executve in July 2001

He holds an MBA from INSEAD

Audit Committee
Nomtnation Committee
Remuneration Committee

Independent non-executve director

Mark joined the Board in
December 2007 After qualifying
as a chartered accountant wath
Coopers and Lybrand, Mark joined
Gallaher Group plc n 1986, where
he was Finance Director for seven
years, retinng n 2007 He s alsc a
non-executive director of Homby
plc, Barratt Developments pic and
Debenhams plc and Chaiman of
Lane, Clark and Peacock LLP

Audit committee — Chairman
Normination Commuittee
Remuneration Commuttee
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Governance

Executive Committee biographies

Ivan Epstetn
Chief Executive Officer, AAMEA

After spending five years at Pnce Waterhouse van co-founded
Softine In 1997 Softline was listed on the Johannesburg
Stock Exchange with cperations in South Ainca, Australia, the
USA and Canada Softline was delisted in 2003 upon is
acquisition by Sage van continued as CEO of the Southern
Hemisphere of Sage which includes Softine and Sage
Australa His role was expanded to cover the Middle East
and Asia in October 2010 tvan has been recognised for his
entrepreneunal attnbutes and contribution i South Afnca

and in 1999/2000 was the recipient of “South Afnca’s Best
Entrepreneur Award” awarded by Ernst & Young, and
continues to serve as a panel judge

Karen Geary
Group Human Resources Director

Karen Geary has more than 20 years of international MR
expenence across a vanety of ndustnes where she

has helped organisations through periods of large scale
change and integration She currently leads HR, Comporate
Communications and Brand for Sage globally Her sarly
career was spent at Monsanto Inc and Electrocomponents
plc She spent six years at Stena Line, the Swedish transport
and leisure operator, ultmately as HR Director for UK, France
and Ireland She has been in her current role at the Sage
Group plc for eight years, following five years as HR Director
for Sage n the UK

Klaus-Michael Vogelberg

Group Chief Technology Officer

Klaus-Michael Vogelberg was R&D Director and partner of
the German KHK Software group, acquired by Sage n 1997
In 2000 he joined the Group team to assist Sage operating
companies and the Board on software architecture and
technology strategy Between 2004 and 2007 Klaus-Michael
acted as R&D Director for Sage UK and Ireland, before taking
up his curent post of Group Chief Technology Officer

Biographues for Executive Committee members
also on the Board of directors can be found on
page 42
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Pascal Houlllon
Chuef Executve Officer, North Amenca

Pascal Houllon became CEO of Sage North Amenca in

Apnl 2011 He was CEO of Sage France from 1997 and in
2005 also took on responsibility for Sage in Belgium, Brazil,
Switzertand and Morocco He started his career as a systems
analyst for UAP Insurance and in 1987 Pascal co-founded
Sinequanon, a company that provided business management
solutions to SMEs He joned Sage n 1989 in sales and held a
number of management positions as a Regional Director and
Sales Director before leading the Sybel business when it was
acquired by Sage In 1995 For 9 years Pascal was Vice
President of Syntec, the French software and [T association

Alvaro Ramnirez
Chief Executive Qfficer, Europe

Alvaro Ramirez became CEQ of Sage Europe n January

2011 He joined Sage as CEQ of Sage Spain in 2003 after the
acquisition of Grupo SP, which he co-founded m 1989 Alvaro
grew Grupo SP to become the leader in Spain for entry-level
busness management software, with subsidianes in Portugal
and across Central and South Amenca Since joining Sags,
Alvaro has grown the Sparush business, both organically and
through acquisition, transforming it nto a market lkeadng
software company He studied in France and Spain, and holds
an M 8¢ in Telecommurucations Engineenng

Michael Robinson
Company Secretary and Group Legal Director

Michael Robinson was bom and educated in the North East
of England before leaving to stucly law at Oxford Uriversity
After qualifying as a solicitor, Michael spent 15 years at one
of the largest law firms in the UK, becoming a partner and
specialisng in a range of corporate finance work, including
floatations, mergers and acquisittons In 2002 he joined
Sage as Group Legal Director and Compary Secretary




Chairman’s introduction

The Board of Sage

is committed to the
highest standards of
corporate governance

Anthony Hobson, Chairman

Dear Shareholder,

The Board of Sage 1s committed to the highest standards of corporate govemance The Board provides
leadership to the business as a whole, having regard to the interests and views of its shareholders In this
report, | have looked to explan how the Board achieves these goals

This year the Board has faced a number of challenges, particularly the changes to key executive personnel
both at Board level and within the senior executive leadership of the Group This report also sets out the

Group's approach to these 1ssues together with the other challenges which have been faced over the
last 12 months

The year to 30 September 2011 1s the first year to which the UK Cormporate Governance Code (“the Code™
publshed in May 2010 has appled in full The Financial Services Authonty requires UK listed companies to
explan how they have applied the man pnnciples set out in the Code and whether they have complied
with the pnnciples set out wathin the Code throughout the financial year This report, therefore, sets out
how we have applied the Code and confirms our comphance with it throughout the year

| trust you will find the report informative and helpful

Anthony Hobson, Chairman

Annual Report & Accounts 2011 | The Sage Group ple | 45




Governance

Corporate governance

Statement of compliance

Throughout the year ended 30 September 2011, the Company has complied with the prowisions of the UK Corporate Governance Code (“the Code”)

published in May 2010

Governance framework

The vanous elements which compnse our governance framework are listed below, along with an overview of ther responsibilities

Nomination Commuittee

This Commuittee reviews the compositicn of the Board to ensurs it
remains approprate for the needs of the business and plans for its
progressive refreshing It leads the process for the identification and
selecton of new directors and makes recommendations to the

Board in respect of such appontments The Committee also makes
recommendations to the Board on the membership of its committees

Remuneration Committee

This Committee determines the policy for the remuneration of the
Chairman, executive directors, Cormpany Secretary and senicr executives
of the Group Further detalls on the Group's remuneration policy are
provided in the Remuneration report on pages 58 to 66

Audit Commuttee

The Audit Commitiee oversees the Company's financial reporting, nsk
management and intemal control procedures, and the work of its internal
and extenal auditors Further detalls on the activities of the Audit
Committes are provided on pages 49 to 50

Company Secretary

The role of the Company Secretary 1s to ensure good information flows
to the Board and its committees and between senior management and
non-executive directors He faciitates the inducton of new directors
and assists with professional development as required He also ensures
Board procedures are complied with and that applicable rules and
regulations are followed The Company Secretary is available to all
drrectors to provide advice and assistance, and Is responsible for
provding governance adwvice 1o the Board
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Internal audit

The internal audit function facilitates the identification of nsks and cames
out reviews and testing of the controls that are In place to mitigate those
nsks Further details of the work of intermal audt are provided on

page 49

External audit

The external audit function provides independent audit and review
Further detalls of the work of external audit are provided on page 49

Executtve Commuttee

This Committee Is chaired by the Chief Executive and 1s responsible for
overseang operations n the Group's regions and the Group functional
areas lt compnses the senior executives within the Group

Group functions

Certain specific administrative functions are controlled centrally at
Group level and report to the Board via various members of the
Executve Committee For example, Finance, Investor Relations, Tax
and Treasury report through the Chief Financial Officer Procedures are
clearly defined to ensure that the actmties of these functions reduce the
nsk profile of the organisation

Group policies

The Board 1s responsible for ensunng that adequate policies and
procedures are In place These are reviewed and amended as required to
ensure that they remain in ine with legislation and regulations and are
sufficiently robust to ensure approonate internal controls are maintained,
whilst also providing a suitable framework for the businesses and Group
functions within wiuch to operate



How our governance framework operates

The Board and its committees

The Charman in conjunction with the Chief Executive and Company
Secretary plans the agenda for each Board meeting That agenda 1s
Issued with supporting papers dunng the week before the Board meeting
1s held Board packs contan financial information and brefing papers on
the topics for discussion

Board mestings are held both nside and outside the United Kingdom at
operating companies of the Group Directers are also encouraged to visit
overseas operations on a regular basis This provides the Board and
indvidual directors wath the opportunity to broaden their understanding
of the business and the key markets in which it operates

The Board currently compnses the non-executive Chairman, the Chief
Executive, two other executive directors and four other independent
non-executive directors The roles of the Chairman and the Chief
Executive are guite distinct from one another and are clearly defined
m wiitten terms of reference for each role adopted by the Board and
avallable to shareholders on request to the Secretary at the registered
office and on the Company's website at www sage com

As can be seen from the directors’ biographies on pages 42 and 43,
the directors have a range of expenence and can bnng independent
Judgement to bear on 1ssues of strategy, performance, resources and
standards of conduct, which s wital to the success of the Group Itis the
balance of skills, expenence, Independsnce and knowledge evidenced
by the hiographies which ensures the duties and responsibiities of the
Board and its Committees are discharged effectively All drectors are
subject to re-election at each Annual General Meeting and, to give them
a full understanding of the business on appointment, new members of
the Board undergo a full, forrmal and tallored mduction to the Board The
Board has formally adopted a scheduls of matters specifically reserved
to 1t for decision which 1s avalable to shareholders on request to the
Secretary at the registered office and which 1s also avarlable on the
Company’s website at www sage com

The Company 1s also very supportive of the ams and objectives of the
Dawvies’ Report on Women on Boards The Board of Sage currently
compnses 25% women and the Company would expect to mantan a
smilar batance through 2013 to 2015 as the Board 1s refreshed dunng
this pencxd The Board must continue to provide strong leadership at
Sage and, therefors, the Company continues to appont only the most
appropnate candidates

The Board 1s responsible to shareholders for the proper management
of the Group To assist In this, training 15 also made available to drectors
and training needs are assessed as part of the evaluation procedure of
the Board, which s discussed below All directors have access to the
adwvice and seriices of the Secretary, who 1s responsible to the Board
for ensunng that Board procedures are followed and that applicable
rules and regutations are complied with The Secretary ensures that
the directors take independent professional advice as required at the
expense of the Company when i Is jJudged necessary to discharge
thexr respensibiives as directors The appontment and removal of the
Secretary 1s a matter for the Board as a whole

The Board meets formally not less than six times a year, revewing
trading performance, ensunng adequate funding, setting and monitonng
strategy, examining major acquisiticn opporturities and revewing regular
reports to shareholders In the year under review the Board met on six
occasions All drectors in ofiice at the tme attended all of these

Board meetings

The non-executive directors have a particular responsibility to ensure that
the strategies proposed by the executve directors are fully considered

In orcler to do this and to enable the Board as a whole to discharge its
duties, all directors receve appropnate information in advance of all
Board mestings

The Board recognises the importance of reviewing its practices and
performance on a regular basis To achieve this, the Board has evaluated
its performance and that of its committees and individual members at
meetings and also through the completion of detaled questonnaires
The questionnarres cover a range of Issues relating to the Board's

role and 1ts responsibilities, the conduct of Board meetings and the
structures in place to ensure that the Board has the opportunity to
debate fully areas of concern, the leadership and cutture of the Group
The questionnaires also consider Board communications, governance
and the performance of the Commitiees and ther members Completed
questionnarres are reviewed and considered by the Chairman and by
the Board as a whole The Chawrnan follows this review with meetings
with indnidual directors The Company Secretary also raises the areas
covered by the questionnares for discussion with key executives who
support the Board and the Commitiees and key advisers and reports
therr views to the Chaman

In the year under review, the directors were also assisted in ther
evaluation by an independent third party, Dr Tracy Long of Boardoom
Review Dr Long 1s entirely independent of the Group and performs no
other function for the Group other than assisting in directors' evaluations
Dr Long facilitated a Board workshop n order to assist the Board in its
own evaluation This workshop, and the completed questionnaires,
resulted in a number of 1ssues being tdentified, ncluding around the
procedures at Board meetings, which have since been addressed by
the Chairman

Under the Companies Act 2006 a director must avoid a situation where
he has, or can have, a direct or indirect interest that conflicts, or possibly
may conflict with the Company’s interests The Act allows drrectors

of public companies to authonse conflicts and potential conflicts, where
appropnate, where the articles of association contain a provision to

this effect The articles of association give the directors authonty to
approve such situations and to include other prowvisions to allow
conflicts of interest to be dealt with In order to address this issue, at
the commencement of each Board mesting, the Board considers a
register of interests and potential conflicts of directors and gives, when
appropnate, any necessary approvals
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There are safeguards which will apply when directors decide whether

to authonse a conflict or potential conflict First, only directors who have
no rterest In the matter being considered will be able to take the relevant
decision, and secondly, in taking the dectsion the directors must act

in a way they consider, In good farth, will be most likely to promote the
Company's success The directors are able to impose limits or conditions
when gving authonsation if they think this 1s appropnate These
procedures on conflict have been followed throughout the year and the
Board consider the approach to operate effectively

The Chawrman

The role of Charman of the Board cames a particular responsibility to
monttor and assess the corporate governance practices of the Group

The termss of reference for the Chairman of the Board ensure that this
role 1s quite distinct from that of the Chief Executive and are set out
on the Company's website at www sage com

To ensure a proper dialogue with directors, the Chairman of the Beard
holds meetings with the non-executive directors without the executive
directors to assess therr views In addition, the non-executive directors
have met without the Chaimman present to appraise the Chaman's
performance The Chaiman also ensures that sharsholder
communications and responses are discussed at each meeting of the
Board and that all shareholders have access to the non-executive
drectors, through a request to the Chaiman or the Secretary

The Semor Independent Director

MrT C W Ingram undertook the role of Senior Independent Director
until his retirerment from the Board at the Annual General Mestng on

2 March 2011 Ms R Markland took over the role from that point This
role provides a point of contact for those shareholders who wish to raise
1ssues with the Board, other than through the Chairman She i1s avalable
to consult with shareholders and also chars meetings of the non-
executive directors without the Chairman present

Commiuttees of the Board

The three committees of the Board deal with certain specific aspects

of the Group’s affairs These are the Remuneration Committee, the
Audit Committee and the Nomination Committee and detalls are set
out below Whilst the Board notes that all Independent non-executive
drrectors (other than the Chairman of the Board) are members of all
Board committees, it considers that the membership 1s appropnate

m ight of the Board’s policy that all ndependent non-executive directors
are given the opportunity to take part in the discussions of those
committees The terms of reference of the Remuneration, Nomination
and Audit Cornmittees are reviewed annually and are avallable on request
frorn the Secretary at the registered office of the Company or on the
Company’s website at www sage com The Secretary acts as secretary
to all the Committegs
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Remuneration Committee

The Rernuneralion Committee 1s chared by Ms R Markland

The other members of the Commuttee are the Chairman of the Board,
Mr A ] Hobson, and the other independent non -executive directors,
Ms T Ingram, Mr | Mason and Mr M E Rolfe

Under its terms of reference, the Committee meets at least four tmes in
the year In the year under review, nine meetings of the Committee were
held of which four were held on full notice and five were shorter mestings
held by telephone on a shorter notice All members n office at the tme
attended all the meetings other than Mr Mason who was unable to
attend one meeting and Ms T Ingram who was unable to attend three
meetings The Chief Executive may, by Inwtation of the Committee,
attend meetings (except when his own performance or remunerabion are
under rewew) but he 15 not a member of the Committee The Committes
15 responsible for making recommendations to the Board, within

agreed terms of reference, on the Company's framework of executive
remuneration The Committee determines the contract terms,
remuneration and other benefits for each of the executive direciors
inclucing performance share awards, performance related bonus
schemes, pension nghts and compensation payments The Commitiee
also monitors remunerabion for those senior executives below Board
level Remuneration consultants adwvise the Committee

The Board itself determines the rermuneration of the non-executive directors

In the year under review, the Committee addressed the remuneration
Issues related to a numiber of senior executive appointments and the
retrement of an executive director as well as its general review of
remuneration policies It paid particular attention to bonus arrangements
In support of the goals of the Group set out on pages 58 and 59

Details of the Company’s policies on directors’ remuneration are given in
the Remuneration repoit on pages 58 to 66, together with further detalls
of the Remuneration Committee




Audit Commuttee

The Audit Committee 1s chatred by Mr M E Rolfe The other members of
the Committee are ndependent non-executive directors, Ms R Markland,
Ms T tngram and Mr[ Mason

Mr Rolfe 1s a Fellow of the Institute of Chartered Accountants in England
and Wales and is considered by the Board to have the recent and
relevant financial expenence required for the prowvisions of the Code

The other members of the Committes have a wide range of business
expenence, which Is evidenced n ther biographies on pages 42 and 43
The Board makes appointments to the Committes

Full nduction traning 1s provided for new members and additonal traring
18 provided as and when required Hawing reviewed the composition of
the Committee in the year under review, the Board (s satisfied that the
Committee has the resources and expertise to fulfil effectively its
responsibilities, including those relating to nsks and controls

The main duties of the Committes, set out In its terms of reference, are to

* review and advise the Board on the Company’s intenm and annuat
financial statements, its accounting policies and on the control and
mitigation of its financial and business nsks,

+ review and adwise the Board on the effectveness of the Company’s
interna! control environment, Including its “whistleblowing” procedures,

+ review the nature and scope of the work to be performed by the
external and intemal auditors, the results of their audit work and of
the response of management,

» make recommendations on the appontment and remuneration of
external auditors and to monitor ther performance and ndependence,
and

= approve and monitor the palicy for non-audit services provided by the
external auditors to ensure that the iIndependence of the auditors I1s
not compromised

In order to fuffil its duties, the Committee receves sufficient, reliable
and tirmely mformation from management The terms of reference of
the Committee are reviewed on an annual basis and are avalable at
www sage com In its most recent revew the Commitiee was satisfied
that the terms enabled the Committee to fulfil ds responsibiites and
determined that no matenal changes were necessary

Meetings

The Committes invites executive directors, management, external and
internal auditors to attend meetings as it considers appropnate for the
matters being discussed

Work of the Committee

In the financial year, the Audit Committee met four times with all members
present on each occasion and reported its conciusons to the Board It

met prvately with the intermal and external auditors without executives
present It also met with executive management and executive directors

The Committee discharged its obligations in respect of the financial year
In the following ways

* Financial reporting
Dunng the year the Committee reviewed the intenm and annual
financial statements The Committee receved a repornt from the external
audttors setting out the accounting or udgemental Issues which
required its attention The auditors’ reports were based on a full audt
(Annual Report) and a high level review (Intenm Report) respectively

* Internal controls and nsk management
The Commuttee considered reports from intemal audit on the operation
of, and 1ssues ansing from, the Group'’s internal control procedures,
together with abservations from the external auditors and discussions
with senior management The Committee monitored the effectiveness
of the Group’s nsk management process, which considered the key
nsks, both financial and non-financial, facing the Group and the
effectiveness of the Group's controls to manage and reduce the impact
of those nsks

+ Internal audit
Internal audit actvities and responsibilities are prowvided by an
in-house internal audit team, supplemented under co-source
agreements by third party providers The role of Head of Internal
Audit 1s undertaken by the Group Risk and Assurance Director
who has a direct reporting IIne to the Audit Committee and its
Charmnan in order to ensume independence An intermal audit charter
15 also m place which outines the objectives, authonty, scope and
responsibihes of Internal audit Performance against this charter
15 reviewed on an annual basis

It 1s the role of internal audtt to advise management and the Board
on the extent to which systems of nternal control are effective The
mternal audit plan, which covers the scope, authonty and resources
of the function, 1s determined through a structured process of nsk
assessment and 1s approved by the Audit Committee

The nature and scope of the work of the nternal audit team was
reviewed and approved, the reports of results received and the
responses of management considered The plan set out at the
beginning of the year was achieved and the outcome of the work
was In line with expectations

+ External audit

The Audit Committee I1s responsible for the development, implementation
and monitonng of the Group's policy on external audit

The policy assigns oversight responsibiity for montonng the
independence, objectvity and compliance with ethical and regulatory
requirements to the Audit Committee and day-to-day responsibility
to the Chief Financial Officer

To assess the effectiveness of the external auditors, the Audit
Comimuttee reviewed

¢+ the external audtors’ fulfiment of the agreed audit plan and
any vanations,

¢ the robustness and perceptiveness of the auditors in their handling
of key accounting and audit judgerments and

+ the content of the external auditors’ Internal Control Report
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The scope, fee, performance and independence of the extemal auditor
are considered annually by the Audit Commuttes

The Commuttee 15 confident that the obyectmty and independence

of the auditors 15 not Impaired N any way by reason of their non-audit
work and has adopted controls t¢ ensure that this mdependence 1s not
compromised These controls include the continued monitonng of the
independence and effectivenass of the audit process

Audit partners are rotated every five years (with the most recent change
taking place in the year to 30 September 2010} A formal statement

of independence from the extemal auditors is receved each year In
additicn, the Audit Committes has adopted a specific policy on auditor
independence, drawing together the vanous existing Group policies in
this area This policy requires that there 1s full consideration of
independence 1ssues before any appointment of an employee or fonmer
employee of the auditor to a posthon wath the Group It expressly states
that the Group will not engage the auditors to undertake any work that
could threaten the independence of the auditors and prohibits the Group
from engaging the auditors to undertake certan types of senace, such
as, amongst others, human resources, legal and actuanat senices

The Committes believes that the Company receives particular benefit
from tax advice prowvided by its auditors, gven ther wide and detalled
knowledge of the Group and its intemational nature Executive
management has the discretion, {subject to certan financial Imitatons),
to obtan taxation services from the auditors without pnor refersnce to the
Audit Committee, subject to appraising the Audit Committee regularly of
the amount and nature of fees for such services Where these financial
lirmitations are exceeded, the approval of the Audit Committee 1s required
for such appointment The Group also receves taxation adwvice from
other large accountancy practices as and when appropnate

Non-audit services {other than in relation to taxation) may be undertaken
by the external auditors, subyect to the rules referred to above, with

all projects expected to cost in excess of an amount set by the Audit
Committes being approved in advance either by the Chairman of the
Audit Committee or by the full Audt Committee, depending on the
expected cost of the project The Chaiman of the Audit Committee may
require that such projects are put out to tender to a number of firms Itis
the poticy of the Committea to require that acquisition due diigence be
undertaken by firms other than the auditors unless conflicts of nterest for
comparable firms make this rmpractical At each mesting, the Committes
recenves a report from the external auditors providing an update on the
fees for non-audit services incurred since the previous meeting Where
the cumulative non-audit fees in the year are anticipated to exceed a
certain sum, the prior approval of the Audit Committes 1s required

In the year to 30 September 2011 the audit fee was £2 2m

The Company’s auditors, PrcewaterhouseCoopers ILLP, also perform
non-audit services for the Group (prncipally tax advice) over and above
the external audit The fees in relation to these services were £1 4m, all
of which was atinbutable to tax services (E1 1m to tax compliance work
and £0 3m to tax adwisory serices) Further details of fees pad to
audttors are set out on page 82

There are no contractual restrictions on the choice of the Committee

as to external audit and, having considered the services provided by

the current externat auditors, their ndependence and knowledge of the
Group and the factors referred to above, the Committee has determined
to recommend to the Board the reappointment of the audiors at the
Annual General Meeting in February 2012 In reaching ths decision, the
Committes also had regard to the likelhood of a withdrawal of the auditor
from the market The cument external auditors were appointed to that
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role in 1988 The Committee has determined that, providing the work

of the extermal auditors remans entirely satisfactory, formal consideration
of a tender process will be undertaken every five years, around the time
that the audtt partner 1s normally changed

The most recent change of audit partner occurred in the year to
30 September 2010 and, therefore, formal consideration of an audit
tender process ook place dunng the course of that year

The Committee gave full consideration to the performance and
independence of the auditors and after this review considered that a
tender process was not required given the processes already in place to
ensure iIndependence and the performance to date of the cument auditors

Nomination Committee

The Nomination Committee (s chatred by the Charman of the Board,
Mr A | Hobson and consists of the Charrman and four independent
non-executive directors, Ms T Ingram, Ms R Markland, Mr| Mason and
MrM E Rolfe Inthe absence of the Chairman of the Board, the Committee
1s chaired by the Senior Independent Dwector

The Nomination Committee meets not less than once a ysar Seven
meetings of the Committee took place In the year under review at which
all the members of the Committee 1n office at the tme were present other
than on one occasion when Mr Mason was unable to attend and three
cccasions when Ms Ingram was unable to attend

The Nominahon Committee i1s responsible for a number of matters
relating to the composition of the Board and its committees including
proposing candidates for appontment to the Board, having regard to its
balance and structure and considenng 1ssues of succession Recrutrnent
consultants are used to assist In the process The Nomination Committee
i1s also responsible for an annual review of the membership of the Board,
evaluaung the balance of skills, knowledge, expenence and dversity on
the Board and adwising the Board on any areas where further recrutment
may be appropnate It also considers the succession planring of the
Group for key executive personnel at Board level and below and
undertook a rewiew of this area in the year under review

The terms of reference of the Committee, avalable on www sage com,
require the Committee to have regard to dversity in considenng
appontments to the Board In making its decisions 1t has regard to the
diversity policy referred to on page 36

In the year under review, the Cornrmittee dealt with a number of Issues
relating to senior executive appantments and the retrement of an executve
director from the Board Details of these changes are referred to at 48



Internal control and nsk management

The Board 1s responsible for the operation and effectiveness of the Group's
system of internal controls and nsk management There 15 an ongoing
process for identifying, evaluating and managing the significant nsks faced
by the Group This process I1s managed on a day-to-day basis by the
Group Risk and Assurance Director and has been in place for the year
under review and up to the date of approval of this report 1t 1s regularly
reviewed by the Board and complies fully with the Turnbull gudance

The intemal control systems are designed to mest the Group’s particular
needs and the nsks to which it 1s exposed and by therr nature can only
provide reasonable but not absolute assurance agamnst misstatement or
loss The effectveness of this process has been reviewed by the Audtit
Committes, which reports its findings to the Board

Risk management processes and responsibihities

The processes used by the Audit Committee to review the effectiveness
of the system of Internal control nclude discussions with management
on significant nsk areas identified and the review of plans for, and results
from, iInternal and external audits

The Audit Committee reports the results of its review of the nsk
assessment process to the Board The Board then draws its colleciive
conclusion as to the effectiveness of the system of intemal control The
governance framework for sk management and the key procedures,
which the directors have established with a view to providing effective
internal control, are set out on the following page

The processes to identify and manage the key nsks to the success of the Group are an integra! part of the intemal controf ervironrment
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Risk management and key responsibilities

1 Executive Commttee
The Executive Committee 1s responstble for the identification, reporting
and ongoing managernent of nsks and for the stewardship of the nsk
management approach

The Executive Committee identifies and assesses the key strategic
nsks to the Group The output of the assessment 1$ sent to the Group
Board for review and to the country CEQs for inclusion in their nsk
assessment exercises

2 Country CEOs

Country CEOs are responsible for the identification, reporting and
ongaing management of nsks in ther respective countnes

The country CEOs faciitate their nsk assessment exercise with the key
strategic nsks and dentify the top five local nsks within therr country
The output of the assessment Is sent to regional management and
the Group Risk and Assurance Directar for review and challenge

3 Regional management and Group management
Regional management and Group management are responsible for
the reporting, challenge and ongoing managerment of nsks

Regional management, with support from the Group Risk and
Assurance Director, review and challenge the nsk information from
the countnes and agres the regional response to the key strategic
nsks and the top five region nsks Group management identify top
nsks from central functions (for example, tax and treasury) All outputs
are sent to the Group Risk and Assurance Director

4 Group Risk and Assurance Director
The Group Risk and Assurancs Director 1s responsible for the
facilitabion and implementation of the nsk management approach
throughout the Group and regions

The Group Risk and Assurance Director consolidates the regional nsk

_ reports and creates the Group Risk Report contamning the responses
to the key strategic nsks and the top five to ten “local” nsks for the
Group as a whole The Group Risk Report 1s sent to the Executive
Committee for review and challenge

5 Audit Committee
The Audit Committee 1s responsible for the independent review
and challenge of the adequacy and effectveness of the nsk
management approach

The Audit Committee review and challenge the Group Risk Report
The Group Risk Report 1s then submitted to the Group Board
for review

6 Group Board
The Group Board has overall responsibility for nsk management and
implermentation of the nsk management policy

The Group Board reviews the cutput from the Executve Committee
The nsk assessment exercise Is repeated six months later as an
update exercise

Dunng the year, new, more detaled nsk managerment processes and
procedures were established around the Group The new processes,
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as outined above, ensure that nsks are identrfied from a top down
strategic perspective as well as a bottom up local perspective Faciltated
nsk workshops have bean completed with the Executive Committee and
maor temtones around the Group The results from nsk management
actvities were previously reported to the Risk Committes However,

it 1s considered best practice that the Executive Committee take pnme
responsibiity for the management of nsk Therefore, the Group’s Risk
Committee has been disbanded Results from nsk management actmvties
are now reported and discussed drrectly with the Executive Committee
after each six monthly nsk management exercise

A “whistleblowing” telephone hotline service operates in many
operating companies in the Group (including all those N the UK and US)
allowing employees to raise 1ssues of concern in relaton to dishonesty
or malpractice on an entirely confidential basis Processes for the
confidential reporting of concerns exast in France, Germany and Spain
and the Group continues to seek the introduction of further telephone
hotlines where local legislation permits The Audit Committese receives
regular reports on any matters raised through these services and
monitors therr use throughout the Group  As a result of these structures,
the Board considers that it receves adequate information for the
identficaton and assessment of nsk

Financial reporting

In addition to the general iInternal controls and nsk management
processes descnbed above, the Group also has specific Internal controls
and nsk management systems to govern the financial reporting process
The requrements for producing financial nformation are governed by the
Group Accounting Manual, aganst which the Group's external auditors
review the financial statements Financial control requirements are set
out in a detalled Financial Controls Policy, wiich 1s subject to internal
audit reviews on an annual basis Any part of the Group not subject

to a specific internal audit review of financial controls in any given year

15 required to self-assess the effectiveness of ther financial control
environment Management representations covenng the compliance
with relevant policies and the accuracy of financial nformation are also
collated on an annual basis

Quality and integrity of personnel

The ntegnty and competence of personnel Is ensured through high
recrutment standards and the provision of subsequent traning and
development High quality personnel are seen as an essential part of the
control environment

Management structure

The Board has overall responsbility for the Group Each executve
drrector has been given responsibility for specific aspects of the Group's
affars A clearly defined orgarisational structure exsts within which
indivdual responsibilities are identified and can be monitored The
management of the Group as a whols 1s delegated to the Chuef
Executive, the executive directors and the Executive Committee

The Executive Committee meets reguiarly to agree strategy, monitor
performance and consider key business issues As part of its review,
It considers the nsks associated with the delivery of strategy and
important govemance 1ssues within the operating companies

Within the Group team, based in Newcastle upon Tyne, there are a
number of central administratve functions such as Group Treasury,
Corporate Communications, Group Legal and Business Development
These funcuons report to the Board through its executive members
and the members of the Executive Committes
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i > oen,  BNSUIE COMPLAnce wh Certan nformation that fuffils the requirements of the Corporate
govemamea:dlandards ;hmesepduesmvaamaSSMasﬁnanoe, data G Statement can be found in the Directors” report in the
protection and mergers and acquistions sections headed “Substantial shareholdings”, “Deadines for voting
The conduct of Sage's indmdual businesses Is delegated to the local nghts”, “Repurchasa of Shares”, “Amendment of the Company's articles
exacutive management teams Details of the authonty delegated to of association™, “Appontment and replacement of directors” and
local and regional management 1s set out 1n a delegation of authonty "Powers of the directors”™ and ars incorporated nto this corporate
matrx which 1s communicated to management throughout the governance section by reference

business These teams are accountable for the conduct and

performarnice of therr businesses within the agreed business strategy By order of the Board

They have full authonty to act subject to the reserved powers and

sanctoning kmits laid down by the Board and to Group policies

and guidelines

Internal audit [ A, Arat
The Group has an in-house iInfernal audit team supplemented under

co-source agreements with third-party prowders to revew compliance M Robinson

with procedures and assess the integnty of the control emaronment s 1

Internal audit acts as a sersice to the businesses by assisting wih the

continuous improvemnent of controls and procedures Actions are agreed 30 Navember 2011
In respense to ts recommendations and these are followed up by the

Audt Committee to ensure that satisfactory control is mantained

Budgetary process

A comprehensive budgeling system is in place, with annual budgets
for all operating subsidianes being approved by respective subsidiary
boards Subsequently the combined budget 1s subject to consideration
and approval by the Board Management inforrmation systems provide
the directors with relevant and timely Information required to monitor
financial performance

Investment appraisal (including acquisitions)

Budgetary approval and defined authonsation levels regulate capital
expendture As part of the budgetary process the Board considers
proposals for research and development programmes Acquesiion
actvity 1s subject to nternal guidelines governing Investment appraisal
cntena, financial targets, negotiation, execution and post-acquisition
management

Relations wath shareholders

Communication with shareholders 1s given hgh promty A full Annual
Report & Accounts is sent to all shareholders who wash to receve one
The Company also has a website (www sage com) which contans
up-to-date information on Group actmties and published financial results
There is reguiar dialogue with indmdual institutional shareholders and
thera are presentations to analysts after the Company’s announcement
of the year end and half-year resutts At each Board meeting, the

Board recetves an update on presentations to investors and any
communication from sharehclders to ensure that directors, both
executive and non-executve, have an understanding of therr vews

The Board uses the Annual General Meeting to communicate with private
and institutional investors and welcomes ther participation
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Governance

Directors’ report

The drectors present therr report together with the audited consolidated
financal statements for the year ended 30 September 2011

Principal activities

The Sage Group plc 1s a holding company The Group's pnncipal
actvities dunng the year continued to be the development, distnbution
and support of business management software and related products
and services for small and medium-sized enterpnses (*SMES”)

Bustness review

The Group achieved a profit before taxation of £330 8m on revenue
from continuing operations of £1,334 1m

The Comparkes Act 2006 requires us to present a far review of the
business of the Group dunng the year to 30 September 2011 and of the
paositton of the Group at the end of the financial year and a descnption

of the pnncipal nsks and uncertainties facing the Group The information
that fulfils the Companies Act requirements can be found in the following
parts of the report which are incorporated by reference Chaimman’s letter,
Chief Executive's review, Executve Committee, Our business model,
Market overview, Financial review, Key Performance Indicators, Pnincipal
nsks and uncertanties, Our pronties, Delivenng our pnomites, Pecple

and organisation, and Corporate responsibiity

The business review does not contan any iInformation about persons
with whom the Company has contractual or other amangements, which
are essential to the business of the Company, as in the directors view,
there are no such arrangements

Disclaimer

The purpose of this Annual Report is to provide information to the
members of the Company This Annual Report has been prepared for,
and only for, the members of the Company, as a body, and no other
persons The Company, its directors and employees, agents or advisers
do not accept or assume responsibility to any other person to whom
this document 1s shown or into whose hands 1t may come and any
such responsibility or hability 1s expressly disclamed

The Annual Report contains certan forward-looking statements with
respect to the operations, performance and financial condition of the
Group By ther nature, these statemeants involve uncertainty snce future
events and circumstances can cause results and developments to differ
matenally from those anticipated The forward-looking staternents reflect
knowledge and information avalable at the date of preparation of this
Annual Report and the Company undertakes no cobligation to update
these forward-looking statements Nothing in this Annual Report

should be construed as a profit forecast

Results and dividends
The results for the year are set out on page 69

Dvdends paid and proposed are set out on page 85 The Board
proposes a final dvidend of 7 O7p per share (2010 5 22p per share)
taking the proposed fuli year dvidend to 8 75p per share (2010 7 80p
per share)
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Statement by the directors on comphance with the
provisions of the UK Corporate Governance Code

The Company has been in full complance with the prowisions set out In
the UK Comporate Govemance Code throughout the year information
that fulfills the requirements of the Code can be found in the Corporate
governance report on pages 46 to 53 and is incorporated into this
Oirectors’ Report by reference

Going concern

The following statement has been included in accordance with the Listing
Rules Based on normal business planning and control precedures, the
directors have a reasonable expectation that the Company and the
Group have adequate resources to continue In operational existence for
the foreseeable future For this reason, the directors continue to adopt
the going concem basis 1n prepanng the accounts

Research and development

Dunng the year, the Group invested £151 9m (2010 £158 9m) in
research and development This has resulted in the release of a
number of new and updated products and features as referred to
In the Financial review

Charitable contributions and political donations

Dunng the year, chantable contrbutions totalling £0 5m were made
No poltical donations were made in the year

Directors and their interests

A st of directors, therr interests in the ordinary share capital of the
Cormpany, ther interast in 1ts long term performance share plan and
details of their options over the ordinary share capital of the Company

are given in the Remuneration report on pages 58 to 66 No director had
a matenal interest In any signficant contract, other than a senice contract
or contract for services, with the Company or any of its subsidianes at
any tme dunng the year

As at the date of this report, Indemnities {which are qualfying third party
ndemnity provisions under the Companies Act 2006) are in place under
which the Company has agreed to indemnify the directors of the
Company and the former directors of the Company who held office
dunng the year ended 30 September 2011, to the extent permitted

by law and by the Company’s articles of association, in respect of all
llabiities inctarred n connection with the performance of ther duties as a
director of the Company or its subsidianes Copies of these indemnities
are avallable for review at the registered office of the Comparny

Employment policy

The Group continues to give full and farr consideration to applications for
employment made by disabled persons, having regard to their respective
aptitudes and abiites The policy ncludes, where prachcable, the
contnued employment of those who may become disabled dunng ther
employment and the provision of training and career development and
promotion, where appropnate The Group has continued its policy of
employee Involvernent by making information available to employees

on matters of concen to them Many employees are stakeholders in the
business through participation in share option schemes and a long term
performance share plan Further detads of employment polcies are given
on pages 36 and 37



Creditor payment policy

Given the intemational nature of Its operations, the Group does not
operate a standard code n respect of payments to suppliers Subsidiary
operating companies are responsible for agreeing the terms and
conditions under which business transachons with therr suppliers are
conducted, Including the terms of payment It is the Group's policy to
ensure that suppliers are aware of those terms and that payments to
suppliers are made promptly n accordance with these terms  Creditor
days for the Group have been calculated at 49 days {2010 53 days)
The Company has no trade creditors (2010 £nil)

Substantial shareholdings

At 25 Novermber 2011, the Company had been notfied, n accordance
with the Disclosure and Transparency Rules, of the following interests in
the ordinary share capital of the Company

Name Direct shares % Indirect shares %  Total shares %
LLoyds Banking

Group plc 5,756,790 044 61,105949 462 66,862,739 506
Avva plc 66981616 507 - - 66981616 507
BlackRock Inc = - 75700610 574 75,700,610 574

In additien to the number of shares noted in the table above Awwva plc hold an additional 166,000
shares by way of contracts for difference and BlackRock, Inc hold 1 457 375 shares by way of
contracts for difference

Future developments

The Group's future developments are descnbed in the business review
onpages 11040

Share caputal

The Company has a single class of share capital which 1s dvided into
ordinary shares of 1p each

Rights and obligations attaching to shares

Voting

In a general meeting of the Company, subject to the provisions of the
Articles and te any special nghts or restnictions as to voting attached
to any class of shares in the Company (of which there are none)

* ona show of hands, a qualifying person (being an indmdual who
1s a member of the Company, a person authonsed to act as the
representative of a corporation or a person appointed as a proxy
of a member} shall have one vote, and

* 0n a poll, every member who is present in per:s'on or by proxy shall
have one vote for every share of which he or she 1s the holder

No member shall be entitled to vote at any general meeting or class
meeting N respect of any shares held by him or her if any call or other
sum then payable by him or her in respect of that share remans unpaid
Cumrently, alt issued shares are fully pad

Deadlines For voting nghts

Full details of the deadines for exercising voting nghts i respect of the
resolutions to be considered at the Annual General Meeting to be held on
29 February 2012 will be set out in the Notice of Annual General Meeting

Dwidends and distributions

Subyect to the provisions of the Companies Act 2006, the Company may,
by crdinary resohition, declare a dvidend to be pad to the members,

but no dwidend shall exceed the armount recommended by the Board

The Board may pay intenm dvidends, and also any fixed rate dividend,
whenever the financial position of the Company, in the opmion of the:

Board, justifies ts payment All dwdends shall be apportoned and paid
pro rata according to the amounts paid up on the shares

Ligudation

If the Company 1$ in hquidation, the iquidator may, with the authonty of
a special resolution of the Company and any other authonty required by
the Statutes (as defined in the Articles)

¢ dwde among the members in specie the whole or any part of the
assets of the Company, or

* vest the whole or any part of the assets in trustees upon such trusts
for the benefit of members as the kquidator, with the ke authonty,
shall think fit

Transfer of shares

Subject to the Articles, any member may transfer all or any of his or her
certificated shares by an nstrument of transfer in any usual form or in any
other form which the Board may approve The Board may, in its absolute
discretion, decline to register any instrument of transfer of a certificated
share which i1s not a fully paid share or on which the Company has a lien
The Board may also decline to register a transfer of a certificated share
unless the instrument of transfer 1s () left at the office, or at such other
place as the Board may decide, for registration, and (i) accompanied by
the certificate for the shares to be transferred and such other evidence

(f any) as the Board may reasonably regjurre to prove the title of the
intending transferor or his or her nght to transfer the shares

The Board may permit any class of shares in the Company to be held

in uncertificated form and, subject to the Articles, title to uncertficated
shares to be transferred by means of a relevant system and may revoke
any such permission Registration of a transfer of an uncertficated share
may be refused where permitted by the Statutes (as defined in the Articles)

Repurchase of shares

The Company obtained shareholder authonty at the last Annual General
Meeting (held on 2 March 2011} to buy back up to 131,736,058 ordinary
shares, which remains cutstanding until the conclusion of the next Annual
General Meeting on 29 February 2012

The minimum pnce which must be pad for such shares 1s 1p and the
maximum price payable is the higher of 5% above the average of the
mid-market pnce of the ordinary shares of the Company as denved from
the London Stock Exchange Daily Official List for the five business days
immediately before the purchase 1s made and the amount stipulated by
Article 5(1) of the Buy-back and Stabiisation Regulation 2003 (in each
casa exclusive of expenses)

On 30 September 2011 the Group appointed Deutsche Bank AG to
manage an imevocable buyback programme dunng the closed penod
which commenced on 4 October 2011 and will run up to 30 November
2011 From 4 Qctober 2011 to 25 November 2011, the latest practical
date pnor to publication of the Annual Report & Accounits, 7,495,884
ordinary shares of 1p each were repurchased through Deutsche Bank AG
at an average pnce of 269 20 pence per share The highest and lowest
pnces paid for these shares were 275 00 pence per share and 247 60
pence per share respectively The purchased shares will all be held as
treasury shares The total number of ordinary shares in 1ssue (excluding
shares held as treasury shares) at 25 November 2011 1s 1,316,481,232

Amendment of the Company’s articles of association

Any amendments to the Company's articles of association may be made
n accordance with the provisions of the Companies Act 2006 by way of
special resolutton
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Governance
Dwrectors’ report continued

Appointment and replacement of directors

Directors shall be no less than two and no more than 15 in number
Drrectors may be appointed by the Company by ordinary resoluton or
by the Board A director appointed by the Board holds office onfy untd
the next Annual General Mesting and 1s then eligible for election by the
shareholders The Board may from time to time appoint one or more
directors to hold employment or executive office for such penod (subject
to the Comparies Act 2006) and on such terms as they may determine
and rnay revoke or terminate any such appointment

Under the Articles, at every Annual General Meeting of the Company,
every director shall retire from office (but shall be eligible for election or
re-election by the shareholders) The Company may by special resolution
{or by ordinary resolution of which special notice has been gven) remove
and the Board by unanimous decision may remove any director befors
the expiration of his term of office The office of director shall be vacated
i () he or she resigns, {ii} he or she Is or may be suffenng from a mental
disorder, (i) he or she 18 absant without permission of the Board from
miestings of the Board for six consecutve months and the Board resolves
that his or her office 1s vacated, {v) he or she becomes bankrupt or
compounds with his or her creditors generally, {v) he or she 1s prohibited
by law from being a director, or (vi) he or she is removed from office
pursuant to the Articles

Powers of the directors

The business of the Company wil be managed by the Board who may
exercise all the powers of the Company, subject to the provisions of the
Company's memorandum of association, the Articles, the Companies
Act 2006 and any ordinary resolution of the Company

Shares held in the Employee Benefit Trust

The trustee of the Sage Group plc BErmployee Benefit Trust (“EBT") has
agreed not to vote any shares held in the EBT at any general meeting

If any offer 1s made to shareholders to acquire ther shares the trustee will
not be obliged to accept or reject the offer in respect of any shares which
are at that time subject to subsisting awards, but will have regard to the
interests of the award holders and will have power to consult them to
obtain their views on the offer Subject to the above the trustee may

take the action with respect to the offer it thinks fair

Significant agreements

The following significant agreemenis contain provisions entithing the
counterparties to exercise termination or other nghts in the event of a
change of control of the Company

Under a dual tranche US$271,000,000 and €214,000,000 five year
midti-currency revolving credit faciity agreement dated 24 August 2010
between, amongst others, the Company and Lioyds Banking Group plc
(as facility agent), on a change of control, if any indwidual lender so
requires and after having consulted with the Company in good farth for
not less than 30 days following the change of control, the facility agent
shall, by not less than 10 business days’ notice to the Company, cancel
the commitment of that fender and declare the participation of that lender
in all outstanding loans, togsether with accrued interest and all other
amounts accrued under the finance documents, immediately due and
payable, whereupon the commitment of that lender wilt be cancelled and
all such outstanding amounts will become immediately due and payable
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Under a note purchase agreement dated 11 March 2010 relating

to US$200,000,000 senior notes, Senes A, due 11 March 2015,
US$50,000,000 senior notes, Senes B, due 11 March 2016 and
US$50,000,000 senior notes, Senes C, due 11 March 2017 between the
Company and the note holders, on a change of control, the Company
will not take any action that consummates or finalises a change of control
unless at least 15 business days pnor to such action it shall have gven

to each holder of notes wntten notice contaiming and constituting an

offer to prepay all notes on a date specified in such offer which shall be

a business day occumng subsequent to the effective date of the change
of control which 1s not less than 30 days or more than 60 days after the
date of the notice of prepayments Where a holder of notes accepts the
offer to prepay, the pre payment shalt be 100% of the pnncipal amount
of the notes together with accrued and unpad interest thereon and shall
be made on the proposed prepayment date No pre payment under a
change of control shall include any premium of any kind

Under the terms of both agreements, a “change of control” occurs if any
person or group of persons acting in concert gains control of the Company

Statement of directors’ responsibilities

The directors are responsible for prepanng the Annual Report, the
Remuneration report and the Group and parent Company financial
statements In accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for
each financial year Under that law the directors have prepared the Group
financial statements in accordance with International Financral Reporting
Standards (“IFRSs”) as adopted by the European Union and the parent
Company financial statemeants in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law) Under Company law the directors must
not approve the financial statements unless they are satisfied that they
gve a true and far view of the state of affars of the Company and the
Group and of the profit or loss of the Group for that pencd

in prepanng these financial statements the directors are required to

* select sutable accounting policies and then apply them consistently,
* make judgements and estimates that are reasonable and prudent,

» state whether IFRSs as adopted by the European Umon, and
applicable UK Accounting Standards have been followed, subject
to any matenal departures disclosed and explained in the Group
and parent Company financial statements respectively,

* prepare the financial statements on the going concern basis, unless it
IS Inappropnate to presume that the Company will continue in business

The directors are responsible for keeping proper accounting records

that disclose with reasonable accuracy at any trre the financial posiion

of the Cormpany and the Group and to enable them to ensure that the
financial statements and the directors’ remuneration report cormply with

the Comparres Act 2006 and, as regards the Group financial statements,
Article 4 of the IAS Regulation They are also responsible for safeguarding
the assets of the Company and the Group and hence for taking reasonable
steps for the prevention and detection of fraud and other megulanties

Each of the directors, whose names and functions are listed in the
Board of directors on pages 42 and 43, confirms that, to the best
of ther knowledge



+ the Group financtal statements, which have been prepared in
accordance with IFRSs as adopted by the BEU, give a trse and fair
view of the assets, habilties, financial position and profit of the Group,
and

* the Directors’ report inciudes a far review of the development and
performance of the business and the postion of the Group, together
with a descnption of the prncipal nsks and uncertainties that it faces

Each of the persons who 15 a director at the time of this report

confirms that

» 30 far as the director 1s aware, there 15 no relevant audt nformation
of which the Company's auditors are unaware, and

» the director has taken all the steps thal he or she ought to have taken
as a director In order to make himselfherself aware of any relevant
audit information and 1o establish that the Company's auditors are
aware of that information

This confirmation s given and should be interpreted in accordance

with the prowisions of section 418 of the Comparues Act 2006

Financial nsk management

The Group's exposure to and management of capital, iquidity, credit,
interest rate and foreign cumency nsk are summansed below Further
detail can be found in note 13 of the accounts

Capital risk

The Group's objectives when managing capital {defined as net debt
plus equity) are to safeguard the Group's ability to continue as a going
concearn in order to prowide returns to shareholders and benefits for
other stakeholders, while optimising return to shareholders through an
appropnate balance of debt and equity funding The Group manages
its capxtal struciure with respect to changes in economic conditions
and the strategic objectives of the Group

Liquuchity risk

The Group manages its exposure to ligudity nsk by reviewsng the cash
resources required 1o meet ts busness objectives through both short
and long-term cash flow forecasts  The Group has committed bank
faciities which are available to be drawn for general comorate purposes
including working capital The Group's Treasury function has a policy of
optimising the level of cash in the businesses in order to miniMise
extemal borrowings

Credit nisk

The Group's credit nsk pnmarily anses from trade and other recesvables
The Group has a very low credit nsk due to the transactions being
pnncipally of a hugh volume, low value and short matunty The Group has
no significant concentration of credit nsk, with the exposure spread over
alarge number of counterparties and customers Continued strong credit
control ensured that in the year ended 30 September 201 1 we did not
see a detenoration in days’ sales outstanding The credd nsk on liqud
funds 1s considered to be low, as the Audit Committee approved Group
Treasury Policy fimits the value that can be irnvested with each approved
counterparty to minimise the nsk of loss All counterparties must meet
rurvmum credit rating requrements

Interest rate risk

The Group ts exposed to interest rate nsk on floating rate deposits
All pancrpal bormowings, the private placement lean notes, are at
fixed interest rates A 30 September 2011, the Group had £118 5m
of deposits

The Group regularty reviews forecast debt, deposits and interest rates

to mondor this nsk. Interest rates on debt and deposits are fied when
rmanagement decide this 1s appropnate At 30 September 2011 the
Group’s pnncipal barrowings compnsed US prvate placement loan notes
of £192 8m (2010 £190 4m), which have an average fixed mierest rate
of 4 6%

Forewgn currency risk

Although a substantal proportion of the Group's revenue and profit Is
eamed outside the UK, subsidianes generally only trade in therr own
currency The Group s therefore not subject to any significant foreign
exchange transactional exposure within these subsidianes The Group's
pancipal exposure lo foreign currency, therefore, lies in the transtation of
overseas profits into Sterling

This exposure 1s partly hedged to the extent that these profits are offset
by interest charges in the same curency ansing from the financing of the
nvestment cost of overseas acquisiions by bomowings in the same
currency The Group Is also exposed to a foreign exchange transaction
exposure from the conversion of sumplus cash generated by its prncipal
overseas subsidianes Dunng the year this nsk was partially migated by
repaying debt in the same cumency as the surplus cash to provide a
natural hedge

The Group's US Dollar denominated bormowings are designated as a
hedge of the net nvestment in its subsidianes in the USA. The foreign
exchange movements on translation of the borrowings into Sterling has
been recogrised in exchange reserves

The Group’s other currency exposures compnse only those expasures
that give nse to net curency gains and losses to be recogrised in

the income statement Such expaosures reflect the monetary assets

and fabdiities of the Group that are not dencminated in the operating

{or “functional”} currency of the entity mvolved At 30 September 2011
and 30 September 2010, these exposures were Immatenal to the Group

By Order of the Board

N Ao

M) Robinson, Secretary
30 November 2011
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Governance

Remuneration report

This report sets out the remuneration policy and remuneration detafls

of the executve and non-executive directors of the Company The report
has been prepared n accordance with Schedule 8 of The Large and
Medium-sized Companies and Groups {Accounts and Reports)
Reguiations 2008 and also meets the requirements of the bisting Rules
of the UK Listing Authorty

Composition and terms of reference of the
Remuneration Committee

The Remuneration Committee consists of non-executive drectors
considered by the Board to be Independent, and the Chairman
of the Board

The current members of the Remuneration Committee are

Ms R Maridand {Chaur), Mr A J Hobson, Ms T Ingram, Mr | Mason

and Mr M E Roffe All members of the Committee have been members
throughout the year In additon, Mr T C W Ingram was a member

of the Committee dunng the year untll 2 March 2011 when he ceased
to be a director

The Committee adwises the Board on remuneration policy, and defined
remuneration packages for executive directors, the Chairman and other
members of senior management The Committee works within detailed
terms of reference, copies of which are available on request from the
Secretary and on the Company’s website at www sage com

Adwvisers to the Remuneration Committee

The Remuneration Commitiee continues to receve advice from Delottte,
an mdependent firm of remuneration consultants apponted by the
Commuttee after consuttation with the Board Dunng the year, Deloitte’s
executive compensation adwiscry practice advised the Committee on
developments in market practice, corporate govemance and institutional
Investor views, as well as providing specific advce 1n connection with
indmdual executive appeintrent termns and the development of the
Company’s Incentve arrangements Dunng the financial year, the wider
Delottte business provided Imited tax advice, speaific corporate finance
support in the context of merger and acquisttion activity and unrelated
corporate advisory services

The Committee recaves assistance from Ms K Geary {Group Director

of Human Resources), Ms R Fyfie (Director of Performance and Reward)
and Mr M J Robinson (Company Secretary), who may attend meetngs

by mnmwvitation, except when matters relating to their own remuneration are
beng discussed The Chaman does not participate in discussions relating
to his own remuneration The Committes met 9 tmes dunng the year
Attendance 1s detaled on page 48
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Remuneration policy

The Remuneration Committee, In seting remunierabon policy, recognises
the need to be competitive In an intemational market The Committee’s
pelicy 1s to set remuneration levels which ensure that the executive
directors are fardy and responsibly rewarded in retum for hugh levels of
performance Remuneration policy s designed to support key business
strategres and to create a strong, performance cnentated environment

At the same time, the policy must attract, motvate and retain talent In
setting remuneration levels for the execuive directors, the Committee
takes account of the remuneration policy and practice apphcable to other
Group employees, and by recemng mnformation on bonus fevels and base
salary reviews for other managers around the Group

The Remuneration Committee considers that a successful remuneration
policy must ensure that a significant part of the remuneration package 1s
linked to the achievement of stretching corporate performance targets
The policy adopted by the Committee ensures that a significant proportion
of the remuneration of executives 1s aligned with corporate performance,
generating a strong algnment of interest with shareholders

The chart below illustrates the anticipated mix between fixed and vanable
pay for executive directors under Sage's current remuneration policy

Around 75% of each executve’s total compensation value 1s
delivered through performance-related incentives, and is therefore

“at nsk” If stretching performance targets are not achieved At “target”
levels of performance, more than 50% of the package remains
performance-related




Components of executive director compensation

Component Ratonale

Base salary

To provide broadly market competiive base pay compared with companes of a smilar size and intemational scope

{in particular those within the FTSE 100, excluding the top 30, with a significant proportion of revenue generated from
overseas activibies) whilst also considenng corporate performance and pay increases for employees throughout the Group

Annual bonus
of the business strategy

Designed to reward outstanding performance against financral and quantiiable metncs that demonstrate the delvery

Bonus 1s Inked to demanding strategic targets for the Group and for the indwdual operating companies, the meeting
or out-performance of which is a significant achievement

Bonus deferrat

To strengthen the link between short-term decision makeng and reward with long-term value creation, and to support the

shareholding requirements applicable to all executive directors

Performance share plan

Designed to establish a motivational and performance-onentated structure that focuses on the creation of shareholder

value, through the debvery of strong financial (EPS) and market (TSR} performance

Pension To provide & competitive retirement benefit, In a way that manages the overall cost to the Company
Benefits To provide a competitive and cost-effective benefits package appropnate to the role
Base salary in kne with the other executive directors, with the balance (35%) relating

Gong forward, the cycle for director salary reviews will be aigned with

the calendar year (reflecting the review cycle for the wider workforce)
Accordngly, any ncrerment awarded by the Committes will take efiect
from January 2012 rather than the start of the financial year In considenng
any potential salary increases, the Committee takes full account

of proposed pay 1ncreases for employees throughout the Group
Accordingly, t1s anticipated that executive directors will receve salary
ncreases of between 2 5% and 3%, from January 2012, reflecting the
level of salary budget increases In our key employment markets

Annual bonus

The maximum bonus potential 1s 125% of salary {with “target” set at 75%)
for executive directors

Bonus structure and outcomes for 2011

For 2011, the bonus structure for Group executive directors wathout
dmstonal responsibilities {Guy Berruyer, Paul Hamson and David Clayton}
was as follows 75% based on Group profit before tax and amortisation,
20% based on revenue growth, and the balance of 5% based on
quantifiable customer metncs For regional CEOs {Paul Stobart) 25%

of bonus was based on Group profit before tax and amortisation, 50%
on EBITA of the relevant operating company or companies, and the
remanng 25% on iIndwdual strategic objectives

In respect of performance for 2011, the Committes considered the level

of financial performance achieved against the targets set at the start of the
year and confimmed the bonus awards for executive directors as shown in
the emoluments table on page 63 These represent bonus payments that
are ahead of “target” (but significantly below the maxmurm) bonus levels
for ndmiduals subject to the Group measures These outcomes reflect
strong performance for the Group in both profitabiity and revenue We
achieved Group profit before tax growth of 8% and revenue growth of 4%,
as well as year-on-year Improvemnent aganst our customer metncs

Bonus structure for 2012

Following review by the Committee, the bonus structure for 2012 has
been rebalanced to mprove the focus on growth n profits, supported by
organic revenue growth, in a way that 1s consistent with the medium-term
cbjectives set for the business

For Paul Hamson and Guy Berruyer, the greater proportion of the bonus
remains weighted to profitability (55%), with the weighting gven to organic
revenue growth {45%) increased from that which applied in the pnor year
to reflect the strategic importance of growing the Group's business Dawd
Clayton now has responsibility for the Sage Pay business Accordingly,
65% of his bonus opparturity relates to the Group performance metncs,

to organic revenue growth and EBITA margin for the Sage Pay business
The Committee has determined that no bonus will be payable for
achievernent against the revenue growth metnc unless a predetermined
profit underpin is achieved

Targets for both metnes are set at the start of the finanaal vear In
confiming benus outcomes, the Committae will review undertying
business performance to ensure, In particular, that growth in revenue
Is consistent with delivenng value to shareholders over tme

The Committee believes that this structure will ensure that the annual
Incentive 1s directly aligned with the Group's current strategic pnorties

Bonus deferral

Where any bonus Is awarded in excess of 75% of salary, 25% of that
excess Is to be satisfied in deferred shares if the executive director has
not yet achieved the target holding of shares Deferred shares will only
be released after three years to the relevant executive director and wall
be generally at nsk of forfesture if the executive director leaves within the
deferral penod

Performance Share Plan

The Committee established the Performance Share Plan (“the Plan”

or “PSP" as the Group’s main long-tenm equity ncentive to dnve financial
and market performance The structure of awards and the manner in
which performance conditions apply are discussed below

The indmdual lirit on award levels under the Plan 1s 300% of salary PSP
awards wil normally have a maximum value on award of 210% of salary
This represents a “core” award to the value of 140% of salary, which,
maxmum EPS growth 1s attained, and TSR performance 1s ranked upper
quartle aganst the comparator group, could nse to 210% of salary (based
on the face value at grant)

The Committee would expect to consutt with shareholders If awards were
to be made routinely above curent levels

The Committee expects to make long-term incentive (“LTI") awards
under the current PSP in 2012 However, the Committee intends to
commission a review of the current LTI arrangements dunng the course
of the financal year, 10 ensure that these continue to meet the needs

of the business and prowde an appropnate and effective Incentve to
deliver on the Group’s strategic objectives Depending on the outcomes
from this review, the Company will consult with a representative group

of its institutional shareholders to the extent that any changes are matenal
or otherwise require shareholder approval ahead of the Annual General
Meeting n 2013
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Remuneration report continued

Pension

All the executive directors’ pension arrangements are defined contnbution,
with a standard contnbution rate of 25% of base salary {only) subject,
where appropnate, to imits set by HM Revenue & Customs {"HMRC")

An indiidual may elect to receive some of their pension contribution as

a cash allowance {which I1s not consolidated with base salary, and does
not impact bonus or LTl award levels} No components of remuneration,
other than base salary, are pensionable

Benefits

Benefits at executive director and senior executive level reflect local market
nomns, and typically compnse a car benefit (or cash eqgunvalent), private
medhcal insurance, pemanent health insurance, and Iife assurance

Vesting information for long-term incentives

Long-term ncentive awards are made under the Performance Share Plan
and vest on the following basis

A sidng scale based on EPS s used 25% of the award vests at the end
of the pencd f the increase in EPS exceeds RPI by 9% over the penod,
100% of the award vests at that tme only f RPl i1s exceeded in that pencd
by 27% Awards vest on a straight-ine basis between these targets, and
if those targets are not met there 1s no opportunity for re-testing

Awards are also subject to a TSR “multipler” whereby the level of vesting
based on EPS achievement 1s adusted according to TSR performance
over the same three-year penod compared with a group of intemational
software and computer services companies (isted below}

» If Sage's TSR 1s ranked at lower quartile n the group, the multipher
15075,

» If Sage's TSR s ranked at median in the group, the muttipler 1s 1, and

» if Sage's TSR s ranked at upper quartie in the group, then the
mutipleris 1 5

Straight-line pro-rating apples between 0 75 and 1, and between 1 and
1 5, but the mutiplier cannot be higher or lower than these figures

The minmum £PS growth performance required has been set at RPI+9%
In light of business strategy and market expectations

The Comrittee considers that this level of EPS growth would represent
robust performance in the market The proportion of award that will vest
for this level of EPS growth 1s 25%, before TSR performance 1s
considered

The Remuneration Committee considers that this matnx approach to
perfomance conditicns is appropnately demanding at this time and
provides the best incentive for the generation of shareholder value EPS
growth has been chosen because it requires executives to produce
sustained mprovement in the undertying performance of the Group, TSR
has been chosen as it helps to align the nterests of award holders with
shareholders and complements the focus on Group financial results In the
annual benus plan

Wherever used in this Remuneration report, EPS refers to eamings per
share before amortisation or imparment of ntangible assets, exceptional
terns, or amounts witten-off iInvestments and is on a foreign currency
neutral basts This measure has been selected since the timing of
acquisthons can be unpredictable, with the resutt that the amortisation
charge in respect of Intangible assets Is Inherently difficult to budget

The neutralised foreign currency basis has been selected as the Board
considers this 1o be consistent with the presenialion and assessment

of results by shareholders
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The comparator group for awards to be made in the year to
30 September 2012 for TSR purposes will compnse the following
companies

- Adobe Systems - Exact - Misys

- ARM Holdings — Inturt — Oracle

- Blackbaud - Logica — Salesforce com
— Cap Gerniry - Micro Focus — SAP

- Cegd International — Software AG

- Dassault Systemes - Microsoft

The Committee will keep under review the comparator group to ensure
that it remans appropnate

For comparator companies fisted overseas the TSR s calculated

In local currency since this 1s considered to give a better reflection

of the undertying performance of the comparator companies over the
performance pencd The Committee will continue to review whether
this treatment is appropnate

Fees of non-executive directors

The remuneration palicy for non-executive directors Is determined
by the Board (excluding the non-executive directors) The fees of the
non-executive directors are reviewesd every two years

For the year ended 30 September 2011, the basic fee 1s £55,000
Committee membership fees are not pad The charmanship fees are
£13,000 and £17,000 for the Remuneration and Audt Commitiees
respectively The fee for the Senior Independent Director is £10,000
Following this year's review, there will be no changes to the current fee
levels and structure for 2012

In refation to the Chaiman of the Board, remuneration 1s positioned by
reference to the median fees for non-executive chars of companies of a
comparable size and complexaty The Chamman'’s service agreement was
reviewed and renewed with effect from 1 October 2010 Following the
review, there has been no ncrease to his annual fee of £270,000

Nor-executive directors are not entitled to participate in any bonus,
long-term incentive or pension schemes

All-employee share schemes

UK based executive directors are enlitled to participate n The Sage Group
Savings-Related Share Option Plan {the “SAYE Scheme”) which is an
all-employee plan Mr G S Berruyer currently holds units granted under the
Sage Plan d'Epargne d'Entrepnse ("PEE"), which 1s an all-employee plan
designed to enable French employees to acquire shares in the Company
at a discounted pnce under termns comparable to those offered to UK
employees under the SAYE Scheme

Directors’ shareholdings

The Commmittee believes that all executve directors should hold a
substantial number of shares in the Company |t is, therefore, its policy
that all executive drrectors over time hold shares equivalent in value

to 150% of ther annual salary Unti the required holding 1s achieved,
executive directors will be expected to retan (net of any shares sold
to meet the tax hability in respect of them) at least 509% of

+ shares recewved as deferred bonus,

¢ shares rasulting (et of evercise costs) from the excraise of share
options granted from December 2004 onwards, and

» perforrance shares receved under the PSP




Service contracts

In relation to contracts with executive directors, the Rermuneration
Commuittee aims 1o set notice penods that are no longer than one year

At every Annual General Meeting of the Company, every director shall
retire from office (out shall be ehgible for election or re-election by the
shareholders) The appointment of the non-executives 1s for a fixed term
of one year, dunng which penod the appointment may be terminated by
the Board on notice, ranging from six to 12 menths There are no
provisions on payrment for earty termination in therr letters of appointment

Directors’ contracts and compensation

All executive directors have service contracts, which may be terminated
by the Company for breach by the executive or by gvng 12 months'
notice There are no pre-determined special provisions for directors with
regard to compensation in the event of loss of office, with compensation
based on what would be earmed by way of safary, pension entrfernent
and other benefits over the notice penod In the event that a contract I1s
to be terminated, payments to the executive director may be staged over
the notice penod, the contract terminated and payments made in lieu of

notice at the same time as salary would have been paid throughout the 12
moenths’ notice pencd There I1s no automatic entifement to annual bonus
or outstanding awards under share incentrve plans Non-executive
directors’ appointments may be terminated without compensation other
than in respect of feas dunng the notice penod

Details of the contract of service or contract for services of each person
who has served as a drector of the Company at any time dunng the

The Remuneraton Committee reviews the contracts of executives on an
annual basis to ensure they are in Ine with policy and market practice

The service contracts of executive directors and the letters of appointment
of non-executive drrectors prohibit the disclosure of confidential
information relating to the Group both dunng the term of the contract and
after its termination The letters of appaintment of non-executive drrectors
and service contracts of executive directors are avalable for inspection at

the Company's registered office dunng normal business hours and will be financial year are set out below
avatable at the Annual General Mesting

Unexpired term of contract on

30 September 2011, or cn date
Director Date of contract of contract if later Notice period under contract
Executive directors
G S Beruyer 1 October 2010 12 months 12 months from the Company and/or indnadual
D H Clayton 25 July 2007 12 months 12 months from the Company and/or ndmdual
P S Hamson 1 Apnl 2000 12 months 12 months from the Company and/or ndmdual
P L Stobart 26 September 2003 See note below Ses note below
Non-executive directors
A J Hobson 30 September 2010 2 years 12 months from the Company and/or ndmdual
T Ingram 25 November 2010 2 years 8 months from the Company and/or 1 month from indvidual
T C W Ingram 3 March 2010 0 months 6 months from the Company and/or 1 month from indmdual
R Markland 13 September 2009 1 year 6 months from the Company and/or 1 month from Indwvidual
| Mason 30 Septermber 2010 2 years 6 months from the Company and/or 1 month from indmdual
M E Rolfe 25 November 2010 2 years 6 months from the Company and/or 1 month from indmdual
Notes

+ TG W ingram ceased 1o be a drector on 2 March 2011 and his coniract of employment ended on that date
» P L. Stobart ceased to be a director on 30 May 201 1 and hes contract of emgloyment ended on 30 Septermber 2011
« Thera ars no other banefits N the contracts relevant to terminaton payments
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Executive changes
P Stobart's cessation as a director

As announced on 20 Apnl 2011, Mr Stobart’s role as CEC of Sage
Northem Europe {along with executive responsibilities with all Group
Compares) ceased on 31 May 2011 Mr Stobart’s appointment tenms
provided for a 12 menth contractual notice penod from the date of
announcement, with an entitlernent to recenve his base salary and the
value of contractual benefits only Such payments are made by the
Company on a phased {monthhy) basis and, in accordance with the
mitigation provisions which apply, payments to Mr Stobart ceased
wath effect from 1 October 2011 (being four months Into the twelve
month penod)

The bonus payment made in respect of 2011 {disclosed In the
emoluments table on the following page) was determined by the
Commuttee on the basis set out for executive directors for 2011, based
on targets established at the start of the financial year The PSP award
made in March 2011 wll lapse in its entirety, other outstanding PSP
awards will continue in effect, acfusted by the Commitiee to reflect the
extent to which the performance penod has efapsed, and may then vest
subject to assessment of performance conditions on thewr nomal vesting
dates Vested but unexercised share options, for which performance
conditons have been previously satsfied, may remain exercisable for

a short penod following cessation (which may be extended f necessary
to ensure complance with applicable dealing restnctions)

Mr Stobart 1s not entitled to participate in any of the Group's incentive
arrangements i respect of the proportion of his notice penod that falls
within the year commencing 1 October 2011

Paul Walker’s cessation as CEQ

As disclosed In last year's report, Mr Walker's role as Chief Executive
of the Group ceased on 30 September 2010 Mr Walker was asked
to reman with the company until 1 December 2010 n order to ensure
a smooth transition of executive responsibilites

Dunng this two-month penod, Mr Walker receved his monthly salary
only, with corresponding pension and insurance benefits, but with no
entitlement to participate in any bonus scheme over the penod As such,
salary payments made to Mr Walker in the penod amounted to £131,000

External appointments

Executive directors are permitted, where appropnate and with Board
approval, to take non-executive directorships with other organisations

In order to broaden therr knowledge and expenence in other markets
and countnes Mr D H Clayton is a non-executive director of SOL plc and
Mr P S Harnson 1s a non-executive director of Hays plc Fees recewved

in therr capacity as directors of these companies are retained by each

of them reflecting the personal responsibility they undertake in these
roles In the year under review, these fees were £41,250 in the case

of Mr D H Clayton and £62,000 in the case of Mr P S Hamson

The Board recognises the significant dernands that are made on
executive and non-executive directors and has therefore adopted a policy
that no executive director should hold more than two directorships of
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other listed companies The Board encourages executive directors

to imit other directorships to one Iisted company Except in exceptional
crecumstances where approved in advance by the Charman of the
Committee, if an executive director halds non-executive positions at more
than one sted company then only the fees from one such company will
be retaned by the director

No formal lmit on other board appontments applies to non-executive
diractors under the policy but pnor approval from the Chaimnan on behalf
of the Board 1s required in the case of any new appontment Inthe case
of the Chairman pnor approval of the Nommation Committee 1$ required
on behalf of the Board

Total Shareholder Return (“TSR”) against FTSE 100

The Company 15 required to include a graph indicating its TSR
performance {that is, share pnce assuming reinvestment of any dvdends}
over the last five years relative to a recogrised equity ndex  Accordingly
the graph below shows the Company's performance refative to the

FTSE 100 The FTSE 100 Index 1s, in the apinion of the directors, the most
appropnate index aganst which the TSR of the Company should be
measured because of the comparable size of the companies which
compnse that ndex

This graph shows the value, by 30 September 2011, of £100 nvested
in The Sage Group plc on 30 September 2006 compared with the value
of £100 nvested in the FTSE 100 index The other points plotted are the
values at intervening financial year ends

TSR performance to 30 September 2011 for PSP awards made to date
was as follows

¢ 2009 awards — TSR ranking of 8 out of 18 comparators
+ 2010 awards - TSR ranking of 10 out of 18 comparators
= 2011 awards — TSR ranking of 10 out of 18 comparators

Directors’ remuneration

The nformation set out on the following page has been subject o audt
as required by part 3 of Schedule 8 of the Companies Act 2006




Directors’ emoluments and compensation (audited information)

The total salanes, fees and benefits paid 1o or recevable by each person who served as a director at any time dunng the year, appear below These
include all payments for services as a director of the Company, its subsidianes or ctherwise In connection with the management of the Group and any
other drrectorship he or she holds because of the Company’s nomination The other elements of directors remuneration are referred to under the
headng “Remuneration policy” on page 58

Bonus 20114 2010
Salary deferred mto Benefits 2011 2010 Pension Pension

and fees Bonus shares' m knd Total Tota  contributions? contnbutions |

Drector 000 000 ‘000 000 000 ‘000 ‘000 000

Executive directors

G S Bermuyer £700 £574 - £121 £1,395 €1,377 £175 -

D H Clayton £357 £287 £6 £18 £668 £732 £89 £88

P S Hamson? £425 £341 £7 £18 £791 £783 £106 o4

P L Stobart £454 £365 - £18 £837 £858 £114 £111

Non-executive directors

A J Hobson £270 - - - £270 £250 - -

T Ingram £55 - - - £55 £55 - -

T C W ingram £28 - - - £65 - -

R Markland £74 - - - £74 £68 - -

1 Mason £55 - - - £55 £55 - -

M E Rolfe £72 - - - £72 £72 - -

Notes

1 An glement of bonus has been daferrad by the Compary as an award under the Sage Group Deferred Bonus Plan Awards under that plan which are expected to be mada in January 2012, over
such numiber of sheres whose market value 15 as dose as possible 1o, but no greater than, the deferred bonus, wil vest on the thrd ennversary of the date of grant In the event that a drrector ceases
to be an employee of the Group for reasons other than death, retrement, redundancy, ngury, #-health or disabikty before the third annversary of tha data of grant then the award will lapse unless the
Ramuneration Commettee recommends otherwise The drectors have no entiernent to the bonus detarred nto an award of shares untl f vests Ful detals of the award wil be contamad in the report
for the year ending 30 September 2012

2 Retrement benefits were accruing to four directors (2010 four) All pension contnbutions accrued under meney purchasa schemes. An indvcual may elact to recenve some of ther pension
contriubons as a cash allowance, taxed as ncome

* No payments for compensation for loss of office or etherwise relating to termination of office or employment were made dunng the year

*» Total cirectors’ emokuments were £4,245,000 (2010 £5 723 000)

« No other payments (nchiding non-cash benefits) were made to thad parbes in respect of the servces of a person who served as a director of the Compeany at any tme dunng the financial year
* Indluding gans on share options  the total emaolumenis of the highest paid director were £1 395,000 (2010 £1 592,000)

* In the tabie above an exchange rate of €1 15/£1 has been adopted

3 The rationale for P S Hamson's satary posionng for 2011 was stated i fast year's Annual Report and pnmanly reflects the increased scope of his rale withun the Group

Directors' share options (audited information)

There are Imits on the number of newly 1ssued shares that can be used to satisfy awards under the Group’s employee share schemes in any ten-year
penod The lmits and the Group's current position against those limits as at 25 November 2011 (the last practical date pnor to pubkication of this
document), are set out below

bt Current poshion
7 5% of Group's share capital can be used for discretionary share schemes 523%
10% of Group’s share capital can be used for all share schemes 5 88%

The Company has satisfied and intends to satisfy all awards under the Performance Share Plan through the market purchase of shares {f awards under
the Performance Share Plan are removed from the calculations above then the percentage becomes 2 89% under discretionary share schemes and
3 54% under all share schemes
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Executive share options (audited information)

The Group's only current executive share option scheme s the ESOS In the year under review, executive directors did not receve grants under this
scheme The outstanding executive share options granted to each director of the Company under the executive share option schemes, including the
ESOS, are as follows

Shares under
Shares under option at
optonat1  Ganeddurng Exercseddunng  Lapsedduing 30 September
Exgrosepnce October 2010 the year the year the year 2011
Dwector fper share number number number number number Date exercsable
G S Berruyer 329 75p 121,304 - - (121,304) - 17 January 2004 — 17 January 2011
171 00p 175,438 - - - 175438 24 December 2006 — 24 December 2013
198 00p 189,082 - - - 189,082 6 January 2008 — 6 January 2015
258 50p 122,630 - - - 122,630 10 January 2009 - 10 January 2016
270 00p 62,008 - - - 62,008 10 January 2010 - 10 January 2017
214 00p 218,545 - - (218,545) - 10 January 2011 - 10 January 2018
889,007 - - {339,849) 549,158
D H Clayton 214 00p 156,542 - - (156,542) - 10 January 2011 ~ 10 January 2018
156,542 - - (156,542) -
P S Harnson 32975p 65,595 - - {65,595) - 17 January 2004 - 17 January 2011
171 00p 128,654 - - - 128,654 24 December 2006 — 24 December 2013
198 00p 133,838 - - - 133,838 6 January 2008 - 6 January 2015
258 50p 96,324 - - - 96,324 10 January 2009 — 10 January 2016
270 00p 49,777 - - - 49,777 10 January 2010 — 10 January 2017
214 00p 156,542 - - (156,542) - 10 January 2011 — 10 January 2018
630,730 - - (222,137 408,593
P L Stobart 329 75p 121,304 - - (121,304) - 17 January 2004 — 17 January 2011
134 00p 223,880 - - - 223,880 31 December 2005 — 31 March 2012
171 00p 175,438 - - - 175,438 24 December 2006 — 31 March 2012
198 00p 181,818 - - - 181,818 6 January 2008 — 31 March 2012
258 50p 121,369 - - - 121,369 10 January 2009 — 31 March 2012
27000p 62,533 - - - 62,533 10 January 2010 - 31 March 2012
214 00p 198,598 - - (198,538) - 10 January 2011 — 10 January 2018
i 1,084,840 - - (319,902) 765,038
Total 2,761,219 - - (1,038430) 1,722,789

MNotes
» No options were vaned dunng the year

« Opuons granted to Al directors of the Companty and dts operating subsidianes throughout the Group under the ESOS that became exerasable on or after 23 February 2003 but befora 6 Jaruary
2008 will nomally be exerasable only f the percentage ncrease n the Company's EFS has exceeded the RPI by at least 3% each year n the three-year penod snee grant, 1 e by a total of 9% If that
target 1s not met at the end of the threa-year penod, then those options will only be exerasable i EPS growth exceads RPL by 129% over tha four-year penod folowing the date of grant In respect of
optons which became exercisable on or after 6 January 2008 the performance ontena for exercise are based on EPS growth measured over 2 fixed thres-year penod from the start of the financal
year nwhich the grant 1s made 30% of optons wil vest at the end of the penad if the ncrease n EPS exceeds AP by 15% {an average of 5% per year) arxd 100% of those optons wil vest at that
e orly f RPY s eceded n Bat penod by 279 (an average of 9% per year) Between those targets, options will vest on a straght-ine bass [ those targets are not met at the end of the threg-year
penad then no further retesting of the performance cntena will be undertaken and the options wil lapse

» The market pnce cf a share of the Companty at 30 Septernber 2011 was 256 40p and the lowest and hghest market pnoe dunng the year was 231 70p and 302 Op respectively
» Lapses dunng the year relate to performance condibons not having been met n full
* Mr P L Stobart ceasad to be a dractor of the company on 31 May 2011
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All-employee share scheme {audited information)
In relation to the SAYE Scheme, the outstanding options granted to each director of the Company are as follows

Shares under

Shares under opbion at
opbon &t 1 Granted dunng  Exercised dunng Lapseddumng 30 September
Exercisa pice October 2010 the year the year the year 2011
Drector per share number number number number number Data exercisable
P 5 Hamson 14900p 6,140 - - - 6,140 1 August 2012 - 31 January 2013
Total 6,140 - - - 6,140
Notes

» Thess options are not subject 1o perfamance condtions snce thase do not apply to thes type of al-employee share scheme

« Under the PEE Mr G S Bermuyer haids units n a French mutual fund, whch hakds shares m the Company The units must be hedd for no less than five vears On 30 September 2011 14,996 units
were held by Mr G S Bermuyer at a pnce of €3 44 per shave On 30 Septermber 2010 14,296 units were held at a pnce of €3 67 per share Units are valued on a weeldy basis

Performance Share Plan {audited information)
The outstanding awards granted to each director of the Company under the Performance Share Plan are as follows

Awarded Awarded

10ctober  Awarded duing Vestad dung Lapsed dunng 30 September

2010 the year the year the year o011
Dweclor number number number number number ashng date
G S Berruyer 361,647 - {95,167) (266,480) - 3 March 2011
- 745,649 - - - 745,649 3 March 2012
507,280 - - - 507,280 4 March 2013
- 737,795 - - 737,795 10 March 2014

1,614,576 737,795 (95,167) (266,480) 1,990,724
D H Clayton 253,787 - (66,783} (187,004 - 3 March 2011
438,282 - - - 438,282 3March 2012
303,593 - - - 303,683 4 March 2013
- 264,053 - - 264,053 10 March 2014

995,662 264,053 (66,783) {187,004) 1,005,928
P 8 Hamson 253,787 - (66,783) {187,004) - 3 March 2011
438,282 - - - 438,282 3March 2012
325,278 - - - 325,278 4 March 2013
- 314,349 - - 314,349 10 March 2014

1,017,347 314,349 {66,783) {187,004) 1,077,909
P L Stobart 321,969 - (84,726) (237,243 - 3 March 2011
557,245 - - - 557,245 3 March 2012
385,997 - - - 385,997 4 March 2013
- 335,798 - (335,798) - 10 March 2014

1,265,211 335,798 (84,726) (573,041) 943,242

Total 4,892,796 1,651,995 (313,459) (1,213,529) 5,017,603

Notes

= No vanatons were made in the termns of the awards o the year

» The market pnce of a share on 10 Mavch 2011 the date of the awards made n the year ended 30 Septernber 2011 was 272 1p.

« The market pnce of a share on 3 March 2011, the date the above awards vested in the year ended 30 Seplember 2011 was 280 8p The market price of 2 share on 3 March 2008, the date on

which thesa awards were granted was 202 25p

» The vestng of shares awarded pnor to 2009 under the Performance Shere Plan 1s subect to performance conditons measunng the Group's total shareholder retum (TSR} aganst a comparator
group, For awards mexdo n March 2008, 25% of shares vest for mecian TSR performance as compared to that group whilst al shares vest for upper quintie (top 20%) TSR performance Betwean
those porits, shares will vest on a straght-ing bass The performance condibon for awards made in March 2009 2010 and 2011 s set out above

* Mr PP L Stobart ceased to be a drector of the company on 31 May 2011

» For awards made n 2008, TSR performance was such that 26% of the shares ongnally awarded to executive directors vested
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Governance

Remuneration report continued

Deferred shares (audited information)
The outstanding awards granted to each director of the Company under the Sage Group Deferred Bonus Plan are as follows

Sharesat  Shares awarded Shares vestad Shares kapsed Shares at

1 October durng the duryg the durgthe 30 September

2010 year year year 2011
Drecter number rumber nurmber nurmber number Vastng date
G S Berruyer 14,714 - (14,714) - - 10 January 2011
12,716 - - - 12,716 10 December 2011
- 12,404 - - 12,404 10 January 2014

27,430 12,404 (14,714) - 25,120
D H Clayton — 8,062 - - 9,062 10 January 2014

- 9,062 - - 9,062
P S Harnson 11,495 - (11,485) - - 10 January 2011
9,708 - - 9,709 10 January 2014

11,495 9,709 {11,495) - 9,709
P L Stobart 8,401 - {8,401) - - 10 January 2011
5,459 = - 5,459 10 December 2011

8,401 5,459 (8,401) - 5,450

Total 47,326 36,634 {34,610) - 49,350

Notes

* Awards of shares wil vast on the thind anrwersary of the date of grant. in the event that a director ceases to ba an employes of the Group for reasons ather than death, retrement redundancy nyy
#Hhesaith or cksabity before the third annwersary of the data of grant then the nghis to the eward wil iapsa unless the Ramunaraton Com mittes recommend otherwise,

« Awartls are not sbyect ta further performanca conditons onee granied

* No variabons were made i the 1emms of the awards in the year

* Mr P L Stobart ceased to be a drector of the company on 31 May 2011

» The market poe of a share on 10 January 2011 ihe date the awards above vested in the year ended 30 September 2011 was 276 70p. The market pnce of a share on 10 January 2008 the date

on which these awards were gronted was 212 50p
Interests in shares

The interests of each person who was a director of the Company as at 30 September 2011 (together with mterests held by his or her connected
persons) ware

Ordinary Ordinary

pliares ot shares at

30 September 30 September

2011 2010

Dwector number umbar
G S Bermuyer h 411,289 303,010
D H Clayton 63,654 31,000
P S Hamson 143,145 104,301
A J Hobson 24,126 24,126
T Ingram 3,600 3,600
R Markland 5,000 5,000
| Mason 10,000 10,000
M E Rolfe 10,000 10,000
Total 670,814 491,037

Notes:
» There hava been no changes n the directors holdings i the share capital of the Company as sat &ut in the table above between 30 Septernber 2011 and the data of this report.

Significant awards to past directors
No awards were made to any person who was not a director at the tme the award was made but who was previcusly a director
Approved by the Board of drectors and signed on its behalf

R Markland
Charman of the Remuneration Committes
&

30 November 2011 -

B snlchs
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Financial statements

Independent auditors’ report to the members of The Sage Group plc

We have audted the Group financial statements of The Sage
Group plc for the year ended 30 September 2011 which compnse
the Consolidated income statement, the Consolidated statement
of comprehensive income, the Consolidated balance sheet, the
Consolidated statement of cash flows, the Consolidated statement
of changes in equity, Group accounting policies and the related
notes The financial reporting framework that has been appled

in therr preparation 1s applicable law and Intemational Financial
Reporting Standards {*IFRSs") as adopted by the European Unicn

Respective responsibilities of directors and auditors

As explained more fully In the Statement of directors’ responsibilities
set cut on pages 56 and 57 the directors are responsible for the
preparation of the Group financial statements and for being satisfied
that they gwe a true and farr view Qur responsibility 1s to audst and
express an opnion on the Group financial statements n accordance
with applicable law and International Standards on Auditing (UK and
Ireland} Those standards require us to comply wath the Auditing
Practices Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only

for the Company's members as a body in accordance with Chapter 3

of Part 16 of the Companies Act 2006 and for no other purpose We
do not, In gving these opinions, accept or assume responsibility for
any other purpose or to any other person to whom this report s
shown or Into whose hands it may come save where expressly
agreed by our prior consent N writtng

Scope of the audit of the financral statements

An audit nvotves obtaning evidence about the amounts and
disclosures in the financial statements sufficient to give reasonable
assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or error This Includes

an assessment of whether the accounting policies are appropnate
to the Group's circumstances and have been consistently applied
and adequately disclosed, the reasonableness of significant
accounting estimates made by the drrectors, and the overall
presantation of the financial statements In addition, we read

all the financial and non-financial information m the Annual Report
to entify matenal inconststencies with the audited financial
statements If wa become aware of any apparent matenal
msstaternents or Inconsistencies we consider the implications

for our report

Optnion on financial statements
In our opinion the Group financial statements
= Give a true and farr view of the state of the Group's affarrs as at

30 Septernber 2011 and of its profit and cash flows for the year
then ended,

~ Have been properly prepared in accordance with IFRSs as
adopted by the European Union, and

- Have been prepared in accordance with the requirements
of the Companies Act 2006 and Article 4 of the IAS Regulation
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Optnion on other matter prescribed by the
Companies Act 2006

In our epiruon

— The information given in the Directors' report for the financial
year for which the Group financial statements are prepared
1s consistent with the Group financial statements and

- The information given in the Corporate govemance statement
set out on pages 46 to 53 with respect to internal control and
nsk management systems and about share capital structures
Is consistent with the financial statements

Matters on which we are required to report by exception
Woe have nothing to report in respect of the following

Under the Companies Act 2006 we are required 1o report to you If,
In Our OpIrIon

— Certain disclosures of directors’ remuneration specified by law
are not made, or

- We have not recaved all the information and explanations we
require for our audit, or

- A corporate governance statement has not been prepared by
the parent Company

Under the Listing Rules we are reguired to review

— The diractors’ statement, set out on page 54 in refation to going
concern, and

— The part of the Corporate govemance statement relating
to the Company's compliance with the nine provisions of the
UK Corporate Governance Code specified for our review

— Certain elements of the report to shareholders by the Board
on directors’ remuneration

Other matter

We have reported separately on the parent Company
financial statements of The Sage Group plc for the year
ended 30 September 2011 and on the information in the
Remuneratien repaort that i1s described as having been audited

U\aﬂﬂnm

Charles Bowman {Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Newcastle upon Tyne

30 November 2011



Consolidated income statement
For the year ended 30 September 2011

Restated
2011 2010
Continuing operations Note £m em
Revenue 11 1,334.1 12777
Cost of sales {85.6} (86 3)
Gross prohit 1,248.5 1,191 4
Selling and administrative expenses {905.2) {882 4)
Operating profit 12,21 343.3 3080
Finance income 23 1.9 33
Finance costs 23 (14.4) (13 4)
Finance costs — net 23 {12.5) (10 1)
Profit before taxation 330.8 2989
Income tax expense 3 {74.8} 84 4)
Profit for the year from continuing operations 256.0 214 5
(Loss)/profit for the year from discontinued operations 152 (67.0) 128
Profit for the year - atinbutable to owners of the parent 145 189.0 227 3
EBITA? 12 365.1 337 2
Earnings per share {pence)
From continuing and discontinued operations
— Basic 41 14.35p 17 29p
- Diluted 41 14.24p 17 23p
From continuing operations
- Basic 41 19.44p 16 30p
— Diluted 41 19.29p 16 26p
* EBITA measure [Earmings before mtarest tax and amortsation} excludes the effects of
+ Amortisation of acquired intangible assets, and
= Net amortisation of software development expenditure
Consolidated statement of comprehensive income
For the year ended 30 September 2011
Restated
2011 2010
Nate £m £m
Profit for the year 145 188.0 227 3
Other comprehensive income:
Currency transiation differences 144 6.5 105
Actuanal gain/(loss) on post employment benefit obligations 145 1.0 {03
Cash flow hedges 144 1.0 on
Other comprehensive income for the year, net of tax 8.5 95
Total comprehensive iIncome for the year — attributable to owners of the parent 197.5 236 8
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Fnancial statements

Consolidated balance sheet
As at 30 September 2011

2011 2010
Note £m £m
Non-current assets
Goodwilt 51 1,736.3 20311
Other ntangible assets 52 118.1 1791
Property, plant and equipment 53 146.4 1496
Deferred income tax assets 9 20.7 104
2,021.5 23702
Current assets
Inventones 71 25 41
Trade and other recenables 72 2854 2763
Cash and cash equivalents (excluding bank overdrafts) 123 182.8 708
4707 35612
Non-current assets classified as held for sale 154 251.1 -
Total assets 27433 27214
Current habilities
Trade and other payables 73 (261 2) (288 9)
Current mcome tax liabilities (47 4) (37
Borrowings 124 {1.7) {28)
Cther financial labdiies 135 (50 0) -
Deferred consideration {2.09) 27}
Deferred tncome 74 {404.7) (402 7}
{767 0) (770 B}
Liabilities directly associated with non-current assets classified as held for sale 154 497 -
Non-current habilities
Borrowings 124 {192.4} (249 3)
Other financial habilities 135 - 10
Retirement benefit obligations 8 {11.7} (113
Deferred income tax liabilities 9 (14.7} 396
{218.8} (301 2}
Total abihities {1,035.5) (1,072 0)
Net assets 1,707.8 1,649 4
Equity attnbutable to owners of the parent
Ordinary shares 141 13.2 132
Share premium 143 5132 4998
Other reserves 14 4 266.8 2593
Retained garnings i45 9146 877 1
Total equity 1,707 8 1,649 4
The conschdated financial statements on pages 69 to 113 were approved by the Board of directors on 30 November 2011 and are signed on
ther behalf by
G S Berruyer arnson
Director oF

)

70 | The Sage Group pkc | wwawsage oom



Consolidated statement of cash flows
For the year ended 30 September 2011

Restatad
2011 2010
Note £m £m
Cash flows from operating activities
Cash generated from continuing operations 121 405.1 384 5
Interest pad {13.0} {11 6)
Income tax paid (92.5) (75 7)
Net cash generated from operating activities 299.6 307 2
Cash generated from discontinued operations 153 154 352
Cash flows from investing activities
Acquisihons of subsidiaries, net of cash acquired 165 (1.4} (7 5)
Disposal of subsidianes, net of cash disposed 165 2.0 61
Purchases of intangible assets 52 {9.3) 6 2}
Purchases of property, plant and equipment (23.0) (20 6)
Proceeds from sale of property, plant and equipment 2.4 07
Interest receved 23 1.9 33
Net cash used In Investing activities {27.4) (24 2)
Cash flows from financing activities
Proceeds from 1ssuance of ordinary shares 143 13.4 79
Purchase of treasury shares 145 - (7 3
Finance lease pnncipal payments {0.6) (0.1}
Issue costs on loans - 4.4}
Repayments of borrowings (83.4) (324.4)
Proceeds from borrowings 0.6 126.2
Dividends paid to Company’s sharehalders 42 (104.0) {98 6)
Net cash used in financmg activities {174.0) {300 7)
Net increase in cash, cash equivalents and bank overdrafts
{before exchange rate movement} 122 113.6 17.5
Effects of exchange rate movement 122 {2.2} 1.8
Net increase in cash, cash equivalents and bank overdrafts 1114 193
Cash, cash equivalents and bank overdrafis at 1 October 122 70.6 51.3

Cash, cash equivalents and bank overdrafts at 30 September 122 182.0 70,6
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Financial statements

Consolidated statement of changes in equity
For the year ended 30 September 2011

Attnbutable to owners of the parent

Ordinary Share Other Retamed Total
sharas pramum reserves earmings equity
£m £m £m £m £m
At 1 October 2010 13.2 499 8 259.3 877.1 1,649.4
Profit for the year - - - 189.0 189.0
Other comprehensive income.
Currency translation differences - - 6.5 - 6.5
Actuanal gain on post employment benefit oblgations - - - 1.0 1.0
Cash flow hedges - - 1.0 - 1.0
Total comprehensive Income
for the year ended 30 September 2011 - - 7.5 190.0 197.5
Transactions with owners:
Employee share option scheme
~ Proceeds from shares i1ssued - 13.4 - - 134
— Value of employes services - - - 3.2 3.2
— Equity movement of deferred income tax - - - {1.7) {1.7
Closed period share buyback programme - - - (50.0) (50.0)
Dmvidends - - - {104.0) (104.0)
Total transactions with owners
for the year ended 30 September 2011 - 13.4 - (152.5) {139.1)
At 30 September 2011 13.2 513.2 266.8 9146 1,707.8
Attnbutable to owners of the parent
Ordinary Share Other Retaned Total
shares premium reserves aarnings equity
£m £m £m £m £m
At 1 October 2009 131 4920 2495 7429 1,497 5
Profit for the year - - - 227 3 2273
Other comprehensive Income:
Currency translation differences - - 105 - 105
Actuanal loss on post employment benefit obligations - - - 0 3) (03}
Cash flow hedges - - 07 - 07)
Total comprehensive income
for the year ended 30 September 2010 - - 98 2270 2368
Transactions with owners:
Employee share option scheme
— Proceeds from shares i1ssued 01 78 - - 79
— Value of employee services - - - 100 100
— Equity movement of deferred income tax - - - 31 31
Purchase of treasury shares - - - 73 7 3)
Dividends - - - (98 6} {98 6}
Total transactions with owners
for the year ended 30 September 2010 01 78 - (92 8) {84 9)
At 30 September 2010 132 499 8 2693 8771 1,649 4
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Notes to the financial statements

Group accounting policies
General nformation

The Sage Group pl {“the Comparty”) and its subsidianes (together “the
Group™ 1s one of the leading global suppleers of business management
software and services to small and medium-sized enterpnses Operating in
23 countnes worldwide n Europe, North Amenca, Southem Hermisphere
and Asia

The Company 1s a lmited hability company incorporated and domicled in
the UK. The address of its registered office 1s North Park, Newcastle upon
Tyne, NE13 9AA

The Company 1s isted on the London Stock Exchange

The Group consolidated financial statements were authonsed for iIssue
by the Board of directors on 30 November 2011

a Basis of preparation

As an European Union (“EU™ isted company, The Sage Group plc s
required to prepare its Group financial statements using Intemational
Financial Reporting Standards (*IFRS™, as adopted by the EU

The financial staterments are also prepared n accordance with Intermational
Financial Reporting Standards Interpretations Committee (FRS 1IC")
nterpretatons as endorsed by the EU and with those parts of the Comparnies
Act 2006 that are applicable to companies reporting under IFRS

The financial statements are prepared on the histoncal cost convention
except where adopted IFRS require an altemative treatment The pnncipal
vanations from the histoncal cost convention relate to share-based
payment charges, pensions and denvative financial Instruments which are
measured at far value

The results of discontinued operations are shown as a single amount on
the face of the Consolidated ncome statement compnsing the post-tax
profit or loss of discontinued operations and the post-tax gan or loss
recognised ether on measurement to farr value less costs to sell or on
the disposal of the discontinued operation The Consolidated income
statement, the Consolidated statement of comprehensive ncome, the
Consolidated statement of cash flows, and the related notes for the prior
year have been restated to exclude discontinued operations Assets and
llabilites of disposal groups are cdlassfied as held for sale and are shown
separately on the face of the Consolidated balance sheet

Standards, amendments and mterpretations effective in 2011

The following standards, interpretations, and amendments to standards
have been adopted in the financial statements None had any impact
on the Group results or financial position

IFRS IC mnterpretations

~ IFRIC 15, “Agreements for the Construction of Real Estate”

— IFRIC 18, “Transfers of Assets from Custorners”

— IFRIC 19, “Bxtinguishing Financial Liabiities with Equity Instruments”™

Amendments to exasting standards

— Annual Improverments to IFRSs 2009

-~ Amendment to IFRS 1, “First-trme Adoption of IFRS”

— Amendment to IFRS 2, “Share-based Payrment”

- Amendment to IAS 32, “Financial Instruments Presentation and
Classification of Rights lssues”

The principal IFRS accounting policies of the Group are set out below

b Basts of consolidation

The financial statements of the Group compnse the financial staterments
of the Company and entites controlled by the Company {its subsidianes)

prepared at the end of the reporting penod The accounting policies have
been consistently appled across the Group Control 15 achieved where
the Company has the power to govem the financial and operating policies
of an entity so as to benefit from its actmties

The resuits of subsidianes acquired dunng the year are included

in the Consolidated income statement, Consolidated statement of
comprehensive Income and Consolidated statement of cash flows '
from the date of control They are de-consclidated from the date

that control ceases

All intra-group transactions, balances, Income and expenses ars
elminated on consoldation

¢ Business combinations

The acquisition of subsidianes 1s accounted for using the acquisition
method The cost of the acquisition 1s measured at the aggregate of

the farr values at the date of exchange, of assets gwven, kabilities incurred
or assumed and equity nstruments issued by the Group In exchange
for control of the acquiree  Any costs directly attnbutable to the business
combination are expensed to the Income statement as incured The
acquiree’s identifiable assets, labiities and contingent habiites that meet
the condiions for recognition under IFRS 3 (Revised), “Business
Combinations” are recogrised at therr far values at the acquisition date

Goodwill represents the excess of the consideration transferred, the
amount of any non-controling interest In the acquiree and the acquistion
date far value of any previous equrty interest in the acquiree over the far
value of the Group's share of the identifiable net assets acquired If, after
reassessment, the Group's interest In the net far value of the acquiree’s
identfiable assets, labilites and contingent labilties exceeds the cost

of the business combination, the difference ts recogrised directly n the
income statemnent Any subsequent adjustment to reflect changes in
consideration ansing from contingent consideration amendments i1s
recogrised In the ncome statement

On an acquisition by acquisition basis, the Group recognises any
nen-controling interest In the acquiree ether at far value or at the
non-controling Interest's proportionate share of the acquiree's net assets

Acquisttion-related costs are expensed as incurred

d Revenue recognition

Revenue is measured at the fair value of the consideration recerved or
recevable and represents amounts recevable for goods and serices
prowded in the normal course of business, net of discounts, VAT and
other sales related taxes

The Group reports revenue under two revenue categones

— Subscnption revenues, which are recurnng in nature and include
combined software/support contracts, maintenance and support,
transaction sarvices (payment processing) and hosted products, and

— Software and software-related senices revenue, which Includes
software ficences, sale of professional services, business forms,
hardware and traning

Subscriptions = revenue 1S recognised on a straght-ine basis over the
term of the subscnption contract (including non-specified upgrades when
included) Revenue not recogrised in the ncome statement under this
policy 1s classified as deferred income In the balance sheet

Software licences — the Group recognises the revenue allocable to
software keences and specified upgrades when all the following condons
have been satisfied

— The Group has transferred to the buyer the significant nsks and
rewards of ownership of the kcence,
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Rnancial statements ’

Group accounting policies continued

d Revenue recognition continued

— The Group retains nether continuing managenal rvolvernent to the
degree usually associated with ownership nor effective control over
the goods sold,

— The amount of revenue can be measured reliably,

— It1s probable that the economic benefits associated with the
fransaction will flow, and

- The costs incurred or to be ncurred I respect of the transaction
can be measured reliably

Where appropnate the Group provides a reserve for estmated retums
under the standard acceptance terms at the time the revenue Is recorded

Where software 15 sold with after-sales service, the consideration is
allocated between the different elements on a relative far value basis
The revenue alocated to each element 1s recogmised as outlined above

Other products fwhich includes business forms and hardware) — revenue
Is recognised as the products are shipped

Other services (which includes the sale of professional sevices and
traning) - revenue associated with the transachon 1s recognised by
reference to the stage of completion of the transaction at the end of the
reporting penod The outcome of a transaction can be estimated reliably
when all the folowing conditions are satsfied

— The amount of revenue can be measured reliably,

- Itis probable that the economic benefits associated with the
transaction will flow to the Group,

- The state of completion of the transaction at the balance sheet date
can be measured reliably, and

— The costs incurred for the transaction and the costs to complete the
transaction can be measured reliably

e Goodwill

Goodwill ansing from the acquisition of a subsidiary represents the excess
of the consideration transferred, the amount of any non-controling interest
in the acquiree and the acquisition date farr value of the Group's share of
the identrfiable net assets acquired aver the farr value of the Group's share
of the identifiable net assets In the case of a bargan purchase, when the
consideration 1s less than the farr value of the net assets of the subsidiary
acqured, the difference 1s recogrused directly in the statement of
comprehensive Income Goodwill is camed at cost less accumulated
imparment losses

Goodwill is allocated to cash-generating units ("*CGUS") expected
to benefit from the synergies of the combination, and the allocation
represents the lowest level at which goodwill is monitored

Goodwll prevously written-off directly to reserves under UK GAAP pnor to
1 October 1998 has not been reinstated and 1s not recydled to the income
statement on the disposal of the business to which it relates Gains and
losses on disposal of the entity iInclude the carmying amount of the foreign
exchange on the googwill relating to the entity sold (except for goodwill
taken to reserves pror to the transthon to IFRS on 1 October 2004)

flmpairment of assets

Goodwill 1s allocated to cash-generating units for the purposes of
impament testing The recoverable amount of the cash-generating unit
to which the goodwill relates 1s tested annually for imparment or when
events or changes In arcumstances indicate that it might be imparred

1he carrying values of property, plant and equipment, investments
measured using a cost basis and intangble assets other than goodwil
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are reviewed for impairment only when events indicate the camying value
rmay be mparred

In an iImpaiment test, the recoverable amount of the cash-generating unit
or asset 1s estimated to detenmine the extent of any mpairment loss The
recoverable amount 1s the higher of far value less costs to sell and the
value-m-use n the Group An impairment loss 1s recognised to the extent
that the carrying value exceeds the recoverable amount

In determining a cash-generating unit's or asset's value-in-use, estmated
future cash flows are discounted to ther present value using a pre-tax
discount rate that reflects current market assessments of the time value of
rmoney and nsks speafic to the cash-generating unit or asset that have not
already been included in the estmate of future cash flows

g Intangible assets —arising on business combinations

Intangtble assets are recognised when brands, technology and/or
customer related contractual cash flows exist, along with any other
intangibles acguired on a business combinabion, and therr far value can
therefore be measured reliably

Intangible assets ansing on business combinations are stated at cost less
accumulated amortisation and impaimment losses if applicable

Amortisation of Intangible assets 1s charged to the ncome statement on
a straight-ine basis over the estimated useful lives of each intangble asset
Intangible assets are amortised from the date they are avalable for use

The estimated useful ives are as follows

— Brand names -3to 20 years
— Technology/n process R&D (IFR8D) -31to7 years
— Customer relationships -4 1015 years

Fully amortised intangible assets which are no longer in use are elminated
from the batance sheet and presented as a disposal within the notes to
the financial statements

h intangible assets — other

Other ntangible assets that are acquired by the Group are stated at cost
less accumulated amertisation and impaiment losses (f applicable
Software assets are amortised on a straight-line basis over ther estirmated
useful Iives, which do not exceed seven years

iInternally generated intangible assets — research and development
expenditure

Expenditure on research actwvities 1s recognised as an expense in the
penod in which i 1s incurred

An internally generated intangble asset ansing from the development
of software is recogrised only If all of the following conditions are met

— It s probable that the asset will create future economic benefits,
~ The development costs can be measured reliably,
— Technical feasibility of completing the intangible asset can
be demonstrated,
- There s the ntention to complete the assat and use or sell t,
~ There s the ability to use or sell the asset, and

— Adequate techrucal, financial and other resources to complete the
development and to use or sell the asset are avallable

Intemally generated intangible assets are amortised over therr estimated
useful Iives which 1s between three to six years on a straight-ine basis
Where no mtemally generated intangible asset can be recogrused,
development expenditure 1s charged to the iIncome statement in the penod
in which it1s incurred



J Property, plant and equiprnent

Property, plant and equiprment are stated at cost less accumulated
depreciation and impanment losses 1f applicable Deprecation on
property, plant and equipment 15 provided on a straight-ine basis down
to an asset's residual value over its useful economic life as follows

— Freehold buldings —50years
— Long leasehold buildings
and improverments —over penod of lease
— Plant and equipment —2to 7 years
— Motor vehicles —4 years
- Office equpment -510 7 years

Freshold land 1s not depreciated

Residual values and useful ives are reviewed and adjusted, f appropnate,
at the end of each reporting penod

k Inventories

Inventones are stated at the lower of cost and net realisable value after
making allowances for slow moving or cbsolete tems

Cost includes expenditure iIncurred in acguinng the inventones and
bringing them to therr existing locaticn and condiion Cost 1s calculated
using the first-n-first-out method

| Cash and cash equivalents

For the purpose of preparation of the statement of cash flows and

the balance sheet, cash and cash eguivalents include cash at bank and
in hand and short-tenm deposits with an onginal maturty penod of three
months or less Bank overdrafts that are an integral part of a subsidiary’s
cash management are included in cash and cash equivalents where they
have a legal nght of set-off and thers 1s an ntention to settle net, aganst
positive cash balances, otherwse bank overdrafis are classified as
borrowings

m Financial assets

The Group classifies its financial assets in the category loans and
recevables This classification is due to the purpose for which the financial
assets were acqured Management determmes the dassification of its
financial assets at inihal recogrition

Loans and recevables

Loans and recevables are non-denvative financial assets with fixed

or determinable payments that are not quoted in an active market
They are included in current assets, except for maturties greater than
12 months after the end of the reporting penod These are classified as
non-current assets The Group's loans and recevables compnss trade
and other recevables (excluding prepayments and accrued ncome)
{note n) and cash and cash equivalents in the balance sheet (note )

n Trade recevables and trade payables

Trade recevables are recognised initially at farr value and subsequently
measured at amortised cost using the effective interest method, less
provision for impairment

A provision for mpaimment of trade recevables 1s established when there
is objective evidence that the Group will not be able to collect all amounts
due accordng to the onginal terms of the recevables Significant financial
difficutties of the debtor, probabiiity that the debtor wll enter bankruptey
or financial recrganisation, and default or delinquency in payments are
considorad indicators thai e Urade recevabie 1s mpared  The amount

of the provision Is the difference between the asset's carrying amount and
the present value of estmated future cash flows, discounted at the onginal

effective nterest rate The camying amount of the asset 1s reduced
through the use of an allowance account, and the amount of the loss
15 recognised N the income statemeant within seling and adminstrative
expenses When a trade recenvable is uncollectible, it 1s written-off
against the allowance account for trade recenvables Subsequent
recovenes of amounts previcusly wntten-off are credited aganst seling
and administrative expenses n the ncome statement

Trade payables are recognised intially at far value and subsequently
measured at amortised cost using the effective interest method

o Taxation

Income tax expense represents the sum of the tax cumently payable
and deferred tax

The tax currently payable is based on taxable profit for the year

Taxable profit differs from profit as reported in the income staterment
because it excludes items of ncome or expense that are taxable or
deductble In other years and t further excludes items that are never
taxable or deductible The Group's hability for current tax 1s calculated
using tax rates that have been enacted or substantvely enacted at the
end of the reporting penod

Deferred tax 1s recognised on differences between the camying amounts
of assets and liabiiies in the financial statements and the corresponding
tax bases used in the computation of taxatle profit and are accounted for
using the balance sheet hability method Deferred tax liabilihes are generally
recognised for all taxable temporary differences and deferred tax assets
are recognised to the extent that 1tis probable that taxable profits will be
avallable against which deductible temporary differences can be utibsed
Such assets and llablites are not recognised If the temporary difference
anses from goodwil or from the initial recogniton {other than in a business
combination) of other assets and liabilities i a transaction that affects
netther the taxable profit nor the accounting profit

Deferred tax habiities are recognised for taxable temporary dfferences
ansing on nvestments in subsidianes, except where the Group 1s able
to control the reversal of the temporary difference and it ts probable that
the temporary difference will not reverse In the foreseeable future

The carrying amount of defarred tax assets 1S reviewed at the end of each
reporting penod and reduced to the extent that 1t is nc longer probable
that sufficient taxable profits will be avalable to allow all or part of the asset
to be recoverad

Defarred tax 1s calculated at the tax rates that are expected to apply

in the penod when the liability 1s settled or the asset realised based on tax
rates that have been enacted or substantively enacted at the end of the
reporting penod Deferred tax and curent tax are charged or credited to
profit or loss, except when 1t relates to tems charged or credited directly
to equity, in which case the deferred tax 1s also dealt with in equity

Tax assets and liabilites are offset when there 1s a legally enforceable nght
to set off cument tax assets aganst current tax habilites and when they
relate to Income taxes levied by the same taxation authonty and the Group
intends to settle its currert tax assets and labiltes on a net basis

In recognising income tax assets and habilites, management

makes estimates of the Tikely cutcome of decisions by tax authonties on
transactions and events whose treatment for tax purposes Is uncertain
Where the final outcome of such matters 1s different, or expected to be
different, from previous assessments made by managernent, a change
to the carmying value of ncome tax assets and habihes will be recorded
in the penod in which such a determination 1s made The carrying values
of Income tax assets and labities are disclosed separately in the
Consolidated balance sheet

Annual Report & Accounts 2011 | The Sage Groupple | 75



Fnancial statements

Group accounting policies continued

p Financial instruments and hedge accounting

Financial assets and liabiities are recogrused in the Group's balance
shest when the Group becomes a party to the contractual provision
of the instrument

Hedge accounting

The Group uses denvative financial instruments to reduce exposures to
interest rate nsk  All denvatves are intially recogrised at far value, and are
subsequently remeasured to far value at the end of the reporting penod

Denvatives designated as hedgng instruments are accounted for

In Ine with the nature of the hedging arrangement Denvatives are
intended to be highty effective in miigating interest rate nsk, and hedge
accounting 1s adopted where the required hedge documentation 1s

In place and the relevant test cntena are met Changes in far value

of any denvative Instruments that do not qualfy for hedge accounting
are recognised immediately in the income statement

Denvative instruments are used to manage the Group's exposure

to changes in cash flows ansing from movements in interest rates

The denvatives are designated as cash flow hedges, and hedge
accounting 1s used where It has been shown that the hedge relationship
15 highly effectve Gains and losses on denvative financial nstruments

in a cash flow hedge relatonship are recognised N other comprehensive
income and subsequently recogrised in the income statement in the
same pencd that the hedged fiem affects mcome

When a hedging instrument 1s sold, or when a hedge no longer meets
the cntena for hedge accounting, any cumulative gain or loss exasting n
equity at that trme remains in equity and 1s recognised when the forecast
transaction 1s ultmately recognised in the Income statement When

a forecast transaction is no longer expected to occur, the cumulatve:
gain or loss that was reported m equity 15 immedately transferred to

the income statement

In accordance with its tréasury policy, the Group does not hold or 1ssue
denvatve financial nstruments for trading purposes

The Group has certain investments n foreign operations, whose net
assets are exposed to foraign currency translation nisk Cunrency exposure
ansing from the net assets of the Group's foreign operations 1s managed
pnmanty through borrowings denominated in the relevant foreign
currencies

The Group &lso operates net Invastment hedges, using foreign currency
borowings The portion of the gan or loss on an instrument used to
hedge a net nvestment in a foreign operation that 1s determined to be
an effective hedge 1s recognised in other comprehensive income The
ineffective portion 1s recogrised immediately in profit or loss On disposal
of the net mvestment, the foreign exchange gains and losses onthe
hedgng instrument are recognised in the Income statement from equity

Shares repurchased for canceliation

The Group also makes use of contingent contracts for the purchase

of ts own shares These denvative contracts are accounted for as

equrty transactions and the contracts are not stated at ther market values
The present value of the obhgaton to purchase the shares is recognised
in full at the Inception of the contract, even when that oblgation s
condtional Any subsequent reduction in the total obligahon ansing from
the early termination of a contract is credited back to equity at the tme

of termination
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q Foreign currency translation

The indwvidual financial staterments of each Group entity are presented
In the currency of the pnmary economic emaronment in which the
entity operates (ts “functional cumency”) For the pupose of the
Consolidated financial statements, the results and financia! posiion

of each entity are expressed in Stering, which s the functional
currency of the parent Company and the presentation currency

for the Consolidated financial statements

In prepanng the financial statements of the ndivdual entities, transactions
In currencies other than the entity's functional currency (*forexgn
curencies”) are recorded at the rates of exchange prevaling on the dates
of the transactions At the end of each reporting penod, monetary tems
denominated in foreign currencies are retranslated at the rates prevaling
at the end of the reporting pencd Non-monetary tems camed at far value
that are denominated In foreign cumencies are retranslated at the rates
prevaiing on the date when the farr value was determined Non-monetary
items that are measured in terms of histoncal cost i a foreign currency
are not retranslated

Exchange differences ansing on the settlement of monetary tems and on
the retranslation of monetary temns, are included in profit or loss for the
penod Exchange differences ansing on the retranslation of non-monetary
iterns carmed at farr value are included in profit or loss for the penod except
for differences ansing on the retranslation of non-monetary tems i1 respect
of which gains and losses are recognised outside profit or koss For such
non-monetary tems, any exchange component of that gan or loss 1s also
recognised outside profit or loss

For the purpose of presenting consolidated financial statements,

the assets and liabilties of the Group’s foreign operations (ncluding
comparatves} are expressed in Sterling using exchanges rates prevaing
at the end of the reporting penod Income and expense items (including
comparatives) are translated at the average exchange rates for the
penod, unless exchange rates fluctuated signiiicantly dunng that penod,
in which case the exchange rates at the dates of the transactions

are used Exchange differences ansing, f any, are recognised in other
comprehensive Income and transferred to the Group's translation reserve

Goodwill and far value adjustments ansing on the acguisthon of a foreign
operation are treated as assets and liabiites of the forexgn operation and
translated at the closing rate

When a foreign operation 1s partially disposed of or sold, exchange
differences that were recorded in equity are recognised in the income

staterment as part of the gaun or loss on sale, with the exception of
exchange differences recarded in equity pnor to the transition to IFRS
on 1 October 2004, in accordance with IFRS 1, “First-time Adoption
of Intemational Financial Reporting Standards”

r Borrowings

Interest-beanng borrowings are recognised intally at far value less
attnbutable transaction costs Subsequent to intial recogniion, nterest-
beanng borrowings are stated at amortised cost with any difference
between cost and redempton value being recogrised in the income
statemeant over the penod of borrowing on an effective interest basis




slLeasing

Assets held under finance leases are intially recognised as assets

of the Group at thexr far value or, f lower, at the present value of the
minimum lease payments, each determined at the incephion of the lease
The comresponding fiability to the lessor 1s included in the balance sheet
as a finance lease obhgation Lease payments are appertioned between
finance charges and reduction of the lease obligation so as to achisve

a constant rate of interest on the remaining balance of the hability

Finance charges are charged directly as finance costs to the
ncome statement

The property, plant and equipment acguired under finance leases
are depraciated over the shorter of the asset's useful life and the
lease term

Rentals payable under operating leases are charged to ncome

on a straight-ine basis over the term of the relevant lease Benefits
receved and recevable as an incentive to enter into an operating
lease are 2lso spread on a straight-ine basis over the lease tem

t Retirement benefit costs

The Group operates money purchase pension schemes (defined
contnbution schemes) for certaun of its employees  The contnbutions
are charged to the ncome statement as incurred

The Group also operates a small defined benefit pension scheme and
other retrement benefit schemes The assets of these schemes are held
separately from the assets of the Group The costs of providing benefits
under these schemes are determined using the projected unit credit
actuanal valuation method

The current servce cost and gans and losses on settiements and
curtalments are ncluded in selling and administrative expenses in the
income statement Past service costs are smilary included where the
benefits have vested, otherwise they are armorbised on a straght-ine basis
over the vesting penod The expected retumn on assets of funded defined
benefit pension schemes and the imputed interest on pension plan
liabilties compnse the pension element of the net finance cost/income

In the ncome statement

Differences between the actual and expected return on assets, changes
In the retirement benefit obligation due to expenence and changes in
actuanal assumptions are included in the statement of comprehensive
income in full in the penod n which they anse

The liability recognised in the balance sheet in respect of the defined
benefit pension scheme is the present value of the defined benefit
obligation and unrecognised past service cost and future administration
costs at the end of the reporting penod less the far value of plan assets
The defined benefit obligation is calculated annually by independent
actuanes The present value of the defined benefit obligation 1s determnmed
by discounting the estmated future cash outflows using interest rates

of high-quality corporate bonds that are denominated in the currency

in which the benefits will be paid and that have terms to matunty
approximate to the terms of the related pension lability

The calculation of the defined benefit obligation of a defined benefit plan
requires estimation of future events, for exarnple salary and pension
increases, nflaton and mortality rates In the event that future expenence
does not bear out the estimates made i previous years, an adjustrent
will be made to the plan's defined benefit obligation in future penods which
could have a matenal effect on the Group The carmying arnounts of assets
and labiltes relating to defined benefit plans, together with the key
assumptions used In the calculation of the defined benefit obligatons
relating to those plans, are disclosed nnote 8

u Share-based payments

The Group 1ssues equity-settied share-based payments to certain
employees Equity-settled share-based payrments are measured at

far value {excluding the effect of non-market-based vesting conditions)

at the date of grant The farr value determined at the grant date of the
equity-setiled share-based payments 1s expensed on a straght-line basis
over the vesting penod, based on the Group's estimate of the shares
that will eventually vest allowing for the effect of non-market-based
vesting condtions

Far value 1s measured using the Black-Scholes or the Monte Cario preing
models The expected life used in the model has been adjusted, based on
management's best estimate, for the effects of non-transferabilty, exercise
restnctions and behawoural considerations

The Group also provides certan employees with the ability to purchase the
Group's ordinary shares at a discount to the current market value at the
date of the grant The Group records an expense, based on its estmate

of the discount related tc shares expected to vest, on a straght-ine basis
aver the vesting penod

At the end of the reperting penod, the entity revises its estmates for
the number of options expected 1o vest It recognises the impact of
the revision to ongnal estmates, f any, In the Income statement, with
a corresponding adiustment to equity

The proceeds receved net of any directly attnbutable transacton costs
are credrted to share captal (nominal value) and share premium when
the options are exercised

v Diidends

Dmdends on ordinary shares are recognised as a hability in the penod
in which they are approved by the Company’s shareholders

w Provisions

A provision 1s recogrised in the balance sheet when the Group has

a present legal or constructive obligation as a result of a past event, when
it can be reliably measured and i 1s probable that an outflow of economic
benefits will be required to settle the obligation i the effect 1s matenal,
provisions are determined by discounting the expected future cash flows
at a pre-tax rate that reflects cumrent market assessments of the tme value
of money and where appropnate, the nsks specific to the habikty

x Segment reporting

The Group’s segmental analysis has been denved using the information
used by the Chief Cperating Decision Maker The Group's Executve
Committee has been identified as the Chief Operating Decision Maker as
the committee 1s responsible for the allocation of resources to operating
segments and assessing ther performance

Segment assets include all intangble assets, property, plant and
equipment, inventones, trade and other recesvables, cash and cash
equvalents and tax assets Segment labilites compnse manly trade and
other payables, retrement benefit obligations, tax kabilites and certain
borrowings that can be attnbuted to the segment but exclude borrowings
that are for general corporate purposas

Capital expendriure compnses addiions to property, plant and equipment
and mtangible assets The profit measure used by the Executive
Committee 1s Eamings before interest, tax and amortisation {*EBITAT)

The operating segments are reported in & manner which 1s consistent
with the operating segments produced for intemal management reporting
At 30 September 2011 the Group was orgarnused into geographcal
segments based on the location of assets
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FAnancal staterments

Group accounting policies continued

y Non-current assets held for sale and discontinued operattons

A non-current asset (or disposal group) s classrfied as held for sale

if the Group will recover the camying amount pancipally through a sale
ransaction rather than through continung use A non-current asset

{or disposal group) classified as held for sale 1s measured at the lower
of its carmying amount and far value less costs to seli If the asset

{or disposal group) 1s acquired as part of a business combination

it 18 inially measured at far value less costs 1o sell Assets and habilities
of disposal groups dlassified as held for sale are shown separately on
the face of the balance sheet

The results of discontinued operations are shown as a single armount

on the face of the income statement compnsing the post-tax profit or

loss of discontinued operations and the post-tax gan or loss recogrised
either on measurement to far value less costs to sell or on the disposal

of the discontinued operation The Consolidated income statement, the
Consoldated statement of other comprehensive ncome, the Consolidated
statement of cash flows, and the related notes for the pnor year have been
restated to exclude discontinued operatons

zAdoption of new and revised IFRS

New and amended standards not yet mandatory for the Group

At the date of approval of these financial statements, the following
standards, Interpretations and amendments were 1ssued but not yet
mandatory for the Group and earty adoption has not been apphed

Intemational Accounting Standards (1AS")

— |AS 27 [remsed 2011), “Separate Financial Statements”

— IAS 28 {rewised 2011), “Investments in Associates and Joint Ventures”

International Financial Reporting Standards (“IFRS”)

— IFRS 9, “Fnancial Instruments”

{FRS 10, “Consolidated Financial Statements”

IFRS 11, “Jont Arangements”

IFRS 12, “Disciosures of Interests in Other Entities”

IFRS 13, “Far Value Measurerment”

international Financial Reporting Standards Intevpretations Cormmittee

(“IFRS IC"} interpretations

— Amendment to IFRIC 14, “Prepayments of a Minmum Funding
Requirement”

Amendments to extstng standards
— Amendment to IFRS 1, "First-trme Adoption of IFRS”

- Amendment to IFRS 7, “Financial Instruments Disclosures”
- Amendment to IAS 1, “Presentation of Financial Statements”
- Amendment to IAS 12, “Income Taxes"

- Amendment to IAS 19, “Employee Benefits”

- Amendment to IAS 24, “Related Party Disclosures”

— Annual Improvernents to IFRSs 2010

It 1s considered that the above standards, amendments and
nterpretations will not have a significant effect on the resuts

or net assets of the Group but wall ncrease the level of disclosure
to be made In the financial statements
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The amendment to 1AS 24, the Annual Improvements to IFRSs 2010
and the armendment to IFRIC 14 are the only amendments endorsed by
the EU at the date of approval of these Consolidated financial statements
The other IFRSs, IFRS IC interpretatons and amendments to existing
standards are not yet endorsed

A Critical accounting estunates and judgements

In prepanng the Consoldated financial statements, management has to
make judgements on how to apply the Group's accounting polcies and
make estmates about the future The crtical judgements that have been
made in amving at the amounts recognised in the Consolidated financal
statements and the key sources of estimahon uncertanty that have a
significant nsk of causing a matenal adusiment to the camyng value of
assets and habilites i the next financial year, are discussed below

Acquisitions

When acqunng a business, the Group has to make jJudgements and best
estimates about the far valus allocation of the purchase pnce The Group
seeks appropnate competent and professional acdvice before making any
such allocations The Group tests the valuation of goodwill on an annual
basis and whenever events or changes In circumstances indicate that the
carying amounts may not be recoverable These tests require the use of
estrnates (note 5 1)

Impatment reviews

The Group tests annually whether goodwill has suffered any mparrment,
1n accordance with the accounting policy stated above The recoverable
amounts of cash-generabng units have been determined based on
value-in-use calculations These calculations require the use of estmates
(note5 1)

income taxes

The Group 1S subject 1o Income taxes IN numerous junsaicions
Significant jJudgement is required in determining the worldwide prowsion
for ncome taxes There are transactions and calculatons for which the
uthmate tax determination 1 uncertain dunng the ordinary course of
business The Group recognises llabiibes for anticipated tax audit issues
based on estimates of whether additional taxes will be due Where the
final tax outcome of these matters is different from the amounts that were
recorded, such differences will impact the iIncome tax and deferred tax
provisions In the penod in which such determination is made




Results forthe year

1 Segment information

In accordance with IFRS 8, “Operating Segments”, Information for the Group's operating segments has been derved using the information used by
the Chief Operating Decision Maker The Group's Executive Committee has been identified as the Chref Operating Decision Malker as the committee
15 responsibie for the allocation of resources to operating segments and assessing therr performance  The profit measure used by the Executive
Committee 1s Eamings before interest, tax and amortisation {("EBITA") which excludes the effects of amortisation of acquired intangble assets and
the net amortisation of software development expenditure on a constant currency basts Operating segments are reported in a manner which 1s
congistent with the operating segments produced for intemal management reporting

The operating segments have been restated for the year ended 30 September 2010 In kne with the Execuitive Committee changes made dunng
the current financial year The man change 1s that UK & lreland 15 no longer a separately dentifiable segment and has been combned with Mamnland
Europe into a new Europe segment

The Group Is organised into three operating segments The UK 1s the home country of the parent The main operations in the pnncipal temtones are
as follows

- Europe (UK & Ireland, France, Spain, Germany, Switzerand, Poland and Portugal)

— North Amenca (US and Canada)

- AAMEA (Afnca, Australia, Middie East and Asia)

The Afnca operations are pnncipally based in South Afnca, the Middle East and Asia operations are principally based in Singapore, Malaysia, UAE and

India The revenue analysis In the table below 1s based on the focation of the customer which 1s not matenally different from the location where the order
15 received and where the assets are located

The tables below show a segmental analysis of the resuits for continuing operatons For information relatng to discontinued cperations refer to note 15

1 1 Revenue by segment

Restated
Year ended 30 Septomber 2011 Year ended 30 Septernber 2010 Change
Nor- Nor-
GAAP GAAP
Organic Non- Undedyng  Organc organc Underiyng organc
IFRS reverue GAAP IFRS  Curency at constant revenue  constant IFRS atconstant  constant
statutory adjustment’ organic  statutory mpact?  curency adustment'  cumency  stalutory  curency  cumency
£m £m £m £m £m £m £m £m % % %
Subscnption revenue
by segment
Europe 500.9 - 5009 4760 21 4781 0 4775 5% 5% 5%
North Amenca 209.7 {15.) 2846 2960 81 2879 (150 2729 1% 4% 4%
AAMEA 75.9 3.7 722 616 39 655 (16 639 23% 16% 13%
Subscription revenue 876.5 (188} 857.7 8336 21 8315 (172) 8143 5% 5% 5%
Software and software-related
services revenue by segment
{“SSRS")
Europe 294.8 - 2948 2835 22 2857 07 2850 4% 3% 3%
North Amenca 91.2 (9.0} 822 966 33 933 (8 4) 849 -6% -2% -3%
AAMEA 71.6 1.7 69.9 640 31 671 (14) 657 12% 7% 6%
SSRS revenue 4571.6 (10.7) 4469 4441 20 4461 {105 4356 3% 3% 3%
Total revenue by segment
Europe 795.7 - 7957 7595 43 7838 13 7625 5% 4% 4%
North Amenca 390.9 (24.1} 3668 3926 (114 3812 (234 3578 0% 3% 3%
AAMEA 147.5 {(54) 1421 1256 70 1326 30) 1296 17% 11% 10%
Total revenue 1,334.1 {20.5) 1,3046 12777 1) 12776 (277 1,2499 4% 4% 4%

1 Organic revenue adustment exdludes the contributions of curent and pnor year acguisitons . disposals and non-core products
2 Foresgn cumency results for the pnor year ended 30 September 2010 have been retranslated based on the average exchange rates for the year endad 30 September 2011 of $1 81/81 and €1 1581
to faciktate the companson of results
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Rnancial statements

Results for the year continued

1 Segment information continued

1 2 Profit by segment
Restated
Year ended 30 September 2011 Year ended 30 September 2010 Change
Undiertyng Underying
IFRS IFRS Non-GAAP IFRS Non-GAAP
statutory statutory Non-GAAP EBTA  stattory NonGAAP EBITA
operating Non-GAAP  cperatrg EBTA  Cumency constant  operating EBITA constant
profit Ady EBITA profit Adj? reparted mpact? curency profit reported anency
£m £m £m £m £m £m £m £m % % %
Profit by segment

Europe 213.7 154 229.1 194 8 176 2124 17 2141 10% 8% 7%
North Amenca 94.2 5.5 99.7 830 100 930 32 898 13% 7% 11%
AAMEA 35.4 09 36.3 32 06 318 10 328 13% 14% 1%
Total profit 343.3 218 365.1 3090 282 3372 05 3367 11% 8% 8%

1 Aclustment nckades the effects of amarbsaton of acaured ntangble assets and the net amorisaton of software devalopment expenditure

2 Foreign currency reseits for the pnor year ended 30 Septernber 2010 have been retranslated based on the average exchange rates for the year ended 30 Septermber 2011 of $1 61/£1 and €1 15401

to faciitate the companson of results
North

Year ended 30 September 2011 Note Eumgne N“a";: MM& Gmgg
The results by segment were as follows.
Continuing operations
Revenue 795.7 390.9 147.5 1,334.1
Segment operating profit 21 2137 94.2 354 343.3
Finance income 23 1.9
Finance costs 23 {14.4}
Profit before taxation 330.8
Income tax expensse 3 (74.8)
Profit for the year from continuing operations 256.0
No single customer contnbuted mere than 10% of the Group's revenue in the current or prior year
Reconcihation of Non-GAAP EBITA! to IFRS statutory operating profit
Non-GAAP EBITA? 229.1 99.7 363 365.1
Net amortisation of software development expendture (0.1) - - {0.1)
Amortisation of acquired intangible assets (15.3) (5.5) (0.9) {21.9
Operating profit 213.7 94.2 354 343.3
T EBITA measure (Eamings before nterest, tax and amortsabon) exciudes the effects of
» Amorisation of actured ntangble assets and
* Net amortisation of software development expenditure
Restated Furope A AAMEA o
Year ended 30 September 2010 Nota £m m £m £m
The results by segment were as follows:
Continuing operations
Revenue 769 5 3926 1256 12777
Segment operating profit 21 194 8 830 312 3090
Finance income 23 33
Finance costs 23 (13 4)
Profit before taxation 2989
Income tax expense 3 (84 4)
Profit for the year 2145
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Restated Noxthh

Year ended 30 September 2010 o i g o
Reconciliation of Non-GAAP EBITAT to IFRS statutory operating profit
Non-GAAP EBITA? at constant exchange rates 2141 898 328 3367
Impacts of movernents in foreign cumency exchange rates an 32 (10 05
Non-GAAP EBITA} 2124 930 318 3372
Net amortisation of software development expenditure 03 on - 04
Amortisation of acquired intangible assets (17 3 99 [(833) (27 8)
Operating profit 194 8 830 312 3080
1 3 Assets and labtlities by segment
North

Europe Amenca AAMEA Group
Year ended 30 September 2011 Nate frn £m £m fm
The assets and liabiliies by segment were as follows
Segment assets 1,261.4 1,111.7 119.1 2,492.2
Segment Labiities {518.1) (204.4) {73.9} {795 9)
Segment net assets 7433 907.3 45.7 1,696.3
Unallocated habiliies
— Non-current assets classified as held for sale 154 251.1
- Non-current labilities classified as held for sale 154 497)
— Corporate borrowings {189.9}
Total net assets 1,707.8
Other segment information by segment was as follows
Capital expenditure — property, plant and equipment 6 14.9 8.2 24 255
Capital expenditure — intangible assets 52 25 6.8 - 9.3
Depreciation 6 14.0 56 2.2 21.8
Amortisation of iIntangible assets 52 17.2 10.0 0.9 28.1
Other non-cash expenses — share-based payments 142 2.0 0.8 0.4 3.2

Segment assets nclude all intangible assets, property, ptant and equipment, inventones, trade and other recevables, cash and cash equivalents and tax
assets Segment labilites compnse mainly trade and other payables, deferred income, retirement benefit obligations, tax liabilites and certain borrowings
that can be attnbuted to the segment but exclude borrewings that are for general corporate purposes Capital expenditure compnses additiens to
property, plant and equipment and intangible assets

North

Year ended 30 September 2010 Nota Emf?ﬁ Amercrn: AAMQE-;? Grui‘.rﬁ
The assets and habiliies by segment were as follows:

Segment assets 1,1336 14570 1308 2,721 4
Segment labilties {484 5) {255 3) 862 826 0)
Segment net assets 649 1 1,2017 446 1,895 4
Unallocated labilites

- Corporate borrowings {246 0}
Total net assets 1,6494

Other segment information by segment was as follows:

Capital expenditure — property, plant and equipment 6 189 82 13 284

Capital expenditure — intangible assets 52 13 58 - 71

Depreciation 6 141 58 23 222

Amortisation of ntangble assets 52 194 224 06 42 4

Other non-cash expenses - share-based payments 142 67 27 086 100
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Results for the year continued

2 Profit before tax
2 1 Operating prafit

Contmumg Discontmued Continung Discontinued
The following rtems have been included in amiving at operating mﬂg‘f 2011 Wa;g?f, Wa;g‘;
profit Note £m £m £m £m
Staff costs 22 611.6 66.7 5930 636
Inventones
- Cost of nventones recogrused as an expense (included n cost of sales) 71 127 9.0 137 84
Depreciation of property, plant and equpment
- Owned assets 213 0.7 211 09
—Under finance leases 0.5 - 02 -
Amortisation of Intangble assets
{excluding amortisation of development expenditure) 52 28.0 8.7 328 92
Amortisation of development expenditure 52 0.1 - 04 -
Loss on disposal of property, plant and equipment 25 - 02
(Profityloss on disposal of ntangble assets (1.3} - 02 09
Other operating lease rentals payable
- Plant and machinery 6 25 - 30 01
- Property 6 275 1.9 314 21
Reparrs and maintenance expenditure on property, plant and equipment 23 0.1 53 01
Net foreign exchange losses/{gains) 04 - 1) -
Research and development expenditure 151.9 14.0 1459 130

Services provided by the Group’s auditor and network firms

Bunng the year, the Group (ncluding its overseas subsidianes) obtained the following services from the Group's auditor at costs as detailed below

2011 2010
£m £m
Fees payable to the Company auditor for the audt of parent Company and consolidated accounts 20 19
Fees payable to the Company auditor and tts associates for the audit of the Company's subsidianes
pursuant to legislation 0.2 02
Total audt fees 22 21
Tax services and tax compliance work 1.4 15
Total fees 3.6 36
The total audtt fee for the Group, Including the audit of overseas subsichanes, was £2 2m (2010 £2 1my}
The Board's polcy in respect of the procurement of non-audit services for the Group’s auditor 1$ set out on pages 49 and 50
2 2 Employees and directors
Contmumyg Discontnued Contrung Drscontnued
operations operations cperabons oparabons
2011 2011 2010 2010
Average monthly number of people employed (including directors) number number number nurmber
By terntory
Europe 7,806 - 7,551 -
North Amenca 2,754 1,180 2,800 1,175
AAMEA 1,825 - 1,730 -
12,385 1,180 12,081 1,175

B2 | The Sage Group plc | wwwisage com




Contmumg Discontmued Contruing Drsconbrued
opergtons operabons operabons operabions
2011 2011 2010 2010
Staff costs {including directors on service contracts} Note fim £m £m £€m
Wages and salanes 5027 851 480 8 514
Socia secunty costs 93.9 10.3 891 120
Share-based paymenits 142 3.2 0.1 98 02
Other pension costs 8 11.8 1.2 133 -
611.6 66.7 5030 636
2011 2010
Key management compensation om £m
Salanes and short-term employee benefits 7.3 79
Post employment benefits 1.0 08
Share-based payments 1.7 41
10.0 128
The key management figures gven above Include drrectors Key management personnel are deemed to be members of the Executve Committee as
shown on page 5
2 3 Finance tncome and costs
Restated
2011 2010
£m £m
Finance income - interest income on short-term deposits 1.9 33
Finance costs:
Finance costs on bank borrowings {4.3) 7 3)
Finance costs on US senior loan notes 8.7 48
Amortisation of 1ssue costs (1.4) {13
Finance costs (14.4) (13 4)
Net finance costs (12.5) (101)
3 Income tax expense
Restated
201 2010
Analysis of charge in the year Note £m £m
Current tax
— Current year 110.5 893
— Adjustrment in respect of pnor year (37.5) 44
Current tax 730 937
Deferred tax
- Ongination and reversal of temporary differences (2.0) 7 1)
— Adjustment in respect of pnor year 3.8 22
Deferred tax 9 1.8 ©3
Income tax expense 74.8 844

Current tax adjustments in respect of pnor years of £37 5m reflect the resolution of a number of histoncal tax matters with the tax authorties

Restated
Tax on tems charged/{credited) to other comprehensive Income Note m;; 20;]2
Deferred tax charge/{crednt) on share oplions 145 1.7 81
Cument tax charge/{credit) on exchange movemnent - 36
Total tax on tems charged/{credited) to other comprehensive income 1.7 67
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Results for the year continued

3 Income tax expense continued

The tax for the year is lower {2010: higher) than the standard rate of corporation tax 2011 Hastzzg?g
in the UK 27% (2010: 28%). The differences are explained below: m £m
Profit on ordinary achvittes before taxation 330.8 2989
Profit on ordinary actmties muttipled by rate of corporation tax in the UK of 27% (2010 28%) 89.3 837
Tax effects of

Adjustment in respect of pnor year {33.7) 22
Adjustment in respect of foraign tax rates 17.4 115
Non-deductible expenses and permanent tems net of non-taxable ncome and other credits 1.8 (130)
Total taxation 74.8 844

Finance Act 2011, which was substantively enacted on 5 July 2011, ncludes legistation reducing the main rate of UK corporation tax to 25% from
1 Apnl 2012 Further reductons to the UK corporation tax rate are propesed to reduce the rate by 1% per annum to 23% by 1 Apnl 2014 These
proposed reductions in the rate of UK corporation tax are expected to be enacted separately each year

4 Earnings per share and dividends
4 1 Earmngs per share

Basic eamings per share is calculated by divding the profit attnbutable to equity holders of the Company by the weighted average number of ordinary
shares in Issue dunng the year, excluding those held in the employee share trust (note 14 5), which are treated as cancelled

For diluted eamings per share, the werghted average number of ordinary shares In iIssue 1s adjusted to assume conversion of all dilutive potential ordinary
shares The Group has two dasses of diutive potential ordinary shares those share options granted to employees where the exercise pnce is less than
the average market pnee of the Company's ordinary shares dunng the year and the contingently 1ssuable shares under the Group's long-term incentive
plan For performance related share plans, a calculation s performed to determine the satisfaction, or otherwise, of the forecast performance conditions
at the end of the reporting penod, and the number of shares which would be 1ssued based on the forecast status at the end of the reporting penod

Restated
Reconciliations of the eamings and weighted average number of shares undwg;:g Umzimg 2011 Stat;o?g
Eamings (Em)
Profit for the year from continuing operations £274.0m £235 1m £256.0m £214 5m
Profit/loss) for the year from discontinued operaticns £11.5m £16 9m (£67.0m) £128m

£285.5m £252 Om £189.0m £227 3m

Number of shares (millions)

Weighted average number of shares 1,316.7 13149 1,316.7 1,3149

Dilutive efiects of shares 104 45 104 45
1,327.1 13194 1,327.1 1,3194

Eamings per share

Basic eamings per share (pence)

Continung operations 20.81p 17 88p 19.44p 16 30p

Discontinued operations 0.87p 128p (5.09p) 093p

21.68p 1916p 14 35p 17 29p

Diluted earmings per share (pence)

Continuing operations 20.65p 17 82p 19 29p 16 26p
Discontinued operations 0.86p 128p (5.05p) 097p
21.51p 19 10p 14.24p 17 23p
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Restated

Reconciliation between statutory and underlying earrungs per share mi;:: 20212
Profit for the year from continuing operations 256.0 2145
Adjustments:
Eamings — trading from discontinued operations 18.9 286
Intangible amortisation excluding amortisation of computer software 218 282
Taxation on adjustments (1.2 (18 4}
Net adjustments 295 384
Eamings - underlying (before exchange movement) 285.5 2529
Exchange movement - (13
Taxation on exchange mavement - 04
Net exchange movement - 09
Eamings - underlying (after exchange movement} 285.5 2520
Exchange movement relates to the retranslation of pnor year results to current year exchange rates as shown n the table on page 15 withn the
Financial review
4 2 Dvidends
2011 2010
£m £m
Final dvdend paid for the year ended 30 September 2010 of 5 22p per share 68.7 -
(2010 final dvdend paid for the year ended 30 September 2008 of 4 93p per share) - 647
Intenm dvidend paid for the year ended 30 September 2011 of 2 68p per share 35.3 -
(2010 ntenm dmdend pad for the year ended 30 September 2010 of 2 58p per share} - 339
104.0 986

In addition, the directors are proposing a final dmdend in respect of the financial year ended 30 September 2011 of 7 07p per share which will absort
an estimated £93 1m of shareholders’ funds t will be paid on 2 March 2012 to sharsholders who are on the register of members on 10 February 2012

These financial statements do not reflect this dmdend payable
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5 Intangible assets

5 1 Goodwill
2011 2010

Note £m £m
Cost
At 1 October 2,031.1 20308
Additions 166 0.7 91
Disposals 166 (1.3 88
Reclassiiication to assets held for sale {304.6) -
Exchange movement 104 -
At 30 September 1,736.3 20311
Impaiment
At 1 October - -
Impaiment in the year 152 (121.5) -
Reclassification to assets held for sale *121.5 -
At 30 September - -
Net book amount at 30 September 1,736.3 2,031 1

Detalls of acquistions and disposals I the year are shown in note 16 Dunng the year, goodwill was reviewed for mparment in accordance with IAS 36
For the purposes of this impaiment review, goodwill for continuing operations has been valued on the basis of discounted future cash flows ansing In
each relevant cash-generating unit

In September 2011 Sage reached a defintive agreement to sell Sage Software Healthcare LLC ("Sage Healthcare”), to Vista Equity Partners for

€203 8m As a result an impairment loss on goodwill of £121 5m has been recognised The loss was calculated on the basis of far value less costs to
sall The results for Sage Healthcars have been reclassified to discontinued operations, the assets and liabiliies are classified separately in the balance
sheet as held for sale Detaled information s showninnote 15 4

Goodwill impairment tests
Goodwll acquired In a business combination is allocated to one or more cash-generating units (‘*CGUs") CGUSs represent the operations of a country or,
in more matenal operations, dvisions wathin a country

The following table shows the allocation of the carrying value of goodwill at the end of the reporting pernicd by geographic area

2011 2010
£m om
UK & Ireland 2123 2124
France 277.7 2787
Gemany 272 273
Switzerand 359 30
Poland 6.5 72
Spain 134.2 1349
North Amenca
— Sage Business Solutions Dvsion 793.7 7849
— Sage Payment Salutions Dvision 160.6 1687
- Sage Healthcare Dvsion - 3012
South Afnca 42.4 455
Australia 25.7 257
Asia 20.1 2186
1,736.3 2,031 1

The man moverment in goodwil by geography was the reclassification of goodwill relating to Sage Healthcare Dwision (North Amenca) to assets held for
sale, the majonty of all other movements compared to prior year were due to the impact of foreign cumency exchange movements
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The Group conducts annual impairrment tests on the carrying value of goodwall, based on the recoverable amount of CGUSs to which goodwill has been
allocated The recoverable amounts of CGls are deterrnined from value-in-use calculations The key assumpbons in the value-in-use calculations are
the discount rate applied, the long-term operating margin (EBITA) and the long-term growth rate of net operating cash flows In all cases, the approved
budget for the following financial year formed the basis for the cash flow projections for a CGU The approved cash flow projections in the four financial
vears followng the budget year reflected management's expectations of the medium-term operating performance of the CGU and growth prospects
in the CGU's market

— The discount rate applied to a CGU represents a pre-tax rate that reflects the market assessment of the tme value of money at the end
of the reporting penod and the nsks specific to the GGU The discount rates appled to CGUs were In the range of 6 8% (2010 8§ 3%)
to 19 9% (2010 17 7%}

- The long-term operating margin assumed for a CGU's operations 1s pnmarly based on past performance For some CGUSs, those for
which management has strong reason to believe that past operating margins are not indicative of future operating margins, expected
futurs improverments from sustainable operating cost savings are also Included N management's assessment of the long-term operating margin
The long-term operating margin apphed to CGUs was in the range of 21% (2010 18%j) to 50% (2010 44%)
- Long-term growth rates of net operating cash flows are assumed equal to the long-term growth rate in the gross domestic product
of the country In which the CGU’s operations are undertaken and were in the range of 1 6% {2010 1 3%) to 5 5% {2010 5 6%)

Goodwill mparment tests were conducted separately for each CGU

Sensttvily to changes in assumplions )
Management believes that no reasonable potential change in any of the above key assumptions would cause the camying value of any unit to exceed
its recoverable amount

The value-n-use calculations are sensitive to changes in discount rates The discount rates used are based on estimated weighted average costs of
capital In each country before tax and reflect specific nsks relating to the relevant CGUs

The largest CGU 1s Sage Business Solutions Dvision, which constitutes approximately 46% of the carmyng value of goodwall at the end of the reporting
penod The discount rates apphed to this CGU would have to increase by 40%, to result In a value-in-use equal to the carrying value of the goodwill
This assumes all other key assumptions applied within the vatue-in-use calculations reman constant

5 2 Other intangtble assets
Acqured Intemnal Computer Custamer
Brands Technology IPR&AD IPR&D software relabonships Total
£m £m £m £m £m £m £m
Cost at 1 October 2010 43.9 965 04 5.6 66.2 16527 365.3
Continuing operations
- Addrtions - - - - 4.0 53 93
- Disposals - - - - {69) - (6.9)
- Acquisitions - 03 - 0.3
- Exchange movement - (0.3} - - 07 0.7 1.1
Discontinued operations
- Additions - 19 - - 0.8 - 27
— Disposals - - - - (0.) - (0.1)
- Reclassification to non-current assets
classified as held for sale (8.0) (162) - - (12.5) {50.5} {87.2)
At 30 September 2011 35.9 819 0.4 5.6 52.5 108.2 284.5
Accumulated amortsation
at 1 October 2010 16.4 60.1 0.3 5.5 203 836 186.2
Continuing operations
— Charge for the year 2.2 9.6 0.1 0.1 6.3 938 28.1
- Disposals - - - - (6.6) - {6.6)
— Exchange movement 0.2 (0.2) - - 0.3 0.8 11
Discontinued operations
- Charge for the year 0.6 20 - - 1.2 4.9 8.7
- Disposals - - - - 01) - (0.1)
- Redclassrfication to non-current assets
classified as held for sale (3.1} (10.3) - - {106) {27.0) (51.0)
At 30 September 2011 16.3 61.2 04 5.6 10.8 721 166.4
Net book amount at
30 September 2011 19.6 207 - - M7 36.1 118.1
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5 Intangible assets continued
5 2 Other intangible assets continued

Intermal Computer Customer
Brands Technology IPRSD IPRID software relatonships Total
£m £m £m £m £m £m £m

Cost
At 1 October 2009 457 992 04 56 714 1514 3737
Additions - - - - 53 18 71
Acquisiions - 13 - - - 15 28
Disposals (10) (19 - - (107) (14 (150
Exchange movement ©8 z1) - - 02 {0 6) 33
At 30 September 2010 439 965 04 56 66 2 i527 3653
Accumulated amortisation
At 1 October 2009 145 482 02 51 241 656 157 7
Charge for the year 29 136 01 04 66 188 42 4
Acquistions - - - - - - -
Disposals (10 10 - - (102 08 (130)
Exchange movement - 07 - - 02 - 09
At 30 September 2010 16 4 60 1 03 55 203 836 186 2
Net book amount at
30 September 2010 275 364 01 01 459 691 1791

Al amortisation charges refating to continuing operations in the year have been charged through seling and admirstratve expenses Intangible assets
{other than intemally generated IPR&D and computer software) relate to identifiable assets purchased as part of the Group's business combinations
Intangible assets are amortised on a straght-ine basis over ther expected useful economic life

6 Property, plant and equipment

Mctor vehicles
Land and Plant and and office
buildmgs eqgupment equipment Total
£m £m £ £m
Cost at 1 October 2010 100.3 151.4 61.6 3133
Continuing operations
- Addtions - 18.6 6.9 255
- Disposals 0.7) {23.4) {10.1} 34.2)
- Acquisitions/disposals of subsidianes - 0.2 .1} {0.3)
— Exchange movermnent 04 (0.7} {0 4) 0.7
Discontnued operations
- Additions - 0.6 -~ 0.6
- Disposals - (0.2) - (0.2}
- Redlassification to non-current assets dassified as held for sale {1.8) 4.7) {1.5) (8.0}
At 30 September 2011 98.2 141.4 56.4 296.0
Accumulated depreciation at 1 October 2010 10.0 109.5 442 163.7
Continuing operations
— Charge for the year 1.9 145 54 21.8
- Disposals 0.7} (18.4) (10.2) {29.3)
- Acquisihons/disposals of subsidianes - 0.1} 0.1) (0.2
- Exchange movement 0.1 {06} (0.3) {0.8)
Discontinued operations
- Charge for the year 0.1 0.4 0.2 0.7
- Disposals - 0.3 - 0.3
- Redlassrfication to non-curent assets classified as held for aale {1.0) {3.5} {1.2) {6.1)
At 30 September 2011 10.4 101.2 38.0 149.6
Net book amount at 30 September 2011 87.8 40.2 184 146.4
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Land and Plart and and ofiice
buldings equipment equpment Total
£m £m £m £m
Cost
At 1 October 2009 965 1468 582 3025
Additions at cost 55 161 68 284
Acquistions/disposals of subsidianes 07 03 - (20
Dispossls o7 {11 5) 3 6) (158)
Exchange movement 07 03 {08 02
At 30 September 2010 1003 151 4 616 3133
Accumulated depreciation
At 1 October 2009 90 1062 438 158 0
Charge for the year 17 152 53 222
Acquistions/disposals of subsidianes {0 8} 1) - {09
Disposals - (109 {4 1) (150}
Exchange movement 01 01 08 {06
At 30 September 2010 100 1095 44 2 16837
Net book amount at 30 September 2010 903 419 174 1496

Depreciation expenses from continuing operations of £21 8m (2010 restated £21 3m) have been charged through selling and administrative expenses

note 2 1)

Lease rentals amourting to £2 5m (2010 restated £3 Om) and £27 5m (2010 restated £31 4m) relating to the lease of plant and machinery and

property respectively have also been charged through selling and adimuristrative expenses note 2 1)

Assets held under finance leases have the following net book amount z:g; 2o£1rg
Cost 3.6 34
Accumulated depreciation {1.1) {086
Net book amount 25 28

Included in assets held under finance leases are plant and equpment with a net book amount of £2 4m (2010 £2 6m) and vehicles £0 1m (2010 £0 2m)

7 Working capital
7 1linventones
201 2010
fm £m
Matenals 0.7 07
Finished goods 1.8 34
25 41

The Group consumed £12 7m (2010 restated £13 7m) of inventones, included in cost of sales, dunng the year There was no matenal wite down of

inventones dunng the current or pnor year

7 2 Trade and other receivables

Amounts fating due within one year 2021‘:‘ 20212
Trade recevables 279.6 2622
Less provsion for impaiment of recevables (29.2) (27 4)
Trade recevables — net 250.4 2348
Other recevables 14.7 197
Prepayments and accrued income 20.3 218

285.4 2763
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7 Working capital continued
7 2 Trade and other recewvables continued

The Group’s credit nsk on trade and other recenables 1s pnmanly attnbutable to trade recenvables The Group has no significant concentrations of credit
nsk since the nsk Is spread over a large number of unrelated counterparties The directors estimate that the carying value of financial assets within trade
and other recenables approximated ther farr value

The Group considers the credit quality of frade and other recevables by geographical locaton The Group consider that the camying value of the
trade and other recevables that s disclosed below gves a farr presentation of the credit qualty of the assets This is considered to be the case as
there 1s a low nsk of defautt due to the high number of recumng customers and credit control policies, thus the camying value 1s expecled to be the
final value receved

Trade and other receivables by geographical location: ma::. 20:}2
Europe 199.8 1829
North Amenca 49.7 564
AAMEA 15.6 162
265.1 2545
2011 2010
Movements on the Group provision for impairment of trade recevables were as follows: £m £m
At 1 October 27.4 314
Disposal of subsidianes {0.5) {03
Increase In provision for recevables imparment 9.3 61
Recevables wntten-off dunng the year as uncollectible {4.5) 69
Unused amounts reversed 2.2 a7
Exchange movement {0.2) (12
Reclassiication to non-current assets classified as held for sale {0.1) -
At 30 September 202 274

In determining the recoverability of a trade recewvable, the Group considers the ageing of each recenvable and any change in the circumstances of the
ndividual recevables The directors belleve that there 1s no further prowsion required in excess of the allowance for doubtiul debits

The creation and release of provision for impaired recevables have been included in selling and administrative expenses in the Income statement
Amounts charged to the allowance account are generally wntten-off when there 1$ no expectation of recovenng additienal cash

At 30 September 2011, trade recevables of £33 Om (2010 £29 3m) were ether partally or fully impared

2011 2010
The ageing of these receivables was as follows: £m m
Mot due 3.5 10
Less than six months past due 7.7 G4
More than six months past due 21.8 219
33.0 293

Trade recevables which were past ther due date but not mparred at 30 September 2011 were £54 9m (2010 £51 4m)
The ageing of these receivables was as follows. m{; 20912
Less than six months past due 49.5 462
More than six months past due 54 52
549 514

The maximum exposure to credit nsk at the end of the reporting penod 1s the farr value of each class of recervables mentioned above the Group held
no collateral as secunty The directors estimate that the carmying value of trade recevables approximated therr far value

7 3 Trade and other payables

2011 2010

£m £m

Trade payables 7.7 862
Other tax and social secunty payable 65.0 712
Accruals 124.5 1315
261.2 2889
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7 4 Deferred income

2011 2010
£m £m
Deferred income 404.7 a0z 7

Revenue not recognised in the Income statement under the Group accounting policy for revenus recognition 1s classified as deferred income in the
balance sheet to be recogrised n future penads

8 Retirement benefit obligations

The Group has established a number of pension schemes around the world covenng many of its employees Al of these schemes are defined
contnbution schemes with the exception of a small defined benefit pension scheme in Switzerand and another retirement benefit scheme in France
Under French legislation, the Group 1s required to make one-off payments to employees in France who reach retirement age while still in employment

Restated
2011 2010
Pension costs Note £m fm
Defined contnbution schemes 9.8 120
Defined benefit plans 2.0 13
22 11.8 133
Defined benefit plans

The most recent actuanal valuations of the retirement benefit plans were performed by Emsst & Young in October 2011
Weighted average pnncipal assumptons made by the actuaries 201; 201}2
Rate of increase in pensionable salanes 2.80 280
Rate of ncrease In pensions In payment and deferred pensions 0.00 000
Discount rate 2.80 290
Inflation assumplion 1.60 150
Expected return on plan assets 2.50 400
2011 2010
Mortality rate assumptions made by the actuanes years years
Average life expectancy for 65-year-old male 19.9 194
Average Ife expectancy for 65-year-old female 244 239
Average life expectancy for 45-year-old male 329 327

Average life expectancy for 45-year-cld female 39.0 387

2011 2010
Amounts recognised in the balance sheet em m
Present value of funded obligations (29.5) (26 2
Far value of plan assets 17.8 149
Net hability recogrused in the balance sheet (11.7) (113

The expected return on plan assets 18 based on market expectation at the beginning of the penod for retums over the entire Ife of the benefit obligation

Major categones of plan assets as a percentage of total plan assets £m zou £m 20152
Bonds 114 64.1 98 64 4
Equities 29 16.3 24 161
Property 1.5 84 12 81
Other 20 11.2 17 114

17.8 100.0 149 1000

The expected return on plan assets 1s determined by considenng the expected retums avallable on the assets underying the current nvestment policy
BExpected yields on fixed interest nvestments are based on gross redemption yields at the end of the reporting penod  Expected returns on equity and
property investments reflect long-term real rates of retum expenenced in the respective markets

Expected contabutions to post employment benefit plans for the year ending 30 September 2012 are £0 8m (2010 expected contnbutions year ending
30 September 2011 £0 9m}
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Operating assets and liabtlities continued

8 Retirement benefit obligations continued

2011 2010
Amounts recognised in the income statement £m m
Interest cost (0.9) o8
Expected retum on plan assets 04 10
Current service cost {1.5) {15
Total included within staff costs {2.0) 13
The entire cost 1s Included within selling and administrative expenses
2011 2010
Changes in the present value of the defined benefit obligation m £m
Present value of obligation — 1 October {26.2) @817
Exchange movement {14) (13
Disposal - a0
Service cost (1.5) (15
Plan participant contnbutions 0.7 o6
Interest cost (0.9) {08
Benefits pad - 13
Reclassticatron (0.3) 05
Actuanal gain/{loss) on benefit obligation 1.5 {01
Present value of obligation ~ 30 September (29.5) (26 2)
201 2010
Changes in the fair value of plan assets £m £m
Far value of plan assets — 1 October 14.9 199
Exchange movement 14 15
Disposal - 7 4)
Expected retum on plan assets 0.4 10
Employer's contnbutions 09 08
Employee’s contnbutions 0.7 06
Benefits pad - (13
Actuanal loss on plan assets {0.5} {02
Fair value of plan assets — 30 September 17.8 149
2011 2010
Analysis of the movement in the balance sheet liability m m
At 1 October {11.3) (118
Exchange movement - 02
Disposal - 16
Total expense as recogrised in the income statement (2.0 13
Contnbutions pard 0.9 08
Reclasstfication 0.3) 05
Actuana gan/loss) 1.0 {03
At 30 September (11.7) (11 3)
The reduction on plan assets was £0 1m (2010 £0 3m retum)
201 2010 2009 2008 2007
History of expenence gains and losses £m £m m om £m
Present value of defined benefit obligation {29.5) (26 2} 317 (20 0) (179
Farr value of plan assets 178 149 199 161 126
Deficit (11.79) (113 (118 39 5 3)
Expencnce adjustments on pian iaburbes {1.5 01 02 35 68
Expenence adjustments on plan assets 0.5 02 05 07 76
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201 2010

Cumulative actuarial gains and losses recognised outside profit or loss €m om
At 1 October 0.3 06
Actuanal gamns/{losses) recogrised in the year (before tax) 1.0 03
At 30 September 1.3 03

9 Deferred income tax

Deferred income tax has been calculated at 25% (2010 27%) In respect of UK companies (baing the corporation tax rate at which tming differences
are expected to reverse) and at the prevailing rates for the overseas subsidianes

Finance Act 2011, which was substantively enacted on 5 July 2011, includes legislation reciucing the main rate of UK corporation tax to 25% from
1 Apnl 2012 As such deferred tax balances at 30 September 2011 have been calculated using a rate of 25%

Further reductions to the UK corporation tax rate are proposed to reduce the rate by 1% per annum to 23% by 1 Apnl 2014 These proposed
reductions in the UK rate of comporation tax are expected to be enacted separately each year The overall effect of the further changes from 25%
t0 23%, If these were applied to the UK deferred tax balance at 30 September 2011, would not be matenal to these Group financial statements

The movement on the deferred tax account 1s as shown below: ”S.J, 2051,2
At 1 October {29.2) 337
Acquistion of subsidanes 0.6 © 8}
Disposal of subsidianes - Q1)
Taxahon on discontinued operations 38.6 -
Transfer from current Income tax liabilities (0.4) 32 |
Income statement (charge)/credit (1.8) 38
Exchange movement (0.1) 17
Share options 1.7 31

At 30 September 6.0 (29 2)

Deferred tax assets have been recognised in respect of all tax losses and other temporary diferences gving nse to deferred tax assets because
It 1s probable that these assets will be recovered

No deferred tax 1s recogrised on the unremitted earnings of overseas subsidianes As the eamings are continually renvested by the Group, no tax
IS expected to be payable on them m the foreseeable future

The movements in deferred tax assets and kabiliies (pnor to the offsetting of balances within the same junsdiction as permitted by IAS 12, “income
Taxes") dunng the year are shown below

Deferred tax assets and Jabilities are only offset where there 15 a legally enforceable nght of offset and there 15 an intention to settle the balances net
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Operating assets and liabilities continued

9 Deferred income tax continued

Intangible

assets Other Total
Assets £m £m £m
At 1 October 2010 1.2 11.6 104
Income statement charge (0.2} 3.7 {3.9)
Redlassification from deferred tax liability (17.2 (7.0) (24.2)
Reclassfication to other deferred tax 3.8 (3.8) -
Taxabon on discontinued operations (6.4) 45.0 38.6
Exchange movermnent (0.4) 0.2 {0.2)
At 30 September 2011 {21.6) 423 20.7
Liabilities
At 1 Oclober 2010 (42.5) 29 (39.6)
Income statement credit/{charge} 3.2 (1.1} 21
Acquistion of subsidianes - 0.6 0.6
Reclassification to deferred tax asset 17.2 7.0 242
Reclassiiication to other deferred tax 0.4 {0.4) -
Exchange movement 0.1 - 0.1
Share options - {1.7) (1.7)
Transfer from current Income tax habilibes - {0.4) (0.4)
At 30 September 2011 (21.6) 6.9 {14.7)
Net deferred tax {fiability)/asset at 30 September 2011 {43.2) 49.2 6.0

Intanginle

assets Other Total
Assets £m £m £
At 1 October 2009 03 78 75
Income statement credst 01 20 21
Acquistion of subsidianes © 8 - {0 8}
Disposal of subsidianes 04 (0 &) 1)
Heclassification from deferred tax hability 0 6) 13 07
Exchange movement - 10 10
At 30 September 2010 {12 116 104
Liabiliies
At 1 October 2009 {40 7) 05 812
Income statement (charge)/credi 35 52 17
Reclassification from deferred tax asset 06 13 07
Exchange movement 11 04 07
Share options - 31 31
Transfer from current ncome tax kabiies - 832 32
At 30 September 2010 {42 5) 29 {39 6}
Net deferred tax (liability)/asset at 30 September 2010 437 145 {29 2)

The defered tax hability due after more than one year 1S £21 Bm (2010 £42 5m)
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10 Operating lease commitments — mirumum lease payments

Restated
2011 2010

Vehicles, Vehles

Total future mirimum lease payments under non-cancellable operating Property agm Property m
leases falling due for payment as follows: £m £m fm £m
Within one year 324 3.2 332 26
Later than one year and less than five years 104.5 4.1 1063 35
After five years 69.4 0.1 928 -
206.3 74 2323 61

The Group leases vanous offices and warehouses under non-cancellable operating lease agreements These leases have vanous terms, escalation
clauses and renewal nghts The Group also leases vehicles, plant and equipment under non-cancellable operating lease agreements

11 Contingent habilities
The Group had no contingent llabiities at 30 September 2011 {2010 nong)
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Net debt and capital structure

12 Cash flow and net debt
12 1 Cash flow generated from continuing operations
Restated

2011 2010
Reconciliation of profit for the year to cash generated from continuing operations £m £m
Profit for the year 256.0 2145
Adjustments for-
Taxation 74.8 844
Finance income (1.9 33
Finance expenses 144 134
Amortisation of ntangble assets 28.1 332
Depraciation of property, plant and equipment 218 213
Loss on disposal of property, plant and equipment 25 -
Profit on disposal of ntangble assets {1.3) 02
Equity-settled share-based transactions 3.2 98
Exchange movement 27) (12
Changes n working capital (excluding effects of acquistions and disposals of subsidianes)
—Decrease in Inventones 0.3 09
—Increase In trade and other recevables (34.0) (116
—Increase In trade and other payables 14.0 171
- Increase in deferred Income 20.9 158
Cash generated from continuing operations 405.1 3945
12 2 Net debt

2011 2010
Reconciliation of net cash flow to movement in net debt (inclusive of finance leases) &m Em
Increase in cash in the year {pre-exchange movements) 1136 166
Cash outflow from decrease n loans, finance leases and cash collected from customers 834 2027
Change in net debt resutting from cash flows 197.0 2193
Acquisitions 1.0 30
Nor-cash movements (1.2 53]
Exchange movernent {1.9) 83
Movement in net debt in the year 194.9 2196
Net debt at 1 October (219.8) (439 4)
Net debt at 30 September {24.9) (2198
Numencal financial nstrurnents disclosures are set out below and also in note 13

AL At

Analysis of change in net debt 1 October Cash fiow Acquishons/ on-cash Exchange 30 September
(inclusive of finance leases) £m £Em £m £m £€m
Cash and cash equivalents 708 114.2 - {2.2) 1828
Bark overdrafts 02} {0.6) - - {0.8)
Cash, cash equivalents and bank overdrafts 706 113.6 - 2.2 1820
Loans due within one year 2 0) 1.0 - {0.1) -
Finance leases due within one year {0 6) 0.6 {0.9) - {0.9)
Loans due after more than one year (246 O} 588 1.3 {1.5) {190.0)
Finance leases due after more than one year 33 - 0.9 - (24)
Cash collected from customers (38 5) 230 - 1.9 {13.6)
Total {219 8) 197.0 (1.2 {1.9) (24.9)

Included n cash above 1s £13 6m (2010 £38 5m relating to cash collected from customers, which the Group is contracted to pay onto another party
A llabilty for the same amount 1s Included in trade and other payabies on the balance sheet and 1s classified wathin net debt above
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12.3 Cash and cash equivalents (excluding bank overdrafts)

2011 2010

£m £rn

Cash at bank and in hand 64.3 707
Short-termn bank deposits 118.5 01
182.8 708

The effective interest rate on short-term deposits was 0 7% (2010 0 5%) and these deposits have an average matunty of 29 days (2010 81 days)
The Group's credit nsk on cash and cash equivalents is Iimited because the counterparties are well estabhished banks with high credt ratings

12 4 Borrowings

2011 2010
Current £m £m
Bank overdrafis 0.8 g2
Bank loans — unsecured - 20
Finance lease obligatons 0.9 06
1.7 28

2011 2010

Non-current £m £m
US senior lcan notes — unsecured 189.9 1891
Bank loans — unsecured 0.1 569
Finance lease obligations 24 33
192.4 2493

Included in loans above 1s £190 Om 2010 £246 Om) of unsecured loans (after unamortsed 1ssue costs) These borrowings were taken out in connection

with acquisitions

The Group has US$300 Om (£192 6m, 2010 £190 4m} of US senior loan notes, which were issued into the prvate placemnent market These notes
mature $200 Om (€128 4m, 2010 £127 0mj}in 2015, $50 0m (€32 1m, 2010 £31 7m}in 2016 and $50 Om {£32 1m, 2010 €31 7m}in 2017 and camy

nterest coupons of 4 39%, 4 78% and 5 15% respectively

There were Cnif drawings (2010 £56 9m) under the multi-currency revolving credtt facility of £358 3m (2010 £357 4mj) expinng on 31 August 2015,
which consists both of US$271 Om (£174 Om, 2010 £172 Om) and of €214 Om (£184 3m, 2010 £185 4m) tranches

In the table above, bank loans and loan notes are stated net of unamortised issue costs of £2 7m (2010 £4 Om) The Group has incurred total issue
costs amounting to £4 4m (2010 £4 4m) in respect of these faciites These iIssue costs were pad dunng the year ended 30 September 2010, no 1ssue
costs were Incurred dunng the current financial year These costs are allocated to the Income statement over the term of the facility using the effective

interest methed

Unsecured bank loans were drawn n the following currencies Sterling €nil (2010 €1 3m), US Dollar £nil (2010 £57 6m), Eure £0 1m (2010 £nilf, which

bear an average fixed interest rate of 4 2% (2010 1 6%}
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Net debt and capital structure continued

13 Financial instruments
Numencal financal nstruments disclosures are set out below and also nnote 12

13 1 Fawr values of financial instruments

For the folowing financial assets and labilites long-term borrowings, short-term borrowangs, trade and other payables excluding other tax and

social secunty, trade and other receivables excluding prepayments, short-term bank deposits and cash at bank and in hand, the camyng amount
approximates the farr value of the Instrument with the exception of long-tenm borrowings due to these beanng interest at fixed rates which are currently
higher than floating rates

2011 2010
Book Far Book Far
value value vakie vale

Note £m £m £rm £m

Long-term borrowings 124 {192.4} (207.6) (249 3) {260 6)

Fair value of other financial assets and financial habilites

Pnmary financial mstruments held or issued to finance the Group's operations

Short-term borowings 124 1.9} 1.7 (28 28

Trade and other payables excluding other tax and social secunty 73 (196.2) (196.2 (217 7) (217 7

Trade and other recevables excluding prepayments and accrued income 72 265.1 265.1 2545 2545

Short-term bank deposits 123 118.5 118.5 01 01

Cash at bank and in hand 123 643 64.3 707 707

Financial instruments 135 {50.0) {50.0) 10 (1KY}

13 2 Risk management

The Group’s Treasury function seeks to reduce exposures to interest rate, foreign exchange and other financial nsks, to ensure hquidity 1s available to
meet the foreseeable needs of the Group and to Invest cash assets safely and profitably The Group does not engage in speculative trading in financial
instruments and transacts onty N relation 1o underfying business requirements The Group's treasury policies and procedures are penodically reviewed
and approved by the Audit Committee and are subject to regular Group Intemal Audit review

Capital nisk

The Group's objectives when managing capital {defined as net debt (note 12 2) plus equity) are to safeguard the Group’s ability to continue as a going
concem n order to provide retums to shareholders and benefits for other stakeholders, while optimising retumn te shareholders through an appropnate
balance of debt and equity funding The Group regularly reviews net delbt and s ratio to eamings before interest, tax, depreciation and amorbisation
{EBITDA) tc ensure that it does not exceed the covenant contaned within the Group’s banking facilites and senior loan notes, being 3 O times

At 30 September 2011 this ratio was 0 1 tmes The Group manages Its capital structure and makes adjustments to it, with respect to changes in
economic conditions and the strategic objectives of the Group

Ligudity risk

Liquidity nsk 1s the nsk that the Group will not be able to meet its financial obligations as they fall due The Group manages its exposure to quidity nsk by
regularly reviewing net debt and forecast cash flows o ensure that curent cash resources are avatlable to mest s business objectives The Group also
regularty moritors ts compliance with its debt covenants Dunng the financial year, all covenants have been complied with The Group has committed
facilites which are avallable to be drawn for general corporate purposes Including working capral

The Group's Treasury functon has a policy of optimising the leve! of cash in the business in order to minmise extemal borrowings

Credit rnisk
Credit nsk1s the nsk that a countemarty may defautt on their obhigation to the Group in relation to lending, settlement and other financial activibies
The Group's principal financial assets are frade and other recevables and bank balances and cash

The Group's credit nsk pnmarly anses from trade and other recervables The amounts included In the balance sheet are net of allowances for doubtful
recevables An allowance for mpament 1s made where there 1s an identified loss event which, based on previous expenence, 1s ewidence of a reduction
In the recoverabilty of cash flows The Group has a very low credit nsk due to the transactions being prncipally of a high volume, low value and short
matunty The Group has no significant concentration of credrt nsk, with the exposure spread over a large number of counterparties and customers

The credit nsk on liquid funds s considered to be low, as the Audit Cormmittee approved Group Treasury Policy imits the value that can be invested
with each approved counterparty to minmmise the nsk of loss  The camying amount of financial assets recorded i the financial statements represents
the Group's maximum exposure to credit nsk The Group does not hold collateral over any of these financial assets
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Interest rate nsk

The Group 1s exposed to cash flow interest rate nsk on floating rate bank loans and overdrafts At 30 September 2011, the Group had drawn down

£nd {2010 £56 9m) from its commutted revohing credit facilbes and had fixed rate loan notes outstanding of £192 6m (2010 £190 4m) K 1s the Group's
policy to review interest rates regularty and forecast debt to monitor its iInterest rate exposure The profile of fixed and floating nterest rates 1s then
managed accordingly using interest rate swaps or other hedging instruments approved by the Board

Foretgn currency risk

Foreign exchange rate nsk 1s the nsk that the farr value of future cash flows will fluctuate because of the changes in foreign exchange rates The Group's
foreign cumrency exposures are pnncpally to the US Dollar and Euro

Dunng the year the Group had US Dollar denominated borowings which it has designated as a hedge of the net investment in its subsidianes n the US
The far value of the US Dollar borrowings at 30 September 2011 was £205 1m {2010 £261 9m) The foreign exchange loss of £1 5m (2010 gan of
£6 9m) on translation of the bomowings nto Sterkng has been recognised N exchange reserves

The Group's other currency exposures compnse only those exposures that give nse to net currency gains and losses to be recognised in the Income
statement Such exposures reflect the monetary assets and liabites of the Group that are not denominated in the operating {or “functional”) currency
of the operating unit nvolved At 30 September 2011 and 30 September 2010, these exposures were mmatenal to the Group

13 3 Maturity of financial kabilities
The matunty profile of the undiscounted contractual amount of the Group’s financial habilites at 30 September was as follows

2011

Trade and Financial
Borrowings  other payables mstruments Total
£m £m £m £m
In less than one year 26 261.2 50.0 3138
In more than one year but not more than two years 3.4 - - 34
In more than two years but not more than five years 155.6 - - 155.6
In more than five years 835 - - 83.5
245.1 261.2 50.0 556.3
2010

Trade and Financial
Borowngs ather payables nstruments Total
£m £m £m £m
In less than one year 29 2889 o7 2925
In more than one year but not more than two years 10 - 04 14
In more than two years but not more than five years 2183 - - 2183
In more than five years 823 - - 823
3045 2889 11 504 5
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Net debt and capital structure continued

13 Financial instruments continued
13 4 Borrowing factlities

The Group has the following undrawn committed borrowing facilities avallable at 30 September in respect of which all condiions precedent had been
met at that date

2011 2010
£m om

Expinng between one and two years - -
Expinng in more than two years 358.3 297 8
358.3 2978

The faciites have been arranged to help finance the expansion of the Group’s actvities  All these facilibes incur commitment fees at market rates In
addition, the Group maintains overdraft and uncommitted facilities to provide short-term flexibiity and has also utiised the US private placement market

13 5 Other financial habdities

2011 2010

Assets Liabifbes Assets Liahilbes

£m £m £m £m

Current — closed penod share buyback programme - (50 0) - -
Non-current — interest rate swaps - - - Y

Current other financial llabilites relate to outstanding labilibes of £50 Om (2010 £nil) ansing under an Irrevocable closed penod buyback agreement
for the purchase of the Campany’s own shares which was outstanding at 30 September 2011 The far value has been calculated based on the value
of the contractual legal agreement with Deutsche Bank AG, which 1s also equal to the book value Refer to note 18 2 for further detals on the buyback

Non-current liabilities relate to interest rate swap contracts, the notional prncipal amount of the outstanding interest rate swap contracts at
30 September 2011 was £nil 2010 £50 8m) the interest rate swaps were ¢losed out In March 2011 Losses recognised in the hedge reserve
m eguity {note 14 4) on interest rate swap contracts have been released to the ncome staterment dunng the current financial year

13 6 Sensttvity analysts
Financial Instruments affected by market nsks include borowings and deposits

The following analysts, required by IFRS 7, "Financial Instruments  Disclosures”, 1s intended to dlustrate the sensitvity to changes in market vanables,
being Stering, US Dollar and Euro interest rates, and US Dollar/Stering and Euro/Sterling exchange rates

The sensitvity analysis assumes reasonable movements In foreign exchange and interest rates before the effect of tax The Group considers
a reasonable interest rate movernent N LIBOR to be 1%, based on interest rate history Simiarty, sensitivity to movements in US Dellar/Sterling and

Euro/Stering exchange rates of 10% are shown reflecting changes of reasonable proportion in the context of movement in those currency parrs over
the last year

Using the above assumptions, the following table shows the lustrative effect on the consolidated income statement and equity

2011 2010
Income Equrty Incorme Equaty

flossesi/gans  (losses)/gans fossesygans fossesygans

£m £m £m £m

1% increase in market interest rates (2.0) (2.0} B34 B4
1% decrease in market Interest raies 20 20 34 34
10% strengthening of Sterling versus the US Dollar (5.1} {62.4} 45) (593
10% strengthening of Sterling versus the Eurc (7.4) {31.6} 7 4 (28 9)
10% weakening of Sterling versus the US Dallar 5.6 68.7 50 652
10% weakening of Stering versus the Euro 8.1 34.8 82 318

13 7 The mimimum lease payments under finance leases fall due as follows

2011 2010

£m £m
Not later than one year 1.0 o7
Later than one year but not more than five years 26 36

3.6 43
Future finance charges on finance leases (0.3} © 4)
Present value of finance lease hiabilities 3.3 39
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14 Equity
14 1 Ordinary shares

2011

2010

Authorised £m £m
1,860,000,000 (2010 1,860,000,000) ordinary shares of 1p each 186 1886

2011 2011 2010 2010
Issued and fully paid shares £m shares £m
At 1 October 1,317,360,582 13.2 1,312,966,956 131
Proceeds from shares 1ssued 6,477,254 - 4,393,626 a1
At 30 September 1,323,837,836 13.2 1,317,360,582 132

Potenttal issues of ordinary shares
Executive share ophon scheme

Certain senior executives hold options to subscnbe for shares in the Company at prices ranging from 134 0O0p to 270 00p under the share option
schemes approved by shareholders The number of shares subject to options, the penods In which they were granted and the penods In which they

may be exercised are given below

Exercise pnce 2011 2010

Date of grant pence Exercise penod number number
10 January 2001 301 00p 10 January 2004 — 10 January 2011 - 1,680,456
17 January 2001 329 75p 17 January 2004 — 17 January 2011 - 459,833
16 May 2001 264 00p 16 May 2004 - 16 May 2011 - 1,233,474
2 January 2002 228 50p 2 January 2005 - 2 January 2012 1,187,106 2,077,630
31 December 2002 134 00p 31 December 2005 - 31 December 2012 452,468 992,122
12 May 2003 147 00p 12 May 2006 — 12 May 2013 262,634 410,940
24 December 2003 171 00p 24 December 2006 — 24 December 2013 2,438,714 3,843,134
24 May 2004 172 00p 24 May 2007 — 24 May 2014 90,117 123,908
6 January 2005 198 00p 6 January 2008 — 6 January 2015 1,373,034 2,228,315
12 May 2005 206 00p 12 May 2008 — 12 May 2015 1,101,446 1,337,271
10 January 2006 258 50p 10 January 2009 — 10 January 2016 2,654,080 3,164,375
10 January 2007 270 00p 14 January 2010 - 10 January 2017 1,933,437 2,761,175
20 Jure 2007 248 00p 20 June 2010 - 20 June 2017 30,014 126,034
10 January 2008 214 00p 10 January 2011 - 10 January 2018 430,532 7,655,202
17 June 2008 219 25p 17 June 2011 =17 June 2018 - 246,209
11,953,590 28,250,078

Under the above scherme, 5,985,737 1p ordinary shares were 1ssued dunng the year for aggregate proceeds of £12 5m

Long-term incentive pian

Under the Group's long-term incentive plan for certain senior executives approved by shareholders on 3 March 2005 and amended at the Annual

General Mesting on 3 March 2009, the following awards have been made

2011 2010
Date of award Vestng date number numer
3 March 2008 3 March 2011 - 4,573,315
17 June 2008 17 June 2011 - 333,148
3 March 2009 3 March 2012 11,379,360 11,732,189
4 March 2010 4 March 2013 7,842,033 8,165,587
10 March 2011 10 March 2014 7,998,296 -
8 Septernber 2011 8 September 2014 84,413 -

27,304,102 24,810,239
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Net debt and capital structure continued

14 Equity continued

14 1 Ordiwnary shares continued

Savings-refated Share Option Scheme

In addition, options were granted under the terms of The Sage Group ple 1996 Savings-related Share Option Scherme approved by members

on 7 February 1996 up to 2005 and thereafter under the new scheme approved by the members at the Annual General Meeting on 2 March 20086,
as follows

Exercise pce 2011 2010
Date of grant pence Exercise penod number number
1 March 2004 140 00p 1 March 2011 ~ 31 August 2011 - 27.556
1 March 2005 157 00p 1 March 2012 - 31 August 2012 10,701 16,918
1 Augusl 2006 184 00p 1 August 2011 - 31 January 2012 15,446 114,465
1 August 2006 184 00p 1 August 2013 — 31 January 2014 20,999 20,999
1 August 2007 203 00p 1 August 2010 - 31 January 2011 - 69,521
1 August 2007 203 00p 1 August 2012 — 31 January 2013 62,747 69,199
1 August 2007 203 00p 1 August 2014 - 31 January 2015 18,525 18,525
1 August 2008 177 00p 1 August 2011 - 31 January 2012 67,812 393,133
1 August 2008 177 00p 1 August 2013 - 31 January 2014 132,836 160,745
1 August 2008 177 00p 1 August 2015 - 31 January 2016 9,462 9,462
1 August 2009 149 00p 1 August 2012 - 31 January 2013 1,077,740 1,173,389
1 August 2009 149 00p 1 August 2014 - 31 January 2015 292,261 301,293
1 August 2009 149 00p 1 August 2016 ~ 31 January 2017 28,392 50,403
1 August 2010 190 00p 1 August 2013 - 31 January 2014 463,975 537,227
1 August 2010 190 00p 1 August 2015 - 31 January 2016 142,620 166,228
1 August 2010 190 00p 1 August 2017 — 31 January 2018 18,099 18,099
1 August 2011 234 00p 1 August 2014 — 31 January 2015 621,743 -
1 August 2011 234 00p 1 August 2016 — 31 January 2017 95,540 -
1 August 2011 234 00p 1 August 2018 - 31 January 2019 20,348 -

3,099,246 3,147,162

Under the above scheme, 491,617 1p ordinary shares were 1ssued dunng the year for aggregate proceeds of £0 9m

The market prce of the shares of the Cempany at 30 September 2011 was 256 40p and the highest and lowest prces dunng the year were 302 00p
and 231 70p respectively

14 2 Share-based payments

The total charge for the year relating to employee share-based payment plans was £3 2m (2010 £10 0m, 2010 restated £9 8m), all of which related
to equity-setled share-based payment transactions After deferred tax, the total charge was £3 9m (2010 €8 1m) A reconciliation of share movernents
for options granted after 7 November 2002 to which IFRS 2, “*Share-based Payment” 1s applicable 1s shown on the following pages

ESCS

There have been no grants of executwve share options under the 1999 Executive Share Option Scheme (*ESOS™ since June 2008 Long-term ncentive
awards are made under The Sage Group plc Performance Share Plan

The performance targets goverming the vesting of existing options are based on stretching EPS growth measured over a fixed three-year penod from
the start of the financial year n which the grant 1s made 30% of options will vest at the end of the penod if the Increase in EPS exceeds the Retal Prices
Index {*RPI") by 16% (an average of 5% per year) and 100% of those options will vest at that trme only if the RP11s exceeded in that penod by 27%

{an average of 9% per year) Between those targets, oplions will vest on a straight-ne basis If those targets are not met at the end of the three-year
penod, then no further retesting of the performance cntena will be undertaken and the options will lapse
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Ophons were valued using the Black-Scholes option-pncing model Performance conditions were ncluded in the far value calculations The far value
per option grantad and the assumptions used m the calculation are as follows

December May  December May Jaruary May January January June January
Grant date 2002 2002 2003 2004 2005 2006 2006 2007 2007 2008
Share pnce at grant date £133 £145 £175 £172 £190 £207 £253 g2 72 £249 £213
Exercise price €134 £147 €171 £172 £198 £2 06 £2 59 £270 £2 48 £214
Number of employees 45 14 163 8 47 81 253 353 6 57
Shares under option 452,468 262,634 2,438,714 90,117 1,373,034 1,101,446 2,654,089 1,933437 30,014 430,532
Vesting penad {years) 3 3 3 3 3 3 3 3 3 3
Expected volatiity 62% 62% 62% 57% 52% 48% 40% 30% 25% 24%
Option life fyears) 10 10 10 10 10 10 10 10 10 10
Expacted ife (years) 4 4 4 4 4 4 4 4 4 4
Risk free rate 41% 38% 4 5% 51% 4 4% 4 3% 41% 50% 57% 42%
Expected dwvdends
expressed as a dvidend yeld 03% 1 3% 09% 10% 16% 16% 16% 14% 30% 30%
Far value per option £0 661 £0678 00855 £O794 00802 £O777  £O0799 £0V62 £0539 £0390

The expected volatiity i1s based on histoncal volatiity over the last four years The expected Ife 1s the average expected penod to exercise The nsk free
rate of retumiis the yield on zero-coupon UK govemment bonds of a term consistent with the assumed option life

A reconcilation of option movemnents over the year 1s shown below

2011 2010
Weighted Waighted
average average
exercise EXENCISE
Number price Number oce
'000s £ ‘000s £
Outstanding at 1 October 22,888 213 29,672 213
Granted - - - -
Forfetted {8,348) 2.18 (3,433) 257
Exercised {3,774) 1.90 (3,351 172
Outstanding at 30 September 10,766 217 22,888 213
Exercisable at 30 September 10,486 217 14,728 210
2011 2010
Werghted Weighted average Weighted Weighted average

average life years ernanng if
exerctss Number L xerass Number : =

price of shares pnce of shares

Range of exerase pnces |4 '000s Expected Contractual £ '000s Expactad Contractual
134-270 217 10,766 - 3.7 213 22,888 01 54

The weighted average share pnce dunng the penod for options exercised over the year was 282 20p (2010 243 83p)

The Sage Group PSP

The Performance Share Plan {the *Plan”) was approved by shareholders at the Annual General Meeiing in 2005 and amended at the Annual General
Meeting in 2009 Annual grants of performance shares will nommally be made to executive directors and senior executives across the Group after the

prefiminary declaration of the annual results

Folowing the amendments to the scheme, annual awards under the Plan are Imited to shares worth up to 300% of base salary In practice, annual
grants to executve drrectors are imited to shares with a maximum value on award of 210% of base salary except n exceptional crcumstances, such
as a promotion or recrutmeant or to reflect local market practice
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financial statements

Net debt and capital structure continued

14 Equity continued
14 2 Share-based payments continued

The performance shares are subject to performance conditions on a siding scale based on EPS 25% of the award will vest at the end of the penod if
the Increase In EPS exceeds RPI by 9% {an average of 3% per year), 100% of the award will vest at that time only if RPl 15 exceeded in that penod by
27% (an average of 9% per year) Between those targets, awards will vest on a straight-line basis, and If those targets are not met there is no opportunity
for re-testing Awards are then subject to a TSR “multipher” whereby the level of vesting based on EPS achievernent will be adjusted according to TSR
performance over the same three-year penod compared with a group of iIntemational software and computer services companies

The comparator group for awards made in 2011 compnsed the following companies

- Adobe Systems - Cegd - Logica

-~ ARM Heldings — Dassault Systemes — Micro Focus Intemational
— Autonomy — Exact — Microsoft

— Blackbaud - Inturt - Misys

— Cap Gemini - Lawson Software — Oracle

- Salesforce com

-sAP

- Scftware AG

If Sage's TSR is ranked at lower quartle in the group, the multipleris 0 75 I Sage's TSR s ranked at median in the group, the muttipher s 1 If Sage's
TSR 1s ranked at upper quartle In the group, then the multipleris 1 & Straight-line pro-rating apples between 0 75 and 1, and between 1 and 1 5, but

the muftiplier cannet be higher or lower than these figures

Awards were valued using the Monte Carle option-pncing model Performance conditions were included in the far value calculations The fair value per

award granted and the assumptions used in the calculation are as follows

March March March September
Grant date 2009 2010 2011 2011
Share pnce at grant dlate £162 242 £270 £2 57
Exercise price £000 £000 £000 £000
Number of employees 208 231 223 1
Shares under award 11,379,360 7,842,033 7,998,206 84,413
Vesting penod {years) 3 3 3 3
Expected volatility 33% 32% 31% 29%
Award Iife (years) 3 3 3 3
Expected Iife (years) 3 3 3 3
Risk free rate 15% 16% 16% 06%
Expected dwvidends
expressed as a dvidend vield 00% 0 0% 0 0% 00%
Fair value per award £1434 £1 845 £2 121 £1993

The expected volatilty 1s based on histoncal volatity over the last three years The expected Iife is the average expected penod to exercise The nsk free
rate of retum s the yield on zero-coupon UK govemment bonds of a term consistent with the assumed award Ife

A reconciiation of award movements over the year 1s shown below

2011 2010

Weghted Weghted

average average

exercise EXErcso

Number pnce Number price

000s '000s £

Qutstanding at 1 October 24,810 - 19,109 -
Awarded 8,586 - 8173 -
Forfetted {4,925) - {1,038) -
Exercised (1,167) - {1,434) -
Qutistanding at 30 September 27,304 - 24 810 -

Exercisable at 30 Septermnber -
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2011 2010

Weighted average remammg Waeighted average
Ife years remanng ife years
Weighted Waeighted
average average
exercise Number exerase Nurribaer
price of shares pnee of shares
Range of exenaise pnces £ '000s Expected Contractual £ ‘000s Bpected Contractal
N/A - 27,304 13 13 - 24,810 16 16

The Sage Group Savings-related Share Option Plan (the “SAYE Plan”)

fn February 1996, the Company introduced an Inland Revenue approved savings-refated share option scheme allowing all UK employees to apply for
an option to acquire ordinary shares in the Company {“Shares”) at a pnce per Share which was not less than 80% of the market value of those Shares
when invitations for options were made The acquisiion of the Shares was funded by the proceeds of a savings account with a bank or buiding society
The onginal scheme adopted in 1996 continued in accordance with its terms for ten years and expired in February 2006 A new scheme was approved
by the members at the Annual General Meeting held on 2 March 2006

Bigibilty

All UK employees, including executive directors, of the Company and 1its participating subsidianes who have completed at least one year's continuous
service and are assassable to employment ncome tax are ehgible to particpate N the SAYE Plan  The directors may offer participation to other
employess and may alter the length of service required to qualify to a different penod, not exceeding five years

Employee contnbutions

An employee who wishes to participate in the SAYE Plan will enter into a contract {the “SAYE contract”} with a savings body, designated by the directors
for the purpose of the SAYE Plan, to make monthly contniutions by deduction from ther pay of not more than the maximum contnbution permitted from
tme to tme by HMRC (currently £250)

A tax-free bonus {currently equivalent to 1 4x or 4 4x the monthly contnbution) will be pad on completion of 38 or 60 monthly savings contnbutions
respectively and ancther tax-free bonus {currently 8 4x the monthly contnbution) including the payment at the end of 60 months} will be pad after a
further two years if the savings plus the iral bonus are not withdrawn pror to that date

Exercise pnce
An employee who apphes for the grant of an option to acquire Shares will do so at a prce (the “Exercise Pnceg”} which 1s determined by the directors
but which 1s not less than the greater of

- 80% of the middle market quotation of a Share on the dealing day pror to the date of invitation as denved from the London Stock Exchange Daily
Official bist {or, if the directors so decide, 80% of the average of the middle market quotations over the three dealing days prior o the date of the
invitation or 80% of the middle market quotations at such other tme or times agreed In advance with HMRC), and

- Inthe case of an option over unissued Shares, the nominal value of a Share

Grant of options

Each opticn is granted over a number of Shares which, when multiplied by the Exercise Pnce, does not exceed the total monthly contabutions plus the
bonus payable on the matunty of the SAYE contract There wall be no payment for the grant of an option Invitations to apply for optons must be made
within a penod of 42 days after

Approval of the SAYE Plan by HMRC, or

The publication by the Company of its intenm or final results each year, or

The day after the Company's Annual General Meeting, or

Any day on which any change to the savings-related share option schemes legidation 1s announced or made, or

If the directors resolve that exceptional crcumstances exist which justify the operation of the SAYE Plan

Exercise of options

In normal circumnstances, an option may be exercised at any tme within six months following matunty of the SAYE contract, using the proceeds
of the SAYE contract and the applicable bonus
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Net debt and capital structure continued

14 £quity continued
14 2 Share-based payments continued

Options were valued using the Black-Scholes option-pncing model Performance conditions were not included in the: fair value calculations  The farr value
per option grantsd and the assurnptions used in the calculation are as follows

March August August August Augst August August August
2008 2008

Grant date 2005 2008 2006 2007 2007 2008
Share price at grant date £206 £228 228 £228 £228 £198 £198 £198
Exercise pnce £157 £184 £184 £203 £203 £177 €177 £177
Number of employees 2 1 8 32 5 43 47 5
Shares under option 10,701 15446 20,999 62747 18525 67812 132,838 9,462
Vesting penod {years) 7 5 7 5 7 3 5 7
Expected volatiity 54% 42% 51% 34% 45% 28% 27% 39%
Option bfe (years) 7 5 7 5 7 3 5 7
Expected lfe (years) 7 5 7 5 7 3 5 7
Risk free rate 47% 47% 46% 5 3% 52% 4 8% 48% 48%
Expected dmdends
expressed as a dwidend yield 16% 16% 16% 30% 30% 30% 30% 30%
Far value per option £1176 £1028 £12565 £0750 20965 £0476 L0543 L0746
August Augst August August August August August August August
Grant date 2009 2009 2009 2010 2010 2010 2011 2011 2041
Share pnce at grant date £195 €195 £195 £2 43 £243 £243 £2 70 £270 £2 70
Exercise pnce £149 £149 £149 £190 £190 £190 £234 £234 £234
Number of employees 436 61 11 336 53 7 544 47 10
Shares under option 1,077,740 202,261 28,392 463975 142620 18099 621,743 95540 20,348
Vesting penod (years) 3 5 7 3 5 7 3 5 7
Expected volatiity 33% 29% 35% 33% 29% 28% 29% 29% 27%
Option Ife (years) 3 5 7 3 5 7 3 5 7
Expected Ife (years) 3 5 7 3 5 7 3 5 7
Risk free rate 24% 31% 35% 15% 23% 29% 1 0% 17% 24%
Expected dmvidends
expressed as a dvdend yeld 35% 35% 35% 30% 30% 30% 4 0% 40% 4 0%
Farr value per option L0565 00580 £0682 D0576 £OB00 ©0634 £0448 P0497  £O507

The expected volallity 1s based on hustorical volatility over the last three, five or seven years, consistent with the option Ife The expected life is the
average expected penod to exercise The nsk free rale of retum s the vield on zero-coupon UK govemment bonds of a term consistent with the
assumed option Iife

The resulting far value 1s expensed over the service penod of three, five or seven years on the assumption that 15% of options will lapse over the service
pencd as employees leave the Group

A reconciliation of option movements over the year 1s shown below

2011 2010

Weghted Waghted

average average

Number price Nurmber pnce

'000s £ ‘0008 £

Qutstanding at 1 October 3,147 1.68 3,355 165
Awarded 757 234 732 190
Forfetted {328) 1.76 {544) 169
Exercised 477) 1.78 {396) 183
Outstanding at 30 September 3,099 1.81 3,147 168
Exercisable at 30 September 83 1.78 70 203
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2011 2010
Weighted average remaining Waghted averags
life years ramanng ke years
Weighted Waghtad
average everage
exercise Number exercse Number
price of shares pnce of shares
Range of exerase pnces £ '000s Expected Contractual £ 000s Expected Contraciud
149-234 1.81 3,009 20 25 168 3,147 23 28
14 3 Share premmum
£m
At 1 October 2009 4920
Prermiurn on shares issued dunng the year under share option schemes 78
At 1 October 2010 4998
Prermwim on shares 1ssued dunng the year under share option schemes 134
At 30 September 2011 513.2
14 4 Other reserves
Total
Translation Hedge Cther other
resenve raserve reserve raserves
£m £m £m £m
At 1 October 2009 1887 ©3 611 2495
Currency translation differences 105 - - 105
Cash flow hedges
— Farr value losses n the year - ©7 - o7
At 30 September 2010 1992 (10 611 2593
Currency translation differences 65 - - 6.5
Cash flow hedges
— Farr value gans in the year - 1.0 - 1.0
At 30 September 2011 205.7 - 61.1 266.8
Translation reserve

The translation reserve represents the accumulated exchange differences ansing since the transition to IFRS from the following sources

- Theimpact of the translation of subsidianes wath a functional cumency other than Sterding, and
— Exchange differences ansing on hedging instruments that are designated hedges of a net investment in foreign operations, net of tax

where applicable

Exchange differences ansing pnor to the IFRS transition were offset aganst retaned eamings

Hedge reserve

The hedge reserve records movements on denvative financial nstruments designated as cash flow hedges

Other reserve

Other reserves brought forward relate to the merger reserve which was present under UK GAAP and frozen on transiion to IFRS
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Financial staternents

Net debt and capital structure continued

14 Equity continued
14 5 Retamed earnings

2011 2010

£m £m

At 1 October 8771 7429
Profit for the year 189.0 2273
Value of employee services 3.2 100
Dwidends {104.0) {88 6)
Purchase of treasury shares - 73
Closed penod share buyback programme (50.0} -
Actuanal garv{loss) on post employment benefit obbgations 1.0 3
Equity movemenit of defemed income tax .7 31
At 30 September 914.6 B77 1

The actuanal gan of £1 Om {2010 loss of £0 3m) 1s made up of a gan of £0 2m (2010 gan of £0 5m} on post employment benefits (note 8) and a gan
of £0 8m {2010 loss of £0 8m) on other long-term employee benefits (note 8}

Treasury shares — share buyback programme

Shares to be repurchased relate to an imevocable closed penod buyback agreement for £50 Om (2010 £} for the purchase of the Comparny's own
shares which was announced on 30 September 2011 Deutsche Bank AG has been apponted to manage the irevocable buyback programme dunng
the closed penod which commenced on 4 October 2011 and will run up until 30 Novernber 2011

Treasury shares — employee share trust

The Group holds treasury shares in a trust which was set up for the benefit of Group employees The Trust purchases the Company's shares

in the market for use N connection with the Group’s share-based payments arrangements  The Trust holds 3,689,182 ordinary shares in the Company
{2010 4,986,267} at a cost of £9 5m (2010 £12 9m) and a nominal value of £36,891 (2010 £49,863) The Trust onginally purchased the shares in
February 2006, and a further 2,220,210 shares were acquired by the Trust in August 2010 with the cost being reflected in retaned earmings

Thesa shares were acquired by the Trust in the open market usng funds provided by the Company to mest obligations under the Performance

Share Plan Dunng the year, 1,297,085 shares were utiised to meet these obligations The costs of funding and administenng the scheme are charged
to the profit and loss account of the Company in the penod to which they relate The market value of the shares at 30 September 2011 was £9 5m
{2010 £13 8m}
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Other notes

15 Discontinued operations and non-current assets held for sale
15 1 Discontinued operations — Sage Software Healtheare, LLC

On 22 September 2011 the Group announced that a definitive agreement to sell Sage Software Healthcare, LLC ("Sage Healthcare”) had been reached
for cash proceeds of £203 8m $320 Om) Sage Heatthcare offers practice management and electronic health record selutions to US physician
practices

The control of Sage Healthcare was passed to Vista Equity Partners on 10 November 2011 The proceeds are to be retumed to shareholders through a
share buyback programme
15 2 Discontinued operations — Financial performance

Sage Healthcare is reported in the financid statements for the year ended 30 Septernber as discontinued operations The financial performance for the
full year 1s bhelow

201 2010
£m £m

Revenue 149.7 167 3
Operating costs (138.2) (136 3
Impaimment of disposal group to far value less costs to sell (121.5) -
{Loss)/profit before taxation (110.0) 210
Taxation 43.0 82
{Loss)/profit for the year from discontinued operatons (67.0) 128

Eamings per share information can be found in note 4 1

15 3 Discontinued operattons — Cash flow
The cash flow staterment shows amounts related to discontinued operations

15 4 Non-current assets and liabilities classified as held for sole

The assets and latiliies relating to Sage Heglthcare have been presented as held for sale following the announcement on 22 September 2011 that a
definitive agreement to sell Sage Healthcare had been reached Costs to sell have been included in trade and other payables

2011 2010

£m £m

Goodwil 183.1 -
Other intangible assets 36.2 -
Property, plant and equipment 1.9 -
Inventones 1.0 -
Trade and other recevables 28.9 -
Non-current assets classified as held for sale 251.1 -
Trade and other payables (19.7) -
Deferred income {30.0) -
Lialulites directly associated with non-current assets classified as held for sale {49.7) -
Net assets classified as held for sale 201.4 -
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Other notes continued

16 Acquisitions and disposals
16 1 Acquisttions made i the year
The following acquisitions, each of the entire share capial of the relevant company, were made dunng the year

- ALCIOR SARL was acquired on 24 March 2011 for a cash consideration of £0 8m The fair value of the assets acquired was £0 2m, resulting
in goodwaill of £O 6m

— Hominex Global, § A was acquired on 7 September 2011 for a cash consideration of £0 2m The farr value of the assets acquired was £nil,
resutting in goodwill of £0 2m

The net identifiable assets were recognised at therr far values The residual excess over the net assets acquired has been recogrused as goodwill
Details of net assets acqured and goodwill are as follows

Campng values

pre-accaastion Far value
Acquisthons £m £m
Intangible assets 03 0.3
Trade and other recevables 02 0.2
Trade and other payables Q7 ©.7)
Bank borrowings (unsecured) — current (O} ©.7)
Income tax — current 01 0.1
Income tex — deferred 06 0.6
Deferred ncome 02 (0.2)
Total net identfiable assets acquired 02 0.2
Goodwll 0.8
Consideration satisfied by cash 1.0

Goodwill represents the far value of the assembled workforce at the tme of acquisition, potential synergies and other potential future economic benefits
that are anticipated from the integration of senaces already offered by Sage with existing product and serice offenngs with the acquired businesses

Acquisition related costs of £0 4m (2010 £0 1m} have been included in seling and admnistrative expenses in the Consolidated income statement for
the year ended 30 September 2011 There 1s no contingent consideration payable on the acquistions
Contribution of acquisitions

From the dates of the acquistions to 30 September 2011, the acquisitions contnbuted £0 3m to revenue and incured a loss before tax of £0 2m Had
these acquistions occurred at the beginning of the financial year, contnbution to Group revenue would have besn £0 5m and Group profit would have
been reduced by £0 3m

There were no other acquisitions made in the year
16 2 Disposal of Sage Software (Shanghay Co Ltd

On 28 July 2011 the Group disposed of Sage Software (Shanghal) Co Ltd ("*China™} for £ril considerabion
Details of net assets disposed of and the loss on disposal are as follows

Carmying value
China disposal mlmﬂ
Goodwil {1.3)
Property, plant and equipment {0.1)
Trade and other recevables 0.7
Bank bormowings (unsecured) — current 1.1
Deferred Income 0.2
Cash and cash equwvalents ©.1)
Net assets disposed (0.9)
The loss on disposal 1s calculated as follows. £m
Disposal proceeds -
Net assets disposed (0.9)
Cumutatve translanon dirferences 0.1

Loss on disposal (0.8}

mamlm o~ [




The outflow of cash and cash equivalents on the disposal of China 1s calculated as follows:

£m
Disposal proceeds -
Cash disposed {0.1)
Net cash outflow {0.1)
16 3 Other disposals made in the year
The following other disposals were made dunng the year
- On 8 October 2010 the Group disposed of the Providex business unit based in North Amernica
— On 23 Cctober 2010 the Group disposed of the Carpe Diem business unit based in North Amenca
There 1$ no goodwill associated with the above disposals
Detads of net assets disposed of and the gain on disposal are as follows

Camyng value

Other disposals mlm;::
Goodwil -
Trade and other recevables (0.9)
Deferred income 0.8
Net assets disposed (0.1}
The gain on disposal 1s calculated as follows: €m
Disposal procesds 21
Deferred consideration recevable 0.4
Net assets disposed (0.1}
Gain on disposal 24

Contribution of disposals

Had these disposals occurred at the beginning of the financial year, Group revenue would have been £1,333 8m and Group profit before taxation would

have been £331 Om

16 4 Other

Dunng the year ended 30 Septernber 2011 adiustments were made in respect of goodwill on pner year acquisiions of £0 1m, due to a reduction in
deferred consideration of £0 1m

16 5 Analysis of net outflow of cash in respect of acquisttions and disposals

The outflow of cash and cash equivalents on the acquisibhons and disposals is calculated as follows: Note £m
Acquisiions 161 {1.0}
Payment of contingent consideration {0.4)
Acquisthons of subsidiaries 1.4
China 16.2 (0.1)
Cther disposals 16.3 21
Disposal of subsidianes 20
Net cash inflow in respect of acquisthons and disposals 0.6
16 6 Analysis of goodwill

The total additions and disposals to goodwill are caleulated as follows: Nate fm
Acquisitions 161 c.8
Adjustments in relation to prevous years’ acquisitions 164 (0.1}
Addrions 0.7
China 162 (1.3}
Other disposals 163 -
Disposals (1.3}
Net movement in goodwill on acquisiions and disposals (0.6}
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Other notes continued

17 Related party transactions

The Group's related parties are its subsidiary undertakings and Executive Committee members The Group has taken advantage of the exempbon
avallable under IAS 24, “Related Party Disclosures”, not to disclose detals of transactons with its subsichary undertakings Compensation pad to the
Executive Committee is disclosed nnote 2 2

Suppher transactions occurred dunng the year between Softline (Pty) Ltd, one of the Group's subsidiary companies and van Epstein, Chief Executive
Officer, AAMEA. These transactions relate to the lease of three properties in which hvan Epstein has a minonty and ndrect shareholding Dunng the year
£0 8m (2010 £0 6m) relating to these transactions were charged through selling and administrative expenses  There were ne outstanding amounts
payable as at the year ended 2011 (2010 £ni)

Supplier transactons occurred dunng the year between Sage SP, S L, one of the Group's subsidiary companies and Alvaro Ramirez, Chief Executive
Officer, Europe These transactions relate to the lease of a property in which Alvaro Ramirez has a minonty shareholdng Dunng the year £0 3m

(2010 £0 2m) relating to these transactions were charged through selling and administrative expenses There were no outstanding amounts payable
as at the year ended 2011 (2010 £nil)

These arrangements are subject to ndependent review using external adwisers to ensure all transactons are at amn's length

18 Post balance sheet events

18 1 Disposal of Sage Software Healthcare, LLC

On 10 Novermber 2011 the Group disposed of the entire share capital of Sage Healfthcare for £203 8m cash
Details of net assets disposed of and the gain on disposal are as follows

Camying value

pre-disposal

Sage Healthcare disposal £m
Non-current assets classified as held for sale (248.0)
Liabiliies directly associated with nen-current assets classified as held for sale 47.9
Net assets disposed (200.1)

Net assets disposed of vary from those disclosed at 30 September 2011 in note 15 4, due to the movement of exchange rates net of trading actvty
between 1 October 2011 and the date of disposal

The gain on disposal is calculated as follows- £m
Disposal proceeds, less costs to sell 199.8
Net assets disposed {200.1)
Cumulative translation differences 60.4
Gain on disposal 60.1

As at 30 September 2011 the sale was deemed highly probable and recorded in the Consolidated balance sheet as an asset held for sale and in the
Consoldated income statement and Consclidated statement of cash flows as discontinued operations

18 2 Share buyback

On 30 September 2011 the Group appointed Deutsche Bank AG to manage an imevocable buyback programme dunng the closed penod which
commenced on 4 October 2011 and will run up to 30 November 2011 From 4 October 2011 to 25 November 2011, the latest practical date prior to
publication of the Annual Report & Accounts, 7,495,884 ordinary shares of 1p each were repurchased through Deutsche Bank AG at an average pnce
of 268 20 pence per share The highest and lowest pnces paid for these shares were 275 00 pence per share and 247 60 pence per share respectively
The purchased shares will all be held as treasury shares The total number of ordinary shares in issue {excluding shares held as treasury shares) at

25 November 2011 1s 1,316,481,232

The total number of voting nghts in Sage, excluding treasury shares, as at 25 November 1s 1,316,481,232 This figure may be used by shareholders as
the denominator for the calculations by which they will determine 1f they are required to notify therr nterest in, or a change to therr nterest in, Sage under
the FSA's Disclosure and Transparency Rules

18 3 Acquusition of Alchemex (Pty) Ltd

On 1 October 2011 the Group completed the acquisiion of the entire share capital of Alchemex (Pty) Ltd, for cash constderation of £2 9m and
contingent consideration of £3 Bm The far value of assets acquired was £0 4m, resuling N goodwill of £6 1m

18 4 Archer Capital lawsuit

On 14 November 2011 the Group announced the claim for damages made by Archer Capital ("Archer”) following the termination of discussions between
the Group and Archer relating to the potential purchase of MYOB The Group strongly rejects the clam, which it understands to be in the region of £80m
{A$130m), and will defend itself vigorously
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19 Principal subsidianes

Detalled below 15 a fist of those subsidianes which in the opimion of the directors principatly affect the amount of the profit or the amount of the assets
of the Group The Group percentage of equity capital and voting nghts 1s 100% and all of these subsidianes are wholly owned and are engaged in the
development, distnbution and support of business management software and related products and services for small and medium-sized businesses

Incorporated subsidianes

Name Country of ncorporation
Sage (UK) Ltd UK
Sage Hibemia Limited Ireland
Sage Software, Inc us
Sage Payment Solutions, Inc us
Sage Software Healthcare, LLC us
Sage Software Canada Ltd Canada
Ciel SAS France
Sage 5AS France
Sage FDC SAS France
Sage Holding France SAS France
Sage Software GmbH Germmany
Sage Baurer GmbH Germany
Sage Schweiz AG Switzerand
SageSP,SL Span
Sage Logic Control, S L Span
Sagesp zoo Poland
Sage Portugal - Software S A Portugal
Micropay Pty Ltd Australia
Handisoft Software Pty Ltd Australia
Sage Business Solutions Pty Ltd Australa
Softine (Pty) Ltd South Afnca
Sage Sofiware Asia Pte Ltd Singapore
Sage Software Sdn Bhd Malaysa
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Independent auditors’ report to the members of The Sage Group plc

We have audited the parent Company financial statements of The Sage
Group plc for the year ended 30 September 2011 which compnse the
Company balance sheet, Company accounting policies and the related
notes The financal reporing framework that has been applied n ther
preparation 15 applicable law and United Kingdom Accounting Standards
{United Kingdom Generally Accepted Accounting Practice)

Respective responstbilities of directors and auditors

As explaned more fully in the Statement of directors’ responsibiliies set
out on pages 56 and 57, the directors are responsible for the preparation
of the parent Company financal statements and for being satsfied that
they gve a true and farr view Our responsibiity 1s to audit and express

an opinion on the parent Company financial statements In accordance
with applhcatde law and Intermational Standards on Auditing (UK and
Ireland} Those standards require us to comply with the Auditing Practices
Beard's Ethical Standards for Auditors

Thus report, ncluding the oprions, has been prepared for and only

for the Company's members as a body In accordance with Chapter 3

of Part 16 of the Companies Act 2006 and for no other purpose We

do not, In gving these opinions, accept or assume responsibility for any
other purpose or 1o any other person to whom this report 1S shown or
into whose hands it may come save where expressly agreed by our pnor
consent In witting

Scope of the audtt of the financial statements

An audit nvolves obtaining evidence about the amounts and disclosures
in the financial statements sufiicient to gve reasonable assurance that the
financial statemenis are free from matenal misstatement, whether caused
by fraud or error This includes an assessment of whether the accounting
policies are approprate to the parent Company’s arcumstances and have
been consistently applied and adequately disclosed, the reasonableness
of significant accounting estimates made by the drectors, and the overall
presentation of the financial statements [n addition, we read all the
financial and non-financa information N the Annual Report to identify
matenal inconsistencies with the audited financial statements If we
become aware of any apparent matenal misstatements or nconsistencies
we consider the implications for our report

Opirion on financial statements

In our optrion the parent Company financial statements

- Gne atrue and far view of the state of the Company's affars
as at 30 September 2011,

- Have been property prapared in accordance with United Kingdom
Generally Accapted Accounting Practice, and

— Have been prepared in accordance with the requirements of the
Compames Act 2006

Opinton on other matters prescnbed by the
Compames Act 2006

In our opinon
— The part of the Remunerabon report to be audited has been property
prepared in accordance with the Comparses Act 2006, and

— The information geven in the Directors' report for the financial year
for which the parent Company financial statements are prepared
s consistent with the parent Company financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where
the Companies Act 2006 requires us to report to you if, In our opinion

— Adequate accounting records have not been kept by the parent
Company, or retums adequate for our audit have not been receved
from branches not wvisited by us, or

— The parent Company financial statements and the part of the
Remuneration report to be audited are not in agreement wath the
accounting records and retums, or

— Certan disclosunas of directors’ remuneration specified by law are
not made, or

- We have not receved all the iInformation and explanations we requre
for our audit
Other matter

We have reported separately on the Group financial statements
of The Sage Group plc for the year ended 30 September 2011

lot b KigBcon.

Charles Bowman (Senior Statutory Auditor)

for and on behalf of PncewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Newcastle upon Tyne

30 November 2011
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Rnancial statements

Company balance sheet

A1 30 September 2011

Prepared using UK Generally Accepted Accounting Practice (UK GAAPT)

2013 2010
Note £m £m
Fixed assets
Investments 2 1,440.6 1,460 0
1,449.6 1,460 0
Current assets
Gash at bank and in hand 121.8 -
Debtors 227.8 2158
349.6 2158
Creditors
Amounts faling due within one year 5 (802.9} 5788
Net current habilities {453.3} [B630)
Total assets less current liabilities 996.3 1,097 0
Creditors
Amounts faling duse after mere than cne year 7 {189 9} (247 Q)
Net assets 806 4 8500
Caprtal and reserves
Called up share capital 81 132 132
Share prermium account az 5132 4998
Other reserve B2 516 47 2
Profit and loss account 8z 2284 2898
Total sharsholders’ funds 806 4 8500

The financial statements on pages 116 to 122 were approved by the Board of directors on 30 November 2011 and are signed on ther

behalf by
G SBerruyer P S Harrison
Director or
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Notes to the financial statements

Company accounting pohcies
a Basis of accounting

These financial statements have been prepared under the histoncal cost convention, except where noted below, and in accordance with the Companies
Act 2006 and applicable accounting standards in the Urited Kingdormn A summary of the more important Company accounting policies, which have
been consistently applied, is set out below

b Foreign currency translation

Monetary assets and abiites expressed in foreign cumencies are translated into Sterfing at rates of exchange prevatling at the date of the balance
sheet or at the agreed contractual rate Transactions in foreign curencies are converted into Sterling at the rate prevailing at the dates of the
transactions All differences on exchange are taken to the profit and koss account

clinvestments
Fixed asset Investments are stated at cost less provision for any diminution in value

d Parent Company profit and loss account and cash flow statement

The amount of profit for the financial year before dvdends within the accounts of the parent Company 1s £92 6m {2010 £113 2m) There 1s no matenal
difference between the profits and losses as reported above and histoncal cost profits and losses and there are no other gans or losses in the year

No profit and loss account or cash flow statement 1s presented for the Company as permitted by section 408 of the Comparies Act 2006

e Share-based payments

The Company issues equity-settled share-based payments to certan employees Equity-settled share-based payments are measured at far value
{excluding the effect of non-market-based vesting conditions) at the date of grant The far value determined at the grant date of the equity-settlied
share-based payments Is expensad on a straght-ine basis over the vesting penod, based on the Company's estimate of the shares that wil eventually
vest allowng for the effect of non-market-based vesting conditions

Far value 1s measured using the Black-Scholes or the Monte Carlo pricing models The expected Ife used in the model has been adusted, based on
management's best estimate, for the effects of non-transferability, exercise restrictions and behavioural considerations

The Company also provides certain employees with the ability to purchase the Company’s ordinary shares at a discount to the curent market value
at the date of the grant The Company records an expense, based on s estmate of the discount related to shares expected to vest, on a straght-line
basis over the vesting penod

At the end of each reporting pencd, the entity revises its estrmates for the number of options expected to vest It recognises the impact of the revision
to onginal estimates, if any, in the proiit and loss account, with a coresponding adjustment to equity

The proceeds recened net of any drectly attnbutable transaction costs are credited to share capital (norminal value) and share premium when the options
are exercised

[ Financial instruments and hedge accounting

The accounting policy of the Company for financial instruments and hedge accounting is the same as that shown in the Group accounting policies
(accounting policy p) This policy I1s n accordance with FRS 26, “Financial Instruments  Recognition and Measurement”
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Financial statements

Results for the year
1 Dmidends

2011 2010
£m om
Final dvdend paid for the year ended 30 September 2010 of 5 22p per share 68.7 -
(2010 final dwvidend pad for the year ended 30 September 2009 of 4 93p per share} - 647
tntenm dividend paid for the year ended 30 September 2011 of 2 68p per share 35.3 -
(2010 intenm dividend paid far the year ended 30 September 2010 of 2 58p per share) - 339
104.0 986

In addtion, the directors are propoaing a final dvidend in respect of the financial year ended 30 September 2011 of 7 07p per share which wil absorb
an estimnated £93 1m of sharsholders’ funds It will be pad on 2 March 2012 to shareholders who are on the register of members on 10 Febiuary 2012

These financial statements do not reflect this dvdend payable
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Operating assets and liabilities

2 Investments
Equrty interests in subsidiary undertakings are as follows

fm
Cost
At 1 October 2010 1,460.0
Reduction in year (10.4)
At 30 September 2011 1,449.6

Prowvision for diminution in value at 30 September 2010 and 2011 -

Net book value
At 30 September 2011 1,449.6
At 30 September 2010 1,460 0

The reduction in the year represents share capital redeemed In an existing subsidiary undertaking  The directors believe that the carmying value of the
nvestrments 1s supported by therr underiying net assets

Prncipal trading subsidiary undertakings, mcluded n the Group accounts at 30 September 2011, are shown in note 19 of the Group financial
staterments  All of these subsidiary undertalungs are wholly owned and are engaged in the development, distnbution and support of business
management software and related products and senvices for small and medium-sized businesses

3 Cash at bank and in hand

2011 2010

£m £m

Cash at bank and in hand 35 -
Short-term bank deposits 118.3 -
1218 -

The effective Interest rate on short-term deposits was 0 7% (2010 nil) and these depostis have an average matunty of 28 days (2010 ni) The Company’s
credit nsk on cash and cash equivalents 1s imited because the counterparties are well established banks with high credtt ratings

4 Debtors

2011 2010
£m £m
Amounts owed by Group undertakings 227.7 2155
Other debtors 0.1 03
227.8 2158

5 Creditors amounts falling due within one year
2011 2010
£m £m
Bank overdraft 0.8 02
Other financial habilites 50.0 -
Amounts owed to Group undertakings 749.2 5738
Accruals 29 48
802.9 5788

Cther financial habiiies refate to outstanding habilies of £50 Om (2010 £nil} ansing under an imevocable closed penod buyback agreement for the
purchase of the Company’s own shares which was outstanding at 30 September 2011 Refer to note 8 2 for further detalls on the buyback

6 Operating lease commitments — mimimum lease payments
The Company had no operating lease commitments dunng the year 2010 £nil)
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Anancial statements

Net debt and capital structure

7 Creditors amounts falling due in more than one year

2011 2010
£m £m

US senior loan notes — unsecured 180.9 180 1
Bank loans — unsecured - 569
Other financial labilities - 10
189.9 2470

Included In loans above 1s £189 9m (2010 £246 0m) of unsecured loans (after unamortised 1ssue costs) These loans were taken out n connection with
acquisitions

The Company has US$300 Om {£192 6m, 2010 £190 4m) of US senior loan notes, which were issued nto the prvate placement market These notes
mature $200 0m (€128 4m, 2010 £127 Om}n 2015, $50 Om (£32 1m, 2010 £31 7m)in 2016 and $50 Om (£32 im, 2010 £31 7m)n 2017 and carry
interest coupons of 4 39%, 4 78% and 5 15% respectively

There were £nil drawings (2010 £56 9m) under the multi-currency revolving credit faciity of £358 3m {2010 £357 4m) expining on 31 August 2015,
which consists both of US$271 Om (€174 Omn, 2010 £172 Omj and of €214 Om (£184 3m, 2010 £185 4m) tranches

In the table above, bark loans and loan notes are stated net of unamortised 1ssue costs of £2 7m (2010 £4 Om} The Company has incumred total issue
costs amounting to £4 4m {2010 £4 4m) n respect of these faciites These 1ssue costs were pad dunng the year ended 30 Septermber 2010, no 1ssue
costs were incurred dunng the current financial year These costs are allocated to the Income statement over the term of the facility using the effective
interest method

Unisecured bark loans were drawn in US Dollar £nil (2010 £56 9my)

8 Equity
8 1 Called up share capital
2011 2010
Authonsed £m &m
1,860,000,000 (2010 1,880,000,000) ordinary shares of 1p each 18.6 186
2011 2011 2010 2010
Issued and fully paid shares £m ghares £m
At 1 October 1,317,360,582 13.2 1,312,966,956 131
Shares issued/proceeds 6,477,254 - 4,393,626 01
At 30 September 1,323,837,836 132 1,317,360,582 132

Potential issues of ordinary shares

Certain senior executives hold optiens to subscnbe for shares in the Company at prices ranging from 134 00p to 270 00p under the share option
schemes approved by shareholders Detads of the number of shares subject to options, the penods in which they were granted and the periods in which
they may be exercised are given 1N note 14 1 of the Group financial statements

Share-based payments

The grants and related accounting treatment adopted by the Comparty under FRS 20, “Share-based Payment”, are identical to those adopted by the
Group under IFRS 2, “Share-based Payment” For detalls refer to note 14 2 in the Group financial statements

8 2 Reserves
Total Share
Treasury Merger Hedge other premmum Profit and

shares reserve reserve reserves account loss account Total
£m £m £m £m fm £m
At 1 Qctober 2010 (129 611 10 47 2 4998 2898 8368
New shares issued - - - - 13.4 - 134
Utiksation of treasury shares 34 - - 3.4 - 3.4} -
Closed penod share buyback programme - - - - - {50.0) {50.0)
Cash flow hedge - - 1.0 1.0 - - 1.0
Retained profit for the year - - - - - 92.6 926
Dmdends - - - - - {104.0) {104 0)
Equrty-setiled transactions - - - - - 34 34
At 30 September 2011 (9.5) 61.1 00 516 513.2 228.4 793.2

P ~ [



Treasury shares — share buyback programme

Shares to be repurchased relate to an imevocable closed penod buyback agreement for £50 Om (2010 £ni) for the purchase of the Company’s own
shares which was announced on 30 September 2011 Deutsche Bank AG has been appornted to manage the irevocable buyback programme dunng
the: closed penod which commenced on 4 October 2011 and wilt run up until 30 November 2011

Treasury shares — employee share trust

The Company holds treasury shares in a trust which was set up for the benefit of Group employees The Trust purchases the Company's shares

In the market for use in connection with the Group's share-based payments arangements The Trust holds 3,689,182 ordinary shares in

the Company {2010 4,986,267) at a cost of £9 5m (2010 £12 9m) and a nominal value of £36,881 (2010 £49,863) The Trust ongmally purchased
the shares in February 2006, a further 2,990,210 shares were acquired by the Trust In August 2010 with the cost being reflected in retained eamings

These shares were acqurred by the Trust in the open market using funds provided by the Company to meet obligations under the Performance

Share Plan Dunng the year, 1,297,085 shares were utiised to meet these obiigations The costs of funaing and administenng the scheme are charged
to the profit and loss account of the Company in the penod to which they relate The market value of the shares at 30 September 2011 was £9 5m
(2010 £138m)
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Rnancial statements

Other notes

9 Capital commitments and contingent habilities
The Company had no capital commitments or contingent liabilites at 30 September 2011 {2010 none)

10 Related party transactions

The Company has taken advantage of the exemption avalable under FRS 8, “Related Party Disclosures”, not to disclose detalls of transactions with
its subsiciary undertakings There are no other external related parties

11 Post balance sheet events
For details refer to note 18 in the Group financial statements
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Shareholder information

Financial calendar

Annual General Meeting 29 February 2012
Dividend payments

Final payable — year ended 30 September 2011 2 March 2012
Intenm payable — pencd ending 31 March 2012 June 2012
Results announcements

Intenm results — penod endng 31 March 2012 9 May 2012
Final resutts — year ending 30 September 2012 5 December 2012

Shareholder information online

The Sage Group plc's registrars are able to notify shareholders by e-mail of the avallability of an electronic version of shareholder information Whenever
new shareholder iInformation becomes avalable, such as The Sage Group plc’s Intenm and full year resutts, Equinhi will notify you by e-mail and you will
be able 1o access, read and pnnt documents at your own convenience

To take advantage of this service for future communications, please go to www shareview co uk and select "Shareholder Centre”, where full details of
the shareholder portfolio service are provided When registenng for this senice, you will need to have your 11 character shareholder reference number
to hand, which is shown on your dvidend tax voucher, share certificate or form of proxy

Should you change your mind at a later date, you may amend your request to receive electronic communication by entenng your shareview portfolio
onine and amending your preferred methed of communication from “e-mail” to “post™ i you wish to continue recenmng shareholder information in the
current format, there 1s no need 1o take any action

Advisers

Corporate brokers and financial advisers

Deutsche Bank, 1 Great Winchester Strest, London, EC2N 2EQ

Citigroup Global Markets, 33 Canada Square, Canary Wharf, London, E14 518

Regional Brokers

Brewin Dolphin Secunties Lmited, Time Central, Gallowgate, Newcastle upon Tyne, NE1 4SR

Sohcitors
Allen & Overy LLP, One Bishops Square, London, E1 6AD

Principel Bankers
Lioyds TSB Bank plc, 25 Gresham Street, London, EC2V 7HN

independent Auditors
PricewaternouseCoopers LLP, Chartered Accountants and Statutory Auditors, 89 Sandyford Road, Newcastle upon Tyne, NE1 8HW

Registrars
Equiniti, Aspect House, Spencer Road, Lancing, West Sussex, BNG9 6DA

www shareview co uk

Tel 0871 384 2859 {from outside the UK +44 {0)121 415 7047)

Fax 0871 384 2100 {from cutside the UK +44 {0)1903 698403)

Calls to this number cost 8p per minute from a BT landine, other providers’ costs may vary Lines are open 8 30am to 5 30pm UK tme, Monday to Fnday

Information for iInvestors
Information for investors 1s prowded on the intemeet as part of the Group's website which can be found at www investors sage com

Investor enquiries
Enguines can be directed via our website or by contacting our Investor Relations department

Andrew Griffith & Murdo Montgomery

Director of Investor Relations

Tel +44 (191 294 3000 Fax +44 Q)191 294 0002

The Sage Group plc Registered office North Park, Newcastle upon Tyne, NE13 9AA.
Registered in England number 2231246

Ao aAlPDmnna s AnaalTm o~ ~ o ool ann



Fnancial statements

View our annual report online at www.sage.com

Interactive
Annual Report

2011

The digital version of this report offers a
richer experience and enhanced content:

* View our case study videos

* Page preview and thumbnail views
» Searchtools

* Send to and quick links

* PDF and Excel downloads

*  Printing to desktop




This report 1s pnnted utilising vegetable based inks on Heaven 42 which 1s sourced from
well managed forests independently certified according to the rules of the Forest
Stewardship Counclil (FSC) This report was pnnted by an FSC and a carbon neusral
pnnting company and Heaven 42 1s manufactured at a mill that 1s certified to the 1ISC14001
and EMAS environmental standards

Designed and produced by Black Sun Pic
Ponted by Royle Pnnt



The Sage Group plc
North Park
Newcastle upon Tyne
NE13 9AA

United Kingdom

www.sage.com




