




































































Operating Performance
Group Income Statement

£m
12m to

Jan 2020 Change

12m to
Jan 2019

(restated)1

Revenue3 797.3 (5.2%) 841.5 

Underlying Profit Before Tax2

Total Retail Broking (earned) 90.2 (14.7%) 105.8 

Underwriting 40.6 (53.2%) 86.7 

Total Insurance 130.8 (32.1%) 192.5 

Travel 19.8 (8.3%) 21.6 

Other Businesses and Central Costs (27.0) (26.8%) (21.3)

Net finance costs4 (13.7) (7.9%) (12.7)

109.9 (39.0%) 180.1 

Net fair value (losses)/gains on derivatives (1.1) 1.0 

Impairment of assets (16.9) (5.9)

Thomas Cook insolvency (3.9) 0.0 

Restructuring costs (5.9) 0.0 

Impairment of goodwill (383.0) (310.0)

Loss before tax (300.9) (123.2%) (134.8)

Tax expense (11.9) 56.6% (27.4)

Loss after tax (312.8) (92.8%) (162.2)

Basic Earnings Per Share:

Underlying Earnings Per Share2 8.9p (32.1%) 13.1p 

Earnings Per Share (27.9p) (92.4%) (14.5p)

1	 The Group has adopted IFRS 16 Leases and is reporting its performance for the 12 months to 31 January 2020 against a restated comparative period 
for the 12 months to 31 January 2019 under this new standard. For further details see note 39

2	 Alternative performance measures – refer to the Glossary on page 201 for definition and explanation
3	 Revenue is stated net of ceded reinsurance premiums earned on business underwritten by the Group of £145.7m (2019: £136.0m)
4 	 Net finance costs exclude ship debt interest costs, net fair value gains/(losses) on derivatives and IAS19R pension interest costs

The Group’s business model is based on providing high-quality and differentiated products to its target demographic, 
predominantly focused on Insurance and Travel. 

The Insurance business operates mainly as a broker, sourcing underwriting capacity from selected third party insurance 
companies, and, for motor and home, also from the Group’s in-house underwriter. Travel is comprised of Tour Operations 
and Cruising. Other Businesses is principally comprised of Personal Finance and Healthcare Services.

Revenue
Revenue decreased by 5.2% to £797.3m (2019: £841.5m) due to lower Retail Broking revenues as a result of a disciplined 
approach to new business, partially offset by an increase in the number of policies renewing. Revenue in Tour Operations 
decreased 4.1% reflecting lower demand across the whole of the travel market. Cruise revenue increased following 
Spirit of Discovery’s maiden voyage in July, partially offset by Saga Pearl’s exit from service in April 2019.

Total customer spend2 was broadly stable at £1,198.0m (2019: £1,210.1m). This includes gross written premiums and 
insurance premium tax.

Total customer spend reconciles to revenue as follows:

£m
12m to

Jan 2020 Change
12m to

Jan 2019 

Total customer spend2 1,198.0 (1.0%) 1,210.1 

Net premiums paid to insurance underwriters (331.6) (296.6)

Insurance premium tax (69.1) (72.0)

Revenue3 797.3 (5.2%) 841.5 
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Underlying Profit Before Tax2

Underlying Profit Before Tax decreased by 39% to £109.9m (2019: £180.1m). 

This was primarily due to a £46.1m reduction in Underwriting profitability, largely resulting from lower reserve releases, and 
a £15.6m decrease in Retail Broking, which is mainly due to reduced gross margins per policy. These changes were expected 
and are in line with our previous guidance. 

Net finance costs in the year were £13.7m (2019: £12.7m), an increase of 7.9% largely due to the additional debt issue costs 
incurred to amend the Group’s leverage covenants in April 2019.

Loss before tax
Loss before tax was £300.9m for the year, mainly resulting from the £370m impairment of goodwill relating to the Group’s 
Insurance operations.

During 2019/20 the Group impaired the value of property, plant and equipment relating to the printing business by £3m, 
recognised a £7m impairment of the value of the Saga Sapphire and a further £7m impairment of intangible assets relating 
to the Destinology business. 

The Group recognised £4m of one-off costs in relation to the administration of Thomas Cook and £6m of restructuring 
costs, mainly relating to planned redundancies and the now exited healthcare business. 

Tax expense
The Group’s tax expense for the year was £11.9m (2019: £27.4m) representing an effective tax rate of 14.5% before the 
impairment of goodwill and release of associated deferred tax (2019: 19.4%). The decrease in the effective tax rate is due to 
corporation tax credits received and a reversal of tax provisions. Underlying tax expense for the year is £15.3m (2019: £34.2m), 
representing an effective tax rate of 18.6% (2019:19.5%).

Earnings Per Share
The Group’s underlying Earnings Per Share were 8.9p (2019: 13.1p). The Group’s Earnings Per Share were a loss of 27.9p 
(2019: loss of 14.5p). 

Retail Broking 
The Retail Broking business provides tailored insurance products and services, principally motor, home, private medical and 
travel insurance. Its role is to price the policies and source the lowest cost of risk, whether through the panel of home and 
motor underwriters or through solus arrangements for private medical and travel insurance. The Group’s in-house insurer, 
Acromas Insurance Company Limited (AICL), sits on the motor and home panels and competes for that business with other 
panel members on equal terms. Even if underwritten by a third party, the product is presented as a Saga product and the 
Group will always manage the customer relationship.

Retail Broking profit before tax on a written basis (which excludes the impact of the written to earned adjustment) reduced 
to £91.1m from £106.6m, and on an earned basis (which includes the impact of the written to earned adjustment) reduced 
to £90.2m from £105.8m.

The reduction in profit before tax on a written basis was due to a £17.4m reduction in written gross profit, after also deducting 
marketing expenses. The reduction in written gross profit after marketing expenses is due mainly to home insurance (£13.1m), 
with a lower impact from motor insurance (£4.7m). 

The lower gross margin, after marketing expenses, on home and motor insurance is primarily due to a £4.4m decline in Saga 
branded new business profitability, and a £13.0m reduction in Saga branded renewal profitability. As a result, the overall gross 
margin per policy, calculated as written gross profit less marketing expenses divided by policy numbers, for home and motor 
combined, was £74.30, compared with £80.30 in the prior year. 

The change in renewal profitability is due to an increase in the proportion of lower margin policies sourced from price 
comparison websites in the prior year and a reduction in pricing for certain long tenured home customers. The change in new 
business profitability is mainly due to a highly competitive market and an increase in acquisition costs. These changes are 
consistent with the expectations set out in April 2019 and the overall gross margin per policy of £74.30 was at the upper end 
of the targeted range.
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The Insurance business has shown good progress following the change in strategy in April 2019:

•	 320k three-year fixed-price policies were sold between launch in April and 31 January 2020 with 65% of direct new 
business customers choosing this product.

•	 Over 57% of new business customers came to us on a direct basis, compared with 51% in the prior year, consistent with 
our goal to move back to a more direct focused model. 

•	 Customer retention of 75% across home and motor was two percentage points higher than the prior year, reflecting 
a range of initiatives including a change in renewal approach launched in July 2019. 

Written profit and gross margin per policy for home and motor are after allowing for deferral of part of the revenues from 
three-year fixed-price policies, recognising inflation risk inherent in this product. As at 31 January 2020, £4.9m of income 
had been deferred in relation to three-year fixed-price policies written in the year. 

12m to Jan 2020 12m to Jan 2019

£m
Motor

Broking
Home

Broking
Other 

Broking Total Change
Motor

Broking
Home

Broking
Other 

Broking Total

GWP

Broked 124.8 154.1 113.2 392.1 (6.0%) 132.9 161.4 123.0 417.3 

Underwritten 224.0 0.0 3.6 227.6 2.0% 219.0 0.0 4.1 223.1 

348.8 154.1 116.8 619.7 (3.2%) 351.9 161.4 127.1 640.4 

Broker revenue 43.6 32.4 47.1 123.1 3.6% 30.7 43.7 44.4 118.8 

Instalment revenue 8.1 3.0 0.0 11.1 5.7% 7.5 2.9 0.1 10.5 

Add-on revenue 17.9 10.0 0.1 28.0 (27.5%) 27.9 10.6 0.1 38.6 

Other revenue 36.8 17.1 20.7 74.6 (12.4%) 43.7 17.3 24.2 85.2 

Written revenue 106.4 62.5 67.9 236.8 (6.4%) 109.8 74.5 68.8 253.1 

Written gross profit 103.6 62.5 55.0 221.1 (7.1%) 107.6 74.5 55.9 238.0 

Marketing expenses (21.6) (8.2) (7.5) (37.3) (1.4%) (20.9) (7.1) (8.8) (36.8)

Other operating expenses (53.1) (21.2) (18.4) (92.7) 2.0% (51.9) (22.3) (20.4) (94.6)

Written Underlying PBT 28.9 33.1 29.1 91.1 (14.5%) 34.8 45.1 26.7 106.6 

Written to earned adjustment (0.9) 0.0 0.0 (0.9) (12.5%) (0.8) 0.0 0.0 (0.8)

Earned Underlying PBT 28.0 33.1 29.1 90.2 (14.7%) 34.0 45.1 26.7 105.8 

Thousands

Number of policies sold (’000)

Core 1,153 682 232 2,067 (6.2%) 1,237 683 284 2,204 

Add-ons 1,537 537 9 2,083 1.2% 1,488 560 10 2,058 

2,690 1,219 241 4,150 (2.6%) 2,725 1,243 294 4,262 

Core policies sold (’000)

Core Saga branded 918 682 232 1,832 (5.1%) 964 683 284 1,931 

Core non-Saga branded 235 0 0 235 (13.9%) 273 0 0 273 

1,153 682 232 2,067 (6.2%) 1,237 683 284 2,204 

Third party panel share5 24.6% 0.9% 23.7%

5	 Third party Underwriter share of the motor panel for Saga branded policies
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Cruise 
Notwithstanding the current situation, the first six months of Spirit of Discovery’s inaugural year were a success and she 
delighted customers. Importantly, the new ship also met financial expectations with EBITDA in the second half of the year 
of £20m. While there is uncertainty over the delivery date for Spirit of Adventure as a result of the COVID-19 crisis, the 
Group’s expectation is that this will be completed within the next 12 months. This will complete the transformation of the 
Cruise business.

Tour Operations
The Tour Operations business has had a more challenging year with weak customer demand, which has accelerated due 
to the impact of COVID-19. The Group has continued the repositioning of the business to focus on differentiated products, 
with a need now to accelerate this transformation.  Within this context, the Tour Operations business generated revenue 
of £346.1m (2019: £360.8m) with 4.9% higher average revenue per passenger, partially offsetting 8.5% lower departing 
passenger numbers.

Gross margins declined to 17.7% (2019: 19.6%) reflecting competitive pricing across the sector, a decline in passenger 
numbers and fixed cost commitments on River Cruise impacting margins in the first half of the year.

Forward Travel sales6 
Bookings for Cruise have been resilient in the current situation, with forward bookings for the period from September to 
January 2021 and 2021/22 of 66% and 16% of our revenue target, respectively.

Cruise forward booked revenue for 2021/22 is £28.8m (2018/19: £44.0m) and corresponds to 111,738 (2018/19: 169,941) 
passenger days.  The reduction from the same period last year is mainly due to an earlier launch of forward bookings in the 
prior two years, with 2020/21 departures on sale from September 2018. For the 2021/22 year, forward bookings have reverted 
back to typical dates, commencing in March 2020. In addition, marketing to new customers for the 2021/22 season has been 
put on temporary hold due to Covid-19.

The Tour business has experienced a larger impact with passenger bookings for 2020/21 down 34% versus the prior year. 
Despite this, our relatively low level of cost commitments and lower exposure to Northern Europe and Far East destinations 
enable the business to react to changes in demands.

Bookings from September 2020 to January 2021
2020/21 Change 2019/20

Tour operations revenue (£m) 79 (11.2%) 89

Tour operations passengers (’000) 33 (15.4%) 39

Cruise ticket revenue (£m) 49.5 12.5% 44

Cruise passenger days (’000) 173 4.2% 166

6	 % booked of revenue targets for the stated period 
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Other Businesses and Central Costs 
12m to Jan 2020 12m to Jan 2019 (restated)

£m
Other

Businesses
Central 

Costs Total Change
Other

Businesses
Central 

Costs Total

Revenue:

Personal Finance 7.4 0.0 7.4 (9.8%) 8.2 0.0 8.2 

Healthcare 6.1 0.0 6.1 1.7% 6.0 0.0 6.0 

Media 13.3 0.0 13.3 (28.5%) 18.6 0.0 18.6 

Other 0.0 2.2 2.2 69.2% 0.0 1.3 1.3 

Total revenue 26.8 2.2 29.0 (15.0%) 32.8 1.3 34.1 

Gross profit 10.3 3.6 13.9 (13.1%) 13.8 2.2 16.0

Operating expenses (5.7) (35.2) (40.9) (6.0%) (10.1) (28.5) (38.6)

Profit on sale of property 0.0 0.0 0.0 (100.0%) 0.0 3.9 3.9

Investment income 0.0 0.1 0.1 100.0% 0.0 0.0 0.0 

Non-trading items 0.0 0.0 0.0 100.0% (0.6) (1.7) (2.3)

IAS19R pension charge 0.0 (0.1) (0.1) 75.0% 0.0 (0.4) (0.4)

Net finance costs 0.0 (13.7) (13.7) (8.7%) 0.0 (12.6) (12.6)

Underlying Profit/(Loss) Before Tax 4.6 (45.3) (40.7) (19.7%) 3.1 (37.1) (34.0)

The Group’s Other Businesses include Personal Finance, Healthcare Services and Media, Mailing and Printing businesses. 
After several years of operating a trial in Healthcare the Group has made the decision to exit these businesses. The non-
Saga branded businesses of Patricia White’s and Country Cousins were sold in March 2020 while the Saga businesses 
are in the process of being wound down with customers transferred to a third party with an outstanding Care Quality 
Commission rating.

Underlying Profit Before Tax increased as a result of the operating losses of Healthcare Services in the prior year, partially 
offset by ongoing competitive pressures on the Group’s printing business. Losses incurred in the current year within 
the Group’s live-in care proposition have been excluded from Underlying PBT following the Group’s decision to exit the 
healthcare segment. 

Central operating costs increased to £35.2m (2019: £28.5m) due to investment in IT systems to enhance the Group’s brand, 
marketing and data capabilities and an increase in staff costs following the centralisation of Group functions including 
finance, membership and marketing. These costs reflect shared assets held centrally that benefit the Group and its trading 
divisions. For the 2020/21 financial year the intention is to recharge a higher level of these costs to the Insurance and Travel 
divisions, based on the consumption of these services. This change will have no net impact on Group results. 

Cash flow and liquidity
Available Cash Flow
Available operating cash flow is made up of the unrestricted cash flows from Retail Broking, Other Businesses and Central 
Costs, plus any dividends paid by restricted businesses, AICL and Travel.

Group operating cash flow was £92.7m for the year ended 31 January 2020, 51% of Group Trading EBITDA, and 59% of 
Group Trading EBITDA adjusted to include the interest and capital repayments relating to the Spirit of Discovery. 

Operating cash flow decreased by £89.6m compared with the previous year, due to a reduction in broking earnings and 
a planned decrease in dividends from AICL, as well as two expected non-recurring effects with a combined impact of 
£40m; the reversal of a £15m positive working capital inflow from the prior year and a £25m subordinated loan to the Travel 
business in February 2019 to maintain its regulatory solvency capital and fund the third instalment for the Group’s second 
new cruise ship, the Spirit of Adventure. 
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The Travel Group has ring fenced cash facilities to satisfy CAA requirements associated with ATOL regulated holidays. 
As part of amendments to the facilities that were implemented on 31 January 2020, the Cruise business now sits outside 
of the ring fenced Group. This move increased available cash by £23m. Cruise is now excluded from the restricted Travel 
Group and its cash generation will contribute towards the Group’s available operating cashflow in the 2020/21 financial year.

While the Group continues to target an 85% conversion of EBITDA into available cash flow this is likely to be impacted by 
COVID-19 and short term working capital requirements in the current financial year.

£m
12m to

Jan 2020 Change

12m to
Jan 2019 

(restated)

Retail Broking Trading EBITDA 98.4 (15.7%) 116.7 

Underwriting Trading EBITDA 41.7 (52.2%) 87.2 

Travel Trading EBITDA 58.3 15.2% 50.6 

Other Businesses and Central Costs Trading EBITDA (16.7) 27.5% (11.9)

Group Trading EBITDA7 181.7 (25.1%) 242.6 

Less Trading EBITDA relating to restricted businesses (100.0) 27.5% (137.9)

Intra-group transfers paid by restricted businesses 15.0 (80.9%) 78.5 

Working capital and non-cash items8 (9.5) 147.7% 19.9 

Cruise carve out 22.7 100.0% 0.0 

Capital expenditure funded with available cash (17.2) 17.3% (20.8)

Available operating cash flow2 92.7 (49.1%) 182.3 

Available operating cash flow % 51.0% 75.1% 

7	 Group Trading EBITDA includes the impact of IFRS 16 with the corresponding impact to payment of principal portion of lease liabilities included in net cash 
flows from financing activities

8	 Adjusted to exclude IAS19R pension current service costs

Available operating cash flow reconciles to net cash flows from operating activities as follows:

£m
12m to

Jan 2020

12m to
Jan 2019 

(restated)

Net cash flow from operating activities (reported) 91.9 148.3 

Exclude cash impact of:

Trading of restricted divisions (46.5) (77.9)

Non-trading costs 4.5 5.5 

Interest paid 19.9 13.9 

Tax paid 25.1 34.8 

3.0 (23.7)

Cash released from restricted divisions 15.0 78.5 

Include capital expenditure funded from available cash (17.2) (20.8)

Available operating cash flow2 92.7 182.3 
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Trading EBITDA reconciles to loss after tax as follows:

£m
12m to

Jan 2020 Change

12m to
Jan 2019 

(restated)

Trading EBITDA2 181.7 (25.1%) 242.6 

Depreciation and amortisation (excluding acquired intangibles) (48.0) (43.5)

Non-trading costs (0.0) (2.3)

Amortisation of acquired intangibles (3.0) (3.6)

Pension charge IAS19R9 (0.1) (0.4)

Net finance costs4 (20.7) (12.7)

Underlying Profit Before Tax2 109.9 (39.0%) 180.1 

Net fair value gains/(losses) on derivatives (1.1) 1.0 

Impairment of assets (16.9) (5.9)

Thomas Cook insolvency (3.9) 0.0 

Restructuring costs (5.9) 0.0 

Impairment of goodwill (383.0) (310.0)

Loss before tax (300.9) (123.2%) (134.8)

Tax expense (11.9) 56.6% (27.4)

Loss after tax (312.8) (92.8%) (162.2)

9	 Pension charge IAS19R includes the additional non-cash pension service costs in excess of employer contributions made in the year and the non-cash 
pension interest cost that are both required under IAS19R

Adjusted Trading EBITDA is used in the Group’s leverage calculation and reconciles to Trading EBITDA as follows: 

£m
12m to

Jan 2020

Trading EBITDA2 181.7

Impact of IFRS 16 Leases (13.5)

Spirit of Discovery Trading EBITDA10 (16.1)

Adjusted Trading EBITDA 152.1

10	EBITDA per vessel includes central Cruise overheads

Balance Sheet 
Goodwill
The Group has tested all goodwill for impairment at 31 January 2020. The impairment test compares the recoverable 
amount of the goodwill of each cash generating unit (CGU) with its carrying value. The goodwill associated with the 
Destinology business has been considered separately, as this business represents a separate CGU. The goodwill associated 
with the Bennetts business has been transferred to assets held for sale. Please see note 36 for further details.

The recoverable amount of each CGU has been determined based on a value-in-use calculation using cash flow projections 
from the Group’s five year plan to 2024/25, and after allowing for certain stress test scenarios. This stress testing has 
included a reasonable estimate of the impact of the COVID-19 crisis. 

Based on this analysis, the Group remains comfortable that there is headroom over and above the carrying value of the 
goodwill allocated to the Cruise and Tour Operations excluding Destinology CGUs. 

For the Insurance business, excluding Bennetts, the underlying forecast cash flows for the Insurance business used in 
this calculation are similar to those used last year. Both years take a prudent view of the outlook, specifically as regards 
to not taking the benefit from planned business improvement initiatives. However, as a result of the fall in Saga’s market 
capitalisation and an associated increase in risk premium, the Group is required to discount these cash flows at a materially 
higher discount rate than was previously the case. As a result, the Group has determined that the recoverable amount of the 
goodwill of the Insurance business, excluding Bennetts, is below the previous carrying value. The Group’s results therefore 
include an impairment of the insurance goodwill, excluding Bennetts, in the amount of £370m.

For the Destinology business, lower forecast cash flows have been assumed in the latest plan which results in an impairment 
of the Destinology goodwill of £13m, as well as an impairment of other intangible assets of £7m. This is due to the challenging 
operating environment for travel agency businesses, which has been exacerbated by COVID-19.
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Investment in subsidiaries in the Saga plc parent entity 
The Group has also tested the carrying value of the investment in subsidiaries held on the separate company balance 
sheet of Saga plc, as required by accounting standards due to the carrying value being higher than the Company’s market 
capitalisation. As a result of this review, the Group considered it necessary to impair the balance by £518.0m, which reflects 
the updated valuation of the Insurance business as derived for the goodwill impairment review, combined with the impact 
of COVID-19 on the valuation of the Travel business and a higher discount rate applied to the remaining parts of the Group. 
This impairment only features in the separate company financial statements of Saga plc and so does not affect the 
consolidated results of the Group. Please refer to page 199 for further details of the review.

Investment portfolio
The majority of the Group’s financial assets are held by its underwriting entity and represent premium income received and 
invested to settle claims and to meet regulatory capital requirements. The maturity profile of the invested financial assets 
is aligned with the expected cash outflow profile associated with the settlement of claims in the future.

The amount held in invested funds decreased by £15.9m to £376.9m (2019: £392.8m), whilst derivative assets have decreased 
by £32.2m to £1.2m (2019: £33.4m) due to foreign exchange forward contracts associated with the purchase of the Spirit 
of Discovery maturing in the period and being transferred to the carrying value of property, plant and equipment. As at 
31 January 2020, 98% of the financial assets held by the Group were invested with counterparties with a risk rating of BBB 
or above, which is broadly in line with the previous year and reflects the stable credit risk rating of the Group’s counterparties.

Risk rating

At 31 January 2020
AAA

£m
AA
£m

A
£m

BBB
£m

Unrated
£m

Total
£m

Underwriting investment portfolio:

Deposits with financial institutions 0.0 30.4 0.0 18.6 0.0 49.0 

Debt securities 15.3 117.5 54.1 87.3 0.0 274.2 

Money market funds 45.9 0.0 0.0 0.0 0.0 45.9 

Loan funds 0.0 0.0 0.0 1.6 6.2 7.8 

Total invested funds 61.2 147.9 54.1 107.5 6.2 376.9 

Hedging derivative assets 0.0 0.0 0.7 0.5 0.0 1.2 

Total financial assets 61.2 147.9 54.8 108.0 6.2 378.1 

Risk rating

At 31 January 2019
AAA

£m
AA
£m

A
£m

BBB
£m

Unrated
£m

Total
£m

Underwriting investment portfolio:

Deposits with financial institutions 0.0 50.8 0.0 18.5 0.0 69.3 

Debt securities 14.8 140.3 41.2 83.9 0.0 280.2 

Money market funds 37.1 0.0 0.0 0.0 0.0 37.1 

Loan funds 0.0 0.0 0.0 0.0 6.2 6.2 

Total invested funds 51.9 191.1 41.2 102.4 6.2 392.8 

Hedging derivative assets 0.0 0.0 32.6 0.8 0.0 33.4 

Total financial assets 51.9 191.1 73.8 103.2 6.2 426.2 

Insurance reserves
Analysis of insurance contract liabilities at 31 January 2020 and 31 January 2019 is as follows:

At 31 January 2020 At 31 January 2019

£m Gross
Reinsurance

assets11 Net Gross
Reinsurance

assets11 Net

Reported claims 250.5 (48.2) 202.3 280.4 (73.5) 206.9 

Incurred but not reported12 79.9 (7.0) 72.9 103.0 (17.7) 85.3 

Claims handling provision 7.9 0.0 7.9 9.2 0.0 9.2 

Total claims outstanding 338.3 (55.2) 283.1 392.6 (91.2) 301.4 

Unearned premiums 105.3 (6.9) 98.4 98.0 (5.6) 92.4 

Total 443.6 (62.1) 381.5 490.6 (96.8) 393.8 

11	 Excludes funds-withheld quota share agreement (please refer to Note 26 for further detail)
12	 Includes amounts for reported claims that are expected to become periodical payment orders
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The Group’s total insurance contract liabilities net of reinsurance assets have decreased by £12.3m in the 12 months 
to 31 January 2020 from the previous year end due to a £4.6m reduction in reported net claims reserves and a £12.4m 
reduction in net IBNR claims reserves. This was partially offset by a £6.0m higher unearned premium reserve. Total gross 
claims outstanding reduced by £54.3m during the year due to several large case settlements and reserve releases.

Financing
The Group’s net debt has increased by £202.6m to £593.9m since the previous year end due to the additional £245m 
borrowed to fund the purchase of the Spirit of Discovery, partially offset by repayment of £40m in bank debt and short 
term facilities. 

Excluding the impact of debt and earnings relating to the new cruise ship, the Group’s leverage ratio was 2.4x as at 
31 January 2020 (2019: 1.7x), within the 3.5x covenant applicable to the Group’s term loan and revolving credit facility.

Net debt Maturity date

31 January 
2020

£m

31 January 
2019

£m

Corporate bond May 2024 250.0 250.0 

Term loan May 2022 140.0 160.0 

Ship loan June 2031 234.8 0.0 

Revolving credit facility May 2023 10.0 30.0 

Less available cash13 (40.9) (48.7)

Net debt 593.9 391.3 

13	 Refer to note 23 of the financial statements for information as to how this reconciles to a statutory measure of cash

Adjusted net debt is used in the Group’s leverage calculation and reconciles to net debt as follows: 
31 January 2020

£m

Net debt 593.9

Ship loan (234.8)

Cruise available cash 2.6

Adjusted net debt 361.7

Pensions
The Group’s defined benefit pension deficit as measured on an IAS19 basis increased to £5.5m at 31 January 2020 
(2019: £2.8m).

Saga scheme

31 January 
2020

£m

31 January 
2019

£m

Fair value of scheme assets 372.3 312.4 

Present value of defined benefit obligation (377.8) (315.2)

Defined benefit scheme liability (5.5) (2.8)

The increase in the deficit is due to a £59.9m increase in the fair value of the scheme assets to £372.3m (31 January 
2019: £312.4m) offset by a £62.6m increase in the present value of defined benefit obligations, both of which movements 
can be attributed to a significant fall in bond yields. 

Net assets
Since 31 January 2019, total assets have decreased by £228.4m and liabilities have increased by £144.3m respectively, 
resulting in an overall decrease in net assets of £372.7m. 

The decrease in total assets is a result of a £383m impairment of goodwill, a decrease in financial assets of £48.1m and 
a reduction to reinsurance assets of £34.7m due to reinsurers paying their share of several large case settlements. This was 
partially offset by a £243.6m increase in the carrying value of property, plant and equipment due to the delivery of the 
Spirit of Discovery. 

The increase in total liabilities reflects a £208.6m increase in financial liabilities due to additional borrowings related to the 
new cruise ship. This was partially offset by a reduction to gross insurance contract liabilities of £47.0m due to several large 
case settlements and reserve releases.

Regulatory and legislative developments
The Group operates within an evolving regulatory landscape. Aspects of this, such as the Data Protection Act 2018, cover 
all of Saga’s business. Other aspects cover the Group’s Insurance, Travel and Personal Finance operations. 

S T R AT E G I C  R E P O R T
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The Insurance business is regulated by both the Financial Conduct Authority (FCA) and the Gibraltar Financial Services 
Commission and the Travel business by the Civil Aviation Authority (CAA). The Travel businesses are also members of the 
Association of British Travel Agents (ABTA). 

The FCA continues to focus on pricing practices generally, including its Market Study on general insurance pricing practices. 
Saga has had measures in place for several years to address fairness in pricing and increasing numbers of long standing 
customers have seen their renewal premium either frozen or reduced as a result. We are supportive of the FCA Market Study 
and believe that, over the long term, it will be positive for Saga’s customers and our place in the market. While the outcome 
of the study has now been delayed beyond the planned publication date of June 2020, it is noted that the FCA will aim to 
deliver its final findings and proposed remedies in the summer. The FCA has continued to focus on good customer outcomes 
– through its work on culture and governance, operational resilience, vulnerable customers and product value – and Saga’s 
three lines of defence activities continue to align to these.

COVID-19
The Group’s Insurance business remains largely unaffected by COVID-19, and the Group has successfully been able 
to maintain operational capability throughout this period, with almost all colleagues working from home. However, the 
Group’s Travel businesses are currently experiencing a very high level of disruption from the impact of the COVID-19 virus. 
Following advice from the UK Government that people over 70 years old should avoid travel at the current time and given 
operational challenges in almost all countries, the Group took the decision on 12 March to suspend Cruising until May and 
on 16 March decided to suspend Tour Operations for a period of six weeks. While customer demand for future departures 
remains positive, both for Cruise and Tour Operations, there remains considerable uncertainty as to when travel services will 
resume. It is likely that the period of travel suspension will continue beyond May.

The Group has therefore considered several adverse scenarios and has built contingency plans around a central stress test 
assumption that the Cruise business could be suspended for a period of six months, from mid-March to mid-September, with 
a suspension of Tour Operations until the end of August. Within this scenario the Group has also assumed that departures in 
the second half of the year, once travel operations have restarted, would recover slowly.

In this scenario the Group would expect revenues for the full year to be reduced by around 65% for Tour Operations and 
Cruise, with a ‘drop-through’ from lower revenues to Underlying Profit Before Tax of 15%-20% for Tour Operations and 55%-
60% for Cruise, relative to plan assumptions. The difference between the two drop through rates is due to the fact that the 
Group operates with relatively low commitments in Tour Operations, and does not own travel infrastructure, compared to the 
ownership model for the Cruise business. 

In the event of a suspension of travel for an extended period, the Group will be exposed to changes in the value of hedges 
relating to oil and foreign currency. These hedges are put in place to protect cash flows, but it is now expected that the Group 
will not require the level of oil or currency previously anticipated. As of 31 March 2020, the mark to market on such open 
hedges was a net loss of around £2m. 

The Group would also be exposed to working capital outflows as a result of the return of customer advance deposits on 
cancelled departures. As at 31 March, total advance receipts for the Cruise business were £41m, of which around £27m 
related to departures from mid-May to the end of the year and a further £7m related to departures in 2021. Total advance 
receipts for the Tour Operations business at the same date were £69m, of which around £45m related to departures between 
mid-March and the end of June.

The Group expects that a significant portion of Cruise advance receipts will be retained, in return for discount vouchers and 
offers on future departures. For the Tour Operations business, customer refunds will primarily be met from cash held in the 
ring-fenced Travel business, with a much smaller provision of cash support from the Group to ensure that full compliance 
with regulatory cash requirements is maintained. 

While a working capital outflow is likely to impact on the Group’s financial position over the next six months, it is expected 
that a significant portion would reverse in the second half of the year as Travel operations restart, albeit with reduced 
bookings compared with previously planned levels.

Even in a scenario with a full suspension of travel for six months, and with a slow recovery in demand into the 2021/22 year, 
the Group is expected to remain in a strong position, for the following reasons:

•	 As at 31 March 2020 the Group had available cash resources of £92m, increased from £33m at the end of February, and 
significantly higher than the level needed to cover short term cash outflows. The increase in cash resources in March is 
primarily due to the receipt of £14m from the sale of two introductory healthcare businesses and a precautionary £50m 
drawdown on the Group’s revolving credit facility (with a further £50m undrawn), partially offset by a £7m cash injection 
to the ST&H travel ring fenced group.

•	 The Group expects to receive cash proceeds of around £23m from the sale of Bennetts Motorcycling Services. 
This disposal is expected to complete in June 2020.

•	 In addition to the available cash resources of £92m the Group has a further £55m of cash in the ST&H travel ring fenced 
group, supporting £69m of advance customer receipts. The Group is prudently holding a higher level of cash in the ring 
fence than is required by the CAA. 

O P E R AT I N G  A N D  F I N A N C I A L  R E V I E W
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•	 The Insurance business is performing well and is cash generative. While COVID-19 may have an impact on sales of travel 
insurance and on the PMI product, the core Motor and Home business is not expected to be materially impacted. 

•	 No repayments are due on the Group’s term loan until 31 January 2021, when £20m is due to be repaid; in the current 
financial year, two instalments of £10m each are due to be repaid in relation to the Spirit of Discovery, with no repayments 
on the Spirit of Adventure until at least February 2021.

•	 The Group has accelerated cost saving plans and will take further mitigating actions to reduce the impact of COVID-19 
on earnings and cash.

•	 Given the uncertainty around the trajectory of the COVID-19 virus the Board of Directors is not recommending the 
payment of a final dividend for the 2019/20 financial year.

•	 Within this scenario the Group has not included any benefits from various government initiatives, other than an allowance 
for reductions in staff costs relating to ‘furloughing’ of certain colleagues that are directly impacted by the suspension 
of travel.

The Group has also considered a further, more severe scenario that assumes the cessation of cruise and holidays trading 
until January 2021, including additional mitigating actions such as the deferral of capital payments on the debt facility used 
to fund the purchase the Spirit of Discovery, deferral of certain tax payments into the 2020/21 financial year and a further 
reduction in operating costs.

While the Group is expected to remain in a strong position, in the scenarios outlined above, the ratio of net debt to EBITDA 
(excluding Cruise debt and EBITDA) would likely in the short term exceed the 3.5x covenant included in term loan and 
revolving credit facilities. 

As a result, the Group has agreed changes to its bank debt facilities that provide it with additional financial flexibility. 
The amended covenants in short term banking facilities are shown below.

Ex-cruise leverage ratio Group interest cover

July 2020 4.75x 2.5x

October 2020 4.75x 1.75x

January 2021 4.75x 1.25x

April 2021 4.75x 2.0x

July 2021 4.25x 3.0x

January 2022 4.00x 3.5x

July 2022 and onwards 3.00x 3.5x

The covenants in the bank facilities will be tested quarterly while leverage excluding Cruise is greater than 4.0x and no 
dividends can be paid while leverage is greater than 3.0x. The Group will apply for a waiver of the covenants in the ship debt 
and is likely to apply for a debt holiday for the period to 31 March 2021 under a package of proposals that are being put 
together for the cruise industry. 

While the impact of the COVID-19 situation cannot be accurately predicted and it is not possible to assess all possible 
future implications for the company, with these steps the Group believes that it has a secure financial position that will 
enable it to trade through the current disruption of the travel market.

Dividends
Given the uncertain implications of COVID-19, the Board of Directors does not recommend the payment of a dividend for 
the 2019/20 financial year. While the Directors intend to resume dividend payments in the future, the Group will assess its 
Dividend Policy for current and future years as the COVID-19 situation becomes more certain.

Financial priorities for 2020/21
The Group’s financial priorities for the current financial year are to preserve cash and reduce leverage, comply with amended 
banking covenants and to reduce costs, while continuing the progress in Insurance that started last year, completing Cruise 
transformation and repositioning the Tour Operations business. Given the uncertain impact from COVID-19 the Group is not 
able to provide any earnings guidance for the 2020/21 financial year. 
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Viability  
statement 

The Directors have considered the viability of the Group over the five-year period to January 2025. 
The current COVID-19 situation has created an unprecedented challenge for businesses in making 
judgements regarding trading prospects. At Saga, we are focused on protecting the Group over the 
coming months and the key actions we are taking are outlined in the Going Concern disclosure on 
pages 130-131. On the assumption that the general business activities and the travel industry in 
particular can begin to recover at the start of 2021, the Directors have a reasonable expectation that 
the Group will be able to continue in operation and meet its liabilities as they fall due over the next five 
years. The Directors recognise that uncertainty increases over time and therefore future outcomes 
cannot be guaranteed.

The Directors have determined the five-year period to January 2025 to be an appropriate period over 
which to assess the Group’s viability, as this period:

a)	� is consistent with the planning horizon over which the Directors normally consider the future 
performance, capital and solvency requirements of the business;

b)	 includes the delivery of the second new ship;
c)	� includes the refinancing of senior bank facilities which took place in 2017, maturing in three to five 

years; and
d)	 includes consideration of the COVID-19 pandemic. 

In making this statement, the Directors have considered the resilience of the Group, taking account 
of its current position, the principal risks facing the business in severe but plausible scenarios, and the 
effect of any mitigating actions. The Directors have considered each of the Group’s principal risks and 
uncertainties (PRUs) detailed on pages 32-33 and the potential impact of these risks on the business 
model, future performance, solvency and liquidity over the period. The Directors have also taken into 
account the availability of the Group’s senior banking facilities, which do not mature until 2022 and 
2023 and are considered to be sufficient to meet the Group’s needs.

Our list of PRUs, derived from our robust review of risks, was reviewed by risk owners, Group Finance and 
Group Risk, to consider which risks might threaten the Group’s ongoing viability. All of the PRUs have 
been considered and severe but plausible outcomes for each have been identified. An estimate of the 
potential financial impact of each outcome has been quantified along with their perceived likelihood of 
occurrence. Assessments of potential financial impact were derived from both internal calculation and 
examples of similar incidents in the public domain. In assessing the viability of the Group, the Directors 
have considered appropriate management actions that may be taken in order to manage the solvency 
of the Group in the event of severe but plausible downside scenarios. The assessment is also based on 
the assumption that the corporate bond will be refinanced when it matures in 2024. 

The three largest sensitivities in terms of financial impact were identified as the following:

1.	� The impact of COVID-19 - as described within the Going Concern disclosure on page 49;
2.	 General insurance regulation - uncertain regulatory developments, notably the FCA market study;
3.	� A failure to deliver on our Insurance strategy – Insurance continues to perform in line with 

expectation and has demonstrated good progress over the last year. Nonetheless, the 
business is going through a period of significant change, from both a management and 
organisation perspective.

As set out in the Audit Committee Report on pages 74-77, the Directors have reviewed and discussed 
the rationale and conclusions of management’s viability testing.
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Going concern The Directors continue to have a reasonable expectation that the Group has adequate resources 
to continue in operation for the next twelve months and that the going concern basis of accounting 
remains appropriate.

The Group’s business activities, together with the factors likely to affect its future development and 
performance, its exposure to risk and its management of these risks, details of its financial instruments 
and derivative activities, and details of other financial and non-financial liabilities, are described 
throughout the annual report (see principal risks and uncertainties on pages 32-33; Operating and 
Financial Review on pages 34-47; audit, risk and internal control on pages 70-73; Audit Committee 
Report on pages 74-77; Risk Committee Report on pages 78-80; and notes on pages 130-200). 
As a consequence, the Directors believe that the Group is well-placed to successfully manage its 
business risks.

The COVID-19 outbreak has created a major challenge and a high level of uncertainty for all companies. 
Our Insurance division, being the largest operating segment in the Group, continues to perform well 
and cash generation is expected to be resilient, but we have had to pause trading in our Travel division. 
Where possible, we have equipped our staff to work from home and are focusing our efforts on 
protecting our people and giving strong support to our customers.

We have taken prompt action to protect the Group’s cash flow including reducing costs, suspending 
dividends to shareholders, making a precautionary £50m drawdown on the revolving credit facility in 
March 2020 and we have renegotiated the net debt to EBITDA (excluding Cruise) covenant on our short 
term banking facilities from 3.5x to 4.75x.

The Group has undertaken stress testing that considered a range of potential impacts of the COVID-19 
pandemic on its financial resilience. In a severe but plausible central scenario, the Directors have 
assumed: the cessation of cruises until mid-September, with a slow recovery of load factors beyond 
that date, from 30% initially in September 2020, increasing to 60% by January 2021, then increasing 
across the course of 2021 to a pre COVID-19 level of 87% by January 2022; a delay in the delivery of 
the new ocean cruise ship, the Spirit of Adventure, from August 2020 to the end of November 2020; 
the impact of a cessation of holidays trading for five months until August; with adverse impacts on 
cancellations and booking rates for both holidays and cruises continuing into 2021. The scenario also 
assumed trading stresses in relation to the Insurance business, namely an expected reduction in travel 
insurance broker sales during 2020 and a potential adverse impact on profits relating to Private Medical 
Insurance, with an estimated combined total profit impact on the Insurance business of a net £10m per 
annum in 2020/21 and 2021/22. The analysis also used prudent assumptions for refunds of customer 
bookings, made limited allowance for deferral of tax payments until the second half of the year and did 
not assume any deferral of capital payments on the debt facility for the Spirit of Discovery ship. 

In addition to this, the Directors considered a further, more severe scenario that assumed the 
cessation of cruise and holidays trading until January 2021, including further mitigating actions 
such as the deferral of capital payments on the debt facility used to fund the purchase of the Spirit 
of Discovery, deferral of certain tax payments into the 2021/22 financial year and a further reduction 
in operating costs.

While the impact of the COVID-19 situation cannot be accurately predicted and it is not possible to 
assess all possible future implications for the company, based on this analysis and in the scenarios 
assessed, the Group believes that it has a secure financial position that will enable it to trade through 
the current disruption of the travel market.
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Section 172 (1) statement 
Duty to promote the success of the company
The directors have had regard for the matters set out in section 172(1)(a)-(f) of the Companies Act 2006 when performing 
their duty under section 172. The directors consider that they have acted in good faith in the way that would be most likely 
to promote the success of the Company for the benefit of its members as a whole, while also considering the broad range 
of stakeholders who interact with and are impacted by our business.

The table below indicates where the relevant information is in this annual report that demonstrates how we act in 
accordance with the requirements of s.172. 

s172 matter Further information incorporated into this statement by reference

Likely consequences of any 
decision in the long term

Chairman’s statement 
PAGE 6

Chairman’s governance overview 
PAGES 52-54

Group CEO’s strategic report 
PAGES 7-9

Board leadership and Company purpose 
PAGES 58-60

Market overview 
PAGES 10-11

Division of responsibilities 
 PAGES 61-63

Business model 
PAGES 12-13

Composition, succession and evaluation 
 PAGES 64-67

Strategic priorities 
PAGES 14-15

Nomination Committee report 
PAGES 68-69

Corporate responsibility 
PAGES 18-31

Audit, risk and internal control
 PAGES 70-73

Our principal risks and uncertainties 
PAGES 32-33

Audit Committee report 
PAGES 74-77

Operating and financial review 
PAGES 34-47

Risk Committee report 
PAGES 78-80

Viability statement 
PAGE 48

Directors’ Remuneration Report 
PAGES 81-108

The interests of the 
Company’s employees

Chairman’s statement 
PAGE 6

Operating and financial review 
PAGES 34-47

Group CEO’s strategic report 
PAGES 7-9

Chairman’s governance overview 
PAGES 52-54

Market overview 
PAGES 10-11

Board leadership and Company purpose 
PAGES 58-60

Business model 
PAGES 12-13

Composition, succession and evaluation 
PAGES 64-67

Strategic priorities 
PAGES 14-15

Nomination Committee report 
PAGES 68-69

Corporate responsibility
PAGES 18-31

Directors’ Remuneration Report 
PAGES 81-108

Our principal risks and uncertainties 
PAGES 32-33

The need to foster the 
Company’s business 
relationships with suppliers, 
customers and others

Chairman’s statement 
PAGE 6

Corporate responsibility 
PAGES 18-31

Group CEO’s strategic report 
PAGES 7-9

Our principal risks and uncertainties 
PAGES 32-33

Market overview 
PAGES 10-11

Operating and financial review 
PAGES 34-47

Business model 
PAGES 12-13

Chairman’s governance overview 
PAGES 52-54

Strategic priorities 
PAGES 14-15

Board leadership and Company purpose 
PAGES 58-60

Impact of the  
Company’s operations on the 
community and environment

Chairman’s statement 
PAGE 6

Strategic priorities 
PAGES 14-15

Group CEO’s strategic report 
PAGES 7-9

Corporate responsibility 
PAGES 18-31

Market overview 
PAGES 10-11

Our principal risks and uncertainties 
PAGES 32-33

Business model 
PAGES 12-13

Operating and financial review 
PAGES 34-47
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s172 matter Further information incorporated into this statement by reference

The Company’s reputation 
for high standards of 
business conduct

Chairman’s statement 
PAGE 6

Chairman’s governance overview 
PAGES 52-54

Group CEO’s strategic report 
PAGES 7-9

Board leadership and Company purpose 
PAGES 58-60

Market overview 
PAGES 10-11

Division of responsibilities 
PAGES 61-63

Business model 
PAGES 12-13

Composition, succession and evaluation 
PAGES 64-67

Strategic priorities 
PAGES 14-15

Nomination Committee report 
PAGES 68-69

Corporate responsibility 
PAGES 18-31

Audit, risk and internal control
PAGES 70-73

Our principal risks and uncertainties 
PAGES 32-33

Audit Committee report 
PAGES 74-77

Operating and financial review 
PAGES 34-47

Risk Committee report 
PAGES 78-80

Viability statement 
PAGE 48

Directors’ Remuneration Report 
PAGES 81-108

The need to act fairly as 
between members of the 
Company

Chairman’s statement 
PAGE 6

Board leadership and Company purpose 
PAGES 58-60

Corporate responsibility 
PAGES 18-31

Directors’ report 
PAGES 109-112

Chairman’s governance overview 
PAGES 52-54

Non-financial information statement
Disclosures of non-financial information matters, including a description of policies, due diligence processes and outcomes, 
where applicable, are available as follows:

NFI matter Further information incorporated into this statement by reference

Environmental Safeguarding the environment 
PAGES 26-29

Company’s employees Colleagues and culture  
PAGES 22-23

Succession planning and talent development 
PAGE 69

How the Board monitors culture 
PAGE 31

Diversity 
PAGE 69

Culture 
PAGE 58

Fairness, diversity and wider workforce  
considerations 
PAGES 95-102

Stakeholder engagement by the Board 
PAGE 60

Social Market overview 
PAGES 10-11

Stakeholder engagement by the Board 
PAGE 60

Investing in our communities 
PAGES 24-25

Respect for human rights Human rights and modern slavery 
PAGE 30

Anti-corruption and  
anti-bribery

Financial crime 
PAGE 30

Financial crime and whistleblowing 
PAGE 75

Business model Business model 
PAGES 12-13

Principal risks  
and uncertainties

Principal risks and uncertainties  
PAGES 32-33

Non-financial KPIs Relevant policies, codes and standards are available on 
https://corporate.saga.co.uk/about-us/governance/

The Strategic Report was approved by the Board and signed on its behalf  
by Euan Sutherland, Group Chief Executive Officer on 8 April 2020
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