


REVENUE
Y

2019 3,348.4
2018 3,684.3
2017 1.380.7

2016 12450

2015 834.5

DILUTED ADJUSTED EARNINGS PER SHARE'

CENTS

2019 195.9
2018 187.5
2017 175.7
2016 146.7

2015 1294

ADJUSTED EBITDA'
M

| 2019 1,362.5
2018 14136
2017 640.8
2016 532.5
2015 348.3

DILUTED EARNINGS PER SHARE
CENTS
~2019 (4.9)
2018 1389
2017 665
2016 716
2015 56.7

PROFIT BEFORE TAX

$M
(34.1) 2019
(785) 2018
2017 195.4
2016 195.4
2015 914

. CASH GENERATED FROM OPERATIONS?
$M

2019 1,056.3
2018 11516
£ 2017 564.8

~ 2016 456.1

2015 2887

9 of the top
investment s

TOTAL DIVIDEND PER SHARE
CENTS

2019 116.7
2018 1008

2017 88.1

2016 66.7

2015 484

Note: All FY18 measures are for the 12 months ended 31 October 2018.

com pan| Note: FY19 and FY18 are for continuing operations only unless otherwise stated.
|d d 1. Adjusted EBITDA and Diluted Adjusted Earnings per Share are defined
WOriawil e in the "Alternative Performance Measures” of these financial statements.

2. FY19 and FY18 included discontinued operations.

Focus customers




OUR PURPOSE

At Micro Focus, we help organisations run
and transform their businesses. Driven by
customer-centric innovation, our software
provides the critical tools needed to build,
operate, secure, and analyse the
enterprise. By design, these tools bridge
the gap between existing and emerging
technologies — which means enterprises
can innovate faster, with less risk, in the
race to digital transformation.

Our commitment to customers and
partners is to be agile and efficient,

to be easy to do business with, to deliver
technology that is current and relevant
and to have a stable, skilled and diverse
workforce. Our goal is to deliver
consistently high levels of shareholder
returns over the long term by delivering
for our customers and enhancing
opportunities for our employees.
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/ MICRO FOCUS BY THE NUMBERS

ANNUAL REVENUE

| $3.38N

ENTERPRISE-GRADE PRODUCTS

300:

NUMBER OF THE FORTUNE 100 AS CUSTOMERS

Sl

CUSTOMERS WORLDWIDE

2101000

GLOBAL PARTNERS

0,000

EMPLOYEES IN 49 COUNTRIES

12,000

PRODUCT RELEASES IN FY19

000:

YEARS IN BUSINESS

40

D W

D= &
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WHAT WE DO

We help businesses bridge now and next by delivering solutions
that support the four core pillars of digital transformation:

What customers need

How we support them

SPEED

Enterprise DevOps
Deliver at high speed with low risk

Hybrid IT Management
Simplify your IT transformation

SECURITY

Security, Risk & Governance
Secure what matters most

INSIGHTS

‘ AGILITY

Predictive Analytics
Analyse in time to act

OUR VERTICAL EXPERTISE

With a global footprint and a customer base of 40,000,

Micro Focus has an established track record in virtually all
key industries worldwide. We are trusted and proven in these
segments because we understand the unique challenges
and requirements within them. Our expertise includes a deep
understanding of industry-specific regulations, such as SEC,
Dodd-Frank, MiFID, FISMA (financial services), HIPPA and FDA
(healthcare), GDPR (global data privacy regulations) and their
associated international counterparts. Micro Focus' vertical
expertise is a key enabler in helping customers digitally
transform the right way — ensuring they do so in a manner
that is in context for their industry and allowing them to innovate
while minimising risk, which ultimately ensures they transform
while also running their key business functions.

OUR BROAD AND DIVERSIFIED CUSTOMER BASE

Micro Focus Intern al plc Annual Report and Accounts 2019
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BRIDGING NOW AND NEXT IN 2019

FOUR DIGITAL TRANSFORMATION CASE STUDIES

©
Enabling Speed:

Sky
Page 05

&

Supporting Agility:
Istanbul Grand Airport
Page 06

Ensuring Security:
US Department of Energy
Page 07

Providing Insights:
The Climate Corporation
Page 08
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Micro Focus ensures one of Europe’s
leading direct-to-consumer media
and entertainment companies can
meet growing demands by providing
a flexible and scalable performance
testing platform.

CUSTOMER:
Sky

OVERVIEW:

The adoption of agile development, as part of the company’s
digital transformation programme, required the company to
modernise their testing — not only moving to a continuous test
environment, but also to leverage container-based technology
within a framework of scalable DevOps.

“With Micro Focus, we can run tests much faster than before,
and we have introduced a change-driven approach, where we
test what we need, reducing engineering time. We arrive in
the morning to comprehensive test reports and can quickly
determine the success of our testing efforts.”

Colin Griffiths
Performance Engineering Manager
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O©AGILITY

Micro Focus delivers production-ready,
public and private cloud infrastructure
and IT services for one of the world's
largest airports.

CUSTOMER:
Istanbul Grand Airport

OVERVIEW:

Simplifying infrastructure complexity — through provisioning,
process automation and standardisation — reduces IT
administration and streamlines service delivery for the airport,
while delivering on the promise of Hybrid IT.

“We analysed the time it took to provision servers without
automation support, and calculated that Hybrid Cloud
Management accelerates our delivery by 12 times. In addition,
the full Micro Focus suite has increased our IT administrator's
productivity by 80%."

Burak Cetinkaya
Datacentre & Network Manager

Micro Focus International plc Annual Report and Acc@



@SECURITY

Micro Focus enables government
agencies to protect, govern, and facilitate
access to, electronic records ensuring
citizen data is safe and secure.

CUSTOMER:
US Department of Energy —
Office of Legacy Management

OVERVIEW:

Securely managing millions of electronic records for
epidemiological reasons, environmental monitoring and pension
administration — many of which have retention periods of 75+
years — helps fulfil the Department of Energy’s post-closure
responsibilities and‘ensure the future protection of human health
and the environment.

"Content Manager allows staff to respond to Department of
Labor inquiries in a secure and timelier manner, helping to
reduce the claim response time for those who may be suffering.”
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OUR UNIQUE PERSPECTIVE

Digital transformation initiatives often have
a common thread. While organisations
recognise that they must evolve their
market offerings and supporting IT
practices to stay competitive, they also
know that the core business systems

and processes they have developed over
time are the lifeblood of the organisation.
Instead of adopting a rip-and-replace
strategy — which often introduces
unacceptable risk, cost, and time-to-market
concerns — Micro Focus encourages
customers to leverage software that allows
them to bridge existing and emerging
technologies. By providing technology that
is current and relevant and a choice in
deployment and an open architecture that
supports integration, Micro Focus helps
customers to both run and transform their
business and often deliver business
outcomes faster with less risk.
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EXECUTIVE CHAIRMAN'S STATEMENT

KEVIN LOOSEMORE

Executive Chairman
3 February 2020

10

The business has embarked on a
wide-ranging Strategic & Operational
Review which has re-affirmed our
belief in the core Micro Focus strategy
and highlighted areas where we need
to adapt in order to succeed in an
evolving market.

Micro Focus International plc Annual Report and Accounts 2019



Looking back at the financial year

This has been a disappointing year. Whilst a significant number
of things have been achieved in the year the end result is not in
line with our expectations. The integration of the HPE Software
Business has proved more challenging than we anticipated
resulting in delayed financial performance.

Whilst we continue to make progress, this has not been at
the pace we hoped, with major IT system reimplementation
compounding poor sales execution and productivity.

As a result, on 29 August 2019, the board of directors
announced a wide-ranging Strategic & Operational Review
utilising the expertise of independent third parties to work with
the Micro Focus management team in the most extensive
review of our business since 2011. This Strategic & Operational
Review has reaffirmed our belief that there is a large section

of the enterprise software market that is consolidating and
that there are value creation opportunities for scale players
with operational efficiency and disciplined capital allocation.
Notwithstanding our current challenges in execution, we believe
that Micro Focus remains well positioned to participate in

this opportunity.

The review also highlighted some areas where we now need to
transform the way we do things in order to better align to the
evolving needs of our customers and partners. The work on
the Strategic & Operational Review is well progressed and a fulll
update on the review and the changes we intend to make are
set out in Stephen’s Chief Executive's Strategic review.

During the year we completed the separation and sale of the
SUSE business demonstrating the value of our approach to
portfolio management. Through effective investment and
management of the SUSE asset, from being 20% of total
revenues of the Attachmate Group when acquired by Micro
Focus in November 2014 for $2.3bn, we achieved a total cash
consideration of $2.5bn for the SUSE asset alone just four years
later, at an accounting profit on disposal before tax of $71.8bn.

Over a number of years, we have played a lead role in
consolidating a fragmented enterprise software market.

We continue to believe consolidation will play a key part in
the shareholder value creation and announcements of other
significant M&A in our market confirm that this consolidation
is active and relevant.

Capital allocation and debt position

The medium-term leverage target for the Group remains 2.7 times
net debt to Adjusted EBITDA. The cash generation qualities of
the business mean we have successfully increased leverage
above this target in order to complete inorganic investment
before returning to 2.7x after each transaction. The delays in our
integration, weak licence sales and, in particular, the level of cash
exceptional charges means that returning to this level has taken
longer than planned and is currently at 3.2x.

The board will keep the appropriate level of debt under review
and Micro Focus will be consistent in its policy of not holding
surplus cash on the balance sheet.

The board and people

The board and | have decided that now is the right time

for me to leave Micro Focus and hand over to a new Chairman.
As such, Greg Lock will become non-executive Chairman
effective 14 February 2020. At that time, | will step down from
the board but remain available to support the business over
the next six months.

Darren Roos and Silke Scheiber have also stepped down as
non-executive directors in September 2019 and February 2020
respectively. Both individuals joined the board as directors
nominated by HPE as part of the HPE Software transaction.
Following the annual general meeting in March 2019, the period
for HPE to nominate directors expired and both have stepped
down to focus on other commitments. The board would like to
thank Darren and Silke for their commitment and contributions
over the past two and a half years and wish them well.

Richard Atkins, Amanda Brown, Lawton Fitt and Karen Slatford
provide continuity and long-term experience of the Micro Focus
business and strategy.

Micro Focus also has over 12,000 motivated and determined
people and | would like to thank all colleagues and the board
for their dedication during the year.

Dividend

During the period, we have paid an interim dividend of 58.33
cents and proposed a final dividend of 58.33 cents, taking total
dividend per share to 116.66 cents for the 12-month period.
The dividend policy remains unchanged at two times covered
by the adjusted earnings of the Company.

The dividend will be paid in Pound Sterling equivalent to

44.53 pence per share, based on an exchange rate of £1 = $1.31,

the rate applicable on 3 February 2020, the date on which the
board resolved to propose the dividend. Subject to approval
by shareholders, the dividend will be paid on 7 May 2020

to shareholders on the register at 14 April 2020.

Looking forward

As we look to the current financial year, Micro Focus will
continue to focus on delivering sustainable customer value
and shareholder returns over the long-term and delivering on
the outcome of the Strategic & Operational Review. We are
cognisant that this is a multi-year process and continued focus
on improving execution will deliver a positive outcome for
shareholders, customers, partners and colleagues.

Kevin Loosemore
Executive Chairman
3 February 2020

Micro Focus International plc Annual Report and Accounts 2019
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CHIEF EXECUTIVE'S STRATEGIC REVIEW

This has been a challenging year for
Micro Focus and our overall financial
performance fell short of expectations.
As a result, we conducted a Strategic
& Operational Review to identify the
additional actions or changes required
to deliver on the significant potential
within the business.

STEPHEN MURDOCH

Chief Executive
3 February 2020
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Performance in the Period

This has been a challenging year for Micro Focus and our overall
financial performance in the 12 months ending 31 October
2019 fell short of our expectations. For the 12 months ended

31 October 2019 the Group reported revenues of $3,348.4m

(18 months ended 31 October 2018: $4,754.4m). This represents
a 7.3% decline on the 12 months ended 31 October 2018 on

a constant currency basis, in line with revised management
guidance issued as part of the trading update in August 2019

of minus 6% to minus 8%. The Group generated a statutory
operating profit of $221.7m for the 12 months ended 31 October
2019 (18 months ended 31 October 2019: $376.8m).

Adjusted EBITDA for the Group was $1,362.5m for the

12 months ended 31 October 2019, representing a decline of
2.6% on a constant currency basis. Whilst further progress on
cost optimisation was made across the business this was not
sufficient to fully offset the miss on revenue. This performance
translates to a 40.7% Adjusted EBITDA margin (12 months
ending 31 October 2018: 38.7%).

The divestiture of our SUSE business for $2.5bn completed
in the period and the operational work required to enable the
separation of this division was completed to time and budget.
This, when combined with our other share buy-back activities
resulted in total cash returns to shareholders of $2.3bn or
equivalent to $5.36 per share (based on the share count

as at the day before the announcement of the transaction).

The revenue performance in the period was impacted by a
combination of volatile macroeconomic conditions and changing
buying behaviour leading to the delay of customer investment
decisions, and inconsistent execution, which was further
impacted by the greater than expected complexities arising from
the integration of the Hewlett Packard Enterprise (HPE) Software
business acquisition.

As a result, we issued a trading update on 29 August 2019,
revising downwards the range for expected full year revenues
and announcing the decision to initiate a comprehensive
Strategic & Operational Review of our business.

Strategic & Operational Review: Approach

We have undertaken the most comprehensive review of the
business since 2011. A leading global investment bank and other
specialist advisors supported the work undertaken.

The review covered:

— Evaluation of the full range of the strategic alternatives for
value creation; and

— An assessment of where we stand now in our efforts to fully
integrate the HPE Software business and the overall execution
capability within the Company and the improvements required
to accelerate progress.

In order to enable better clarity and provide the necessary
context, a summary of the key issues, the progress made within
this reporting period and the outcome of the review is set

out below.

Assessment of key issues and progress to date

The key issues that have emerged related to overall execution,
market changes and the integration of the HPE Software
business acquisition. All of these issues are understood in detall,
progress has been made and there is clear visibility of what
remains to be done in the near term. This is set out below.

1. Operational systems and business processes

The HPE Software business acquisition presented the typical
challenges associated with making a large and complex acquisition
and significant additional complexities relating specifically to this
being a carve-out of a division from a much larger parent.

To enable this “carve out”, HPE designed and initiated the build
of new IT systems, new business processes and identified the
key functions and people required to support a standalone
organisation. The adoption of these purpose built systems and
business processes across the enlarged group was one of the
key benefits expected from the acquisition.

In reality, the systems were proven to be not fit for purpose, the
business processes were overly complex, and the organisational
design was highly fragmented. This has continued to have a
material impact to core business operations, execution levels
and overall productivity.

We have deployed significant resources to stabilise these
systems and in parallel execute a comprehensive programme
of work to address the more structural changes required.

The objective of these changes is to deliver a single set of
business applications and infrastructure built on simplified

or completely redesigned business processes which are
anticipated to drive operational improvements and efficiencies.

Notable progress includes:

— The design, build and deployment of a fully standalone IT
hardware infrastructure was completed on time and budget.
This significant and critical undertaking allowed us to migrate
from the shared environment with HPE;

— Organisational consolidation in each of the Finance and HR
functions has advanced and will consolidate operations from more
than 60 locations into five global and regional Centres of Excellence
to enable effective scale, lower costs and efficiency; and

— Rationalisation of our legal entity structure and standardisation
of company policies and processes. When complete we
expect to significantly simplify the group structure which
will bring significant improvements in efficiency and cost.

The remaining major work item is the completion of the
project to build the single business application architecture.
When complete this work is expected to deliver the platform
for materially improved execution through more streamlined
business operations and effective scale to drive operational
and cost efficiencies creating a platform for future growth.

2. Go-To-Market organisation

Through multiple acquisitions, the business has inherited a

mix of regional and product orientated Go-To-Market models.
These differences have led to inconsistent approaches to customer
engagement and the associated deployment of resources and
when combined with the systems issues outlined above impacted
overall levels of execution and predictability of performance.

This led to reduced productivity and elevated levels of staff attrition.

Micro Focus International plc Annual Report and Accounts 2019
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CHIEF EXECUTIVE'S STRATEGIC REVIEW
Continued

Progress has been made in stabilising staff attrition and

hiring levels have increased to drive towards stable sales
headcount. The process of onboarding new people has been
improved and investments made in better enablement and
training to reduce the time it takes to get new sales teams fully
productive. Investments have also been made in delivering
tactical improvements to systems and reporting tools whilst
replacement business systems are developed.

The approach to date has been to drive improvement

through iterative and incremental change. This has now been
replaced by a more accelerated approach in order to drive
fundamental changes on a global basis to deliver the necessary
improvements to the organisation. The new model and approach
is summarised later in this section.

3. Product Portfolio

The operating model for product development drove “siloed”
execution leading to disconnected strategies and limited cross-
portfolio leverage of skill or capability. Customer engagement in
the development of product strategies was insufficient and resulted
in product roadmaps that did not fully exploit the advantages

of significant customer installed bases and strong market
positions. This combination led to reduced adoption of our latest
technology which in turn limits our ability to cross and upsell.

The operating model has been restructured to drive collaboration
and the leverage of innovation across portfolios to both strengthen
existing offerings and reduce time to market. Core product
roadmaps have been reshaped in every portfolio with the major
remedial, corrective actions in product design now complete.

The improved collaboration enabled our product teams to deliver
over 500 product releases during the period with examples of this
more customer-centric innovation being delivered. Notably:

— New Robotic Process Automation, Artificial Intelligence and
Natural Language Processing capabilities;

— Delivering container technology to enable flexible deployment;

— User, Entity & Behavioural Analytics capabilities to enhance
security capabilities; and

— Enabling customers to process huge volumes of data in
the cloud or within their own environment but with cloud
scale economics.

The immediate execution focus is to ensure our customers
fully understand our product strategy and are able to deploy
our latest technology releases successfully.

4. Revenue composition & alignment to strategy
Professional services revenue has needed to be realigned
to support the Micro Focus product strategy rather than to
generate standalone services revenue and some of the key
SaaS offerings were not engineered correctly to create a
profitable and sustainable source of incremental revenue.

The amount of revenue impacted and the actions and time
required to correct this were greater than we initially anticipated
put there is now a clear path to completion.

Professional services revenue has been broadly stable for the
last three quarters and is on track to be stable on a year-over-
year basis by the end of FY20. The remedial product roadmap
work for the impacted Saa$S offerings is complete and the

14

remaining activities will be completed within the next six months.
Impacted customers now have a clear path forward and delivery
of the transition is driven by customer demand.

Strategic & Operational Review: Conclusions and next steps
The Strategic & Operational Review is substantially complete,
and in the opinion of the board, has confirmed that:

— The fundamentals underpinning our model and approach
remain valid;

— We underestimated the challenges that have emerged in the
integration of the HPE Software business;

— The key issues in relation to execution and integration are
understood in detail, progress has been made and there is
clear visibility of what remains to be done and this now needs
to be driven to conclusion; and

— Whilst we have been addressing these challenges, the pace of
change within the enterprise software market has accelerated
and we now need to evolve our business model to capture the
opportunities for significantly improved performance that exist
within a number of our portfolios.

Given the above and having completed a full evaluation of the
alternative strategic options available, the board has concluded
that, at this time, the greatest opportunity for value creation is
through the successful execution of the following key initiatives:

Evolve - our operating model

Objective: Improve Product Portfolio positioning and

external visibility

Given the pace of change in our industry we need to both
accelerate and improve the visibility of our product strategies
and drive a more differentiated approach to operational
management and investment levels in certain portfolios.

When we acquired SUSE as part of The Attachmate Group
we recognised the need to run this portfolio differently and
essentially as a separate business. The market opportunity
for Security and Big Data is such that a similar, differentiated
approach to investment and operational management will
be adopted for these product lines.

Over the medium-term, our goal is to develop broadly
autonomous businesses operating within the group. This will
happen in two phases and take 12 to 24 months to complete.
During the first phase, we will realign organisational structures,
build new capability within these portfolios and refocus
product and market positioning where required. In phase

two, our plan is to run these portfolios broadly autonomously
and report performance discretely within the overall group
performance updates.

Accelerate - transition of certain portfolios to SaaS

or subscription based revenue models

Objective: Improve portfolio positioning and revenue composition
The Strategic & Operational Review has highlighted the need

for a more definitive approach and accelerated transition to
Subscription and SaaS based offerings as part of our future
portfolio strategy. The transition will be managed over multiple
financial periods with an initial focus on products where this
model is the emerging or defacto market standard.

Micro Focus International plc Annual Report and Accounts 2019



Our goal is to deliver incremental improvements in revenue
trajectory alongside a structured and disciplined transition to
Saa$S and Subscription for some of our products. During FY20
we will begin the transition of Vertica, seek to grow existing
and introduce new offerings in Security and build upon existing
initiatives in ADM and ITOM with accelerated progress in these
portfolios during 2021.

Driving this transition more systematically and faster will lead to
improved competitiveness, higher contract value and customer
retention rates combined with greater revenue predictability.

Transform — our Go-To-Market function

Objective: Improve overall productivity and predictability

of performance

In order to drive consistent and sustained improvements in
sales effectiveness a more fundamental restructuring of our
Go-To-Market organisation is now underway. We have now
accelerated the implementation of a new global operating
plan and management system, supplemented by improved
infrastructure and a single, consistent sales methodology
and investment in the enablement of our teams. The goal of
which is to drive significantly improved and increased levels
of customer engagement.

Effective execution should over time ensure our resource
alignment is better optimised to the opportunities in

the marketplace for our portfolio and drive productivity
improvements, improve renewal rates and exploit cross-selling
opportunities within our broad portfolio.

Complete - core systems and operational simplification priorities
Objective: Deliver the operational systems and business
processes that form the platform for operational effectiveness
and efficiencies

The Strategic & Operational Review confirmed the critical

priority of driving our systems work to successful conclusion to
capture the significant operational improvements and associated
efficiencies evident and achievable within the business.

The major piece of structural work outstanding is the project
to deliver the single set of business application systems
architecture required to fully integrate our business operations.

We are encouraged with progress made to date but as
previously communicated this is a complex multi-period IT
project, further complicated by our SOX requirements which
limits the opportunity to make substantial system changes in the
second half of FY20. As such, a decision on whether we execute
in line with our timetable or have to rephase will be made in the
second quarter and communicated as part of our interim results.

Outlook for the future: Focus on operational excellence
and performance

Micro Focus has a heritage of strong brands and deep sector
expertise, along with customer and partner relationships
founded on delivering software and support that is essential

to mission-critical business processes. Our approach and
experience in helping customers run and transform their
business while managing risk and ultimately driving long-term
value from their investments are strong foundations from which
to build.

Our model is designed to deliver sustainable and consistent
returns for our shareholders, customers and employees.
Our overarching principles remain unchanged:

1. Long-term and sustainable Adjusted EBITDA growth;

2. Strong free cash flow generation;

3. Efficient allocation of capital;, and

4. Value accretive corporate actions through either acquisition
or divestment.

The key initiatives and associated investments, combined with
existing but adjusted operational improvement actions resulting
from the Strategic & Operational Review are intended to drive
an accelerated recovery in revenue trajectory such that the
revenue decline moderates and delivers flat to low single digit
growth over the medium-term. Successful delivery of this when
combined with the completion of work to build an effective
operational platform should also enable Adjusted EBITDA
margins to be improved to the mid-forties % range over time
and result in significantly improved levels of free cash flow.
Significant progress on this journey will also enable the
Company to once again consider appropriate portfolio actions
and accretive M&A to enhance shareholder value creation in
the medium-term.

FY20 outlook

We expect revenues for the 12 months ending 31 October
2020 to be in the range of minus 6% to minus 8% at constant
currency when compared to the 12 months ended 31 October
2019. Within this, we expect the first half revenues of FY20

to be broadly consistent with the trajectory achieved in the
second half of FY19, with improvements in the second half of
FY20 and beyond. The investments we are announcing today
should amount to $70-80 million in FY20 and are expected to
recur in large part in FY21. We do not expect to see a material
revenue benefit from these in the current financial year but the
benefits should start to come through in FY21. The increased
investment will impact our Adjusted EBITDA margins in FY20 and
FY21, by which time we expect to be showing a demonstrable
improvement in our growth prospects and revenue quality,
which in turn should flow through into higher returns thereafter.
This should also coincide with the delivery of the operational
platform enabling cost and operational efficiencies to further
contribute to margin expansion, in line with our longer

term objectives.

We expect net debt broadly to reduce through FY20 excluding
the impact of IFRS 16 with our strong underlying cash flows
from operations continuing to comfortably fund the remaining
integration related exceptional costs, as well as on-going debt
service, capital expenditure, tax and dividend payments.

Strategic Report

The Strategic Report, comprising the information on pages
10 to 63 inclusive, was approved by the board of directors
on 3 February 2020 and signed on their behalf by:

Stephen Murdoch
Chief Executive Officer
3 February 2020
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OUR MARKETPLACE

DIGITAL TRANSFORMATION IS A NECESSITY FOR MARKET SUCCESS

The software marketplace is rapidly evolving. A combination of

technology advances, evolving customer expectations, process
evolutions (e.g. digitisation) and new business models are forcing

executives to rethink prior IT strategies.

Until recently, these executives had to make top line/bottom
line tradeoffs in determining how to evolve — deciding between
investments that would help the organisation derive value and
those that will help optimise costs and manage risk.

Top line manda
\identify ne’g’fe nue streams.
\ X N \

\

|
|
*
[ >~

Consumerisation
of IT

Access
to new
data sources

Enable
mobility
and access

Evolving
customer
expectations

The rise of advanced analytics is now blurring those lines and
simultaneously bringing both opportunities to the forefront.

In the end, the decisions IT executives make on how to move
forward will have a direct impact on differentiation, growth and
scale, profitability, customer satisfaction and speed to market.
Today, IT executives need to think about and, not or.

Changing
regulatory
environment

Changing
IT policies

Agile cloud
delivery models

Automation
and process
re-engineering

reduction driven
rationalisation
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POWERING DIGITAL TRANSFORMATION

With the stakes so high and so many variables to consider, IT
executives have to prioritise what will have the greatest impact
on their businesses. Typically, four core elements are identified
that they wish to achieve with their digital transformation
initiatives: they want to move faster; have greater agility as

an organisation; secure what matters most; and leverage
insights to streamline processes, speed decision making and
drive value. These four core pillars align directly to established
— yet historically disconnected — software markets: Enterprise
DevOps, Hybrid IT Management, Security, Risk & Governance
and Predictive Analytics.

Because digital transformation initiatives often overlap,
organisations today are not just looking for software providers
that can deliver these solutions in isolation, but instead

can deliver a holistic and integrated set of offerings across
these pillars.

With a broad portfolio that addresses all four core pillars of
digital transformation, Micro Focus is in a strong position to
deliver on customers' primary digital transformation objectives.

HOW WE SUPPORT EACH OBJECTIVE

SPEED

Deliver at high speed with low risk

©

Enterprise DevOps

DevOps is essential to the Digital Transformation of a business
and is a foundational change in how an organisation delivers
value to its customers. With Micro Focus, organisations can
reliably scale DevOps across all environments, from mainframe
to cloud — quickly bringing innovative ideas to life at the pace
your business demands. Now speed and quality can go hand
in hand.

AGILITY

Simplify your IT transformation

&

Hybrid IT Management

Diverse, unpredictable, and constantly changing, hybrid IT
brings with it a new level of complexity that cannot be controlled
by conventional management methods. With our solutions,
customers can simplify that complexity and transform IT into

an agile, services-driven organisation. Business success in our
digital-first world depends on it.

SECURITY

Secure what matters most

Security, Risk & Governance

Cyber threats are escalating. Aging apps and processes
(along with new ones) are full of unforeseen risks. Privacy and
compliance requirements are mounting, and point solutions
don't offer the scope, vision, or cross-silo analytics needed
for these Company-wide challenges. With our solutions, you
can take a holistic, analytics-driven approach to securing what
matters most — identities, applications, and data.

INSIGHTS

Analyse in time to act

Predictive Analytics

Lakes of data are valuable only if you can surface the insights
hidden within their depths. With our solutions, you can leverage
machine learning to transform unlimited volumes of data into
accurate, actionable, automated insights — at the speed of your
business. Now you're ready to make predictions and influence
business outcomes.

Building on the existing strength of this broad portfolio,

Micro Focus has taken the next critical step in adapting

to customer needs and delivering integrated solutions.
Significant investments have been made to leverage intellectual
property across product groups and to solve more complex
challenges, including embedding our Vertica big data analytics

17

platform into a number of solutions and combining portfolios

to address broad-reaching privacy/GDPR requirements. We also
provided customers with more choice in terms of consumption
models (e.g. Software as a Service) and new offerings

(e.g. Robotic Process Automation) to address the changing
market demands.
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BUSINESS MODEL

HOW WE CREATE VALUE

We deliver trusted and proven enterprise
software that helps customers address the
four core pillars of digital transformation:
Enterprise DevOps, Hybrid IT Management,
Security, Risk & Governance and Predictive
Analytics. This is accomplished not by
chasing unproven opportunities, but
instead by taking a customer-centric
approach to investment and innovation and
delivering software that addresses specific
use cases that allow our customers to run
and transform their businesses, while also
protecting the investments they have
already made in our offerings. In addition,
we deliver solutions that are open and
integrated, and help bridge existing and
emerging technologies. This combination
allows customers to build an ecosystem
that serves their long-term needs and
ultimately achieve lasting success in an
ever-evolving marketplace.

O

10 of the top 10
electric utilities
companies
worldwide are Micro
Focus customers

18

PRODUCT LIFECYCLE

The typical stages of product lifecycle range from new product
introduction through to growth and adoption, to maturity, and
finally to decline and eventual obsolescence.

BUSINESS CONTEXT

When considering investment priorities, both organic and
inorganic, we first assess how added resources will influence
our ability to deliver value within the four core pillars of digital
transformation. Then we evaluate our options within each
portfolio against a set of characteristics mapped to each stage
of the adoption cycle, as represented in the table right.
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Micro Focus area of primary focus -
customer-centric innovation

"Me too"
models

New tech
models

Introduction Growth

Market dynamics Investment strategy
— Innovative and often — Investing in growth
disruptive technologies
- High capex and R&D
— User base rapidly expanding
— Products repeatedly
enhanced

Potential change !
sesesese D in trajectory !
(return to growth)

Reduce rates
of decline

1
1
1
1
1
I
1
1
1
1
1
1
1
1
1
a

Maturity Decline

Market dynamics Investment strategy

— Infrastructure software: — Returns driven by
embedded products with maximising cash flow
high switching costs

— Limited growth capex

- Margin expansion and
efficiency opportunities

The four-box model

New models

Products (Robotic Process Automation) or consumption
models (cloud) that open new opportunities could become
growth drivers or represent emerging use cases that we need
to be able to embrace.

Optimise

Products with declining revenue performance driven by the
market or execution. Investments directed to correct trajectory
to move back to the core category or focused to optimise
long-term returns.

Growth drivers

Products or enabling technology (Artificial Intelligence/
Machine Learning) with consistent growth performance and
market opportunity to build the future revenue foundations
of the Group.

Core

Products that have maintained broadly flat revenue
performance but represent the current foundations of the
Group and must be protected and extended.

Micro Focus International plc Annual Report and Accounts 2019
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BUSINESS MODEL
Continued

HOW WE RUN OUR BUSINESS

Core to the Micro Focus strategy and operating
model is the consistent delivery of “customer-
centric innovation”. By delivering enterprise
software that meets our customers' needs,

and by allowing them to leverage their current
investment while also taking advantage of

the latest innovations, and applying emerging
technologies (e.g. Artificial Intelligence/Machine
Learning), Micro Focus helps customers derive
added and sustained value and respond to
changes in the marketplace much quicker
without the need to reskill the workforce

and/or invest in cumbersome upgrades.

Our success starts with a deep portfolio of
intellectual property, and requires investment
discipline, methodical execution, and a keen
attention to delivery in all stages of the
software lifecycle. The end result for customers
is sustained long-term value, for our employees
it offers a challenging and dynamic workplace
and for our investors this leads to robust
margins, value creation, and meaningful return
on investment ("ROI").

The Micro Focus approach to running the
business is shown in the diagram opposite.

®

10 of the top 10
telecommunications
companies
worldwide are Micro
Focus customers

20

THE CUSTOMER PROPOSITION

What sets
us apart

Strong products and
intellectual property
with a track record
for customer success
Our technology is
trusted and proven
in the market, and
deeply embedded

in customers' core
business systems
and processes.

Broad portfolio

While our portfolio

is broad, we have
focused our efforts

to ensure that we are
aligned around the
key problem areas

for our customers.
This allows us to
deliver solutions across
the four core pillars of
digital transformation,
which is a topic that is
top-of-mind in virtually
every boardroom.

Customer-centric
innovation

We take the time to
listen to customers
and fully understand
their needs and use
cases so that we can
deliver solutions which
meet their needs in
the context of their
operating environment.

What drives
our business

Bridging now

and next

We bridge the now
and the next, future-
proofing existing
customer investments
and enabling them to
address new problems
and take advantage
of emerging
technologies.

What this means
for our customers

> Improved ROI

and reduced risk

SO customers can
extend productive use,
maximise ROl and derive
on-going value without
causing large-scale
disruption to the on-
going business needs.

Intelligent innovation > Greater agility

We make smart and
informed decisions
about where and when
to invest to ensure
that the right trade-
offs are made and the
right innovations are
delivered to customers
in a consumable way
across a variety of
consumptions models.

The four-box model
Our investment
priorities consider
opportunities in all
stages of the product
lifecycle to ensure
that we maximise the
value delivered to the
customers over the
entire life of a product
and in the context in
which it will be used.

SO customers can
ensure they are
responding rapidly to
market demands across
a broad spectrum of
domains in a way that
works for their budget
and planning.

> Reliability and scalability

SO customers can scale
to the needs of the
enterprise while trusting
that the solutions they
are investing in will
continue to evolve as
the market and their
needs change - thus
allowing them to

deliver on their current
needs and adapt and
change tomorrow.
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WHAT THIS MEANS FOR OUR INVESTORS

What sets
us apart

We operate at

size and scale

As one of the world's
largest enterprise
software providers,
we have economies
of scale — leveraging
shared functions and
resources across
our portfolio.

Highly cash
generative portfolio
We have a broad
portfolio of products
with significant
market positions

and high switching
costs. This generates
significant recurring
revenue streams and
cash generation.

What drives What this means

our business for our investors

A disciplined financial > ROI

operating model Industry-leading operating
We have a broad, highly margins and meaningful
experienced management shareholder returns over
team, skilled in applying the the long run.

Micro Focus financial and
operating model to help
enable effective and timely
decision making.

Efficiency in > Cash returns
capital allocation Exceptional levels of cash
Efficient investment in capital generation and returns

whether organic or inorganic. to shareholders.

Micro Focus International plc Annual Report and Accounts 2019
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PORTFOLIO OVERVIEW

The Micro Focus Product Portfolio consists
of five product groups, as indicated on
this page. These product groups are
uniquely positioned to deliver a holistic
set of digital transformation solutions,
while helping customers optimise their
existing software investments.

SPLIT OF REVENUE
$M

31 October

2019

$m

1. Application Modernisation & Connectivity (AMC) 508.7
2. Application Delivery Management (ADM) 721.7
3. IT Operations Management (ITOM) 1,021.8
4. Security 681.3
5. Information Management & Governance (IM&G) 421.7

*  FY18 comparatives are for the 12 months ended 31 October 2018 and are
presented on a constant currency basis.
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APPLICATION
MODERNISATION &
CONNECTIVITY (AMC)

Revenue:
$508.7M (FY18* $520.1M)

Description:

Micro Focus' AMC solutions
help customers unlock
business value across a hybrid
IT infrastructure. With software
that is optimised to bridge

the old and the new, these
solutions help modernise

core business systems —

e.g. moving mainframe to the
cloud — to ultimately lower cost
and improve speed and agility.

Case study:
Advanced

The challenge:

This software and technology
vendor wanted to bring a new
SaaS accounting offering

to market that had both
scalability and high availability
built in. With millions of lines of
code, rewriting was never an
option — instead the company
needed to evolve its offering
to the cloud.

Products and services:

— Micro Focus Visual COBOL

— Micro Focus COBOL
Server with Docker
Container support

Results:

— Accelerated on-boarding of
new customers — from days
to minutes

— Streamlined DevOps
processes with continuous
testing and deployment

— Expedited time-to-market
with Docker-based
deployment to AWS

— Integrated with a choice
of RDBMS, including
open-source

APPLICATION DELIVERY
MANAGEMENT (ADM)

Revenue:
$721.7M (FY18* 764.7M)

Description:

Micro Focus' ADM solutions
help organisations build

an integrated, end-to-end
software delivery process

to achieve speed without
compromising quality. By
employing Artificial Intelligence
(Al) and advanced analytics,
and fostering automation

and collaboration, Micro
Focus enables IT and product
teams to quickly bring ideas
to life — regardless of their
methodology, technology,

or delivery model.

Case study:
McGraw Hill

The challenge:

This multinational educational
publisher found that
managing test assets and
load generators was a time-
consuming operation, where
issues and errors caused
unacceptable delays and
impacted market reputation.

Products and services:
— Micro Focus
LoadRunner Cloud

Results:

— Automated testing to speed
up processes and reduce
time-to-market

— Reduced project duration
by eliminating the need
to re-do work

— Increased test levels to
improve application quality

— Freed up staff to
conduct more creative
engineering work

Micro Focus International plc Annual Report and Accounts 2019



[T OPERATIONS SECURITY INFORMATION
MANAGEMENT (I TOM) MANAGEMENT &

GOVERNANCE (IM&G)
Revenue: Revenue: Revenue:

$1,021.8M (FY18* 1,136.4M)

$681.3M (FY18* 751.3M)

$421.7M (FY18* 476.1M)

Description:

Micro Focus ITOM solutions
simplify the complexity

of managing hybrid IT
environments. They are built
to accelerate the service
fulfilment lifecycle, strengthen
IT service assurance and
governance, and help business
users easily engage with IT.
Powered by analytics and
automation, they seamlessly
connect Micro Focus and
third party solutions to enable
IT transformation in support

Description:

Micro Focus Security software
helps organisations take a
holistic, relationship based,
analytics driven approach

to securing what matters
most — identities, applications,
and data. Common use
cases include using these
solutions to govern privileges,
to enforce access controls,
to unify identity stores, to
embed strong security and
best practices into DevOps
processes, and to discover

Description:

Micro Focus' IM&G solutions
help customers analyse,
understand and control data
— to derive value and manage
risk associated with enterprise
information. Solutions are
typically used to address
privacy, compliance, and
governance requirements, as
well as to attain actionable
insights that enable customer
behaviour analytics, cognitive
search, and Internet of things
operations, and security

of digital transformation. data, determine access, and analytics.

guard it wherever it resides.
Case study: Case study: Case study:
Vodafone Dubai Electricity and Water University of Bern

Authority

The challenge:

One of the world's leading
mobile communications
providers needed to align IT
closer to the business, as
well as deliver new services
fast by automating hybrid

IT monitoring and achieving
end-to-end visibility.

The challenge:

This energy and utility
organisation, based in

the United Arab Emirates,
needed to merge its
Information Technology and
Operational Technology
initiatives so that data could
be shared between systems
and improve threat intelligence
and device monitoring.

The challenge:

One of the largest universities
in Switzerland found that,
without its own file-sharing
system, its academics were
instead using third party
offerings. This practice
compromised security and
placed the university and the
individuals at risk.

Products and services:
— Micro Focus
Operations Bridge

Products and services:
— Micro Focus ArcSight
Data Platform
— Micro Focus ArcSight
Enterprise Security Manager
— Micro Focus
ArcSight Investigate

Products and services:
— Micro Focus Filr
Advanced Edition

Results:

— Reduced alarms by 70%

— Minimised noise levels
through event correlation
and consolidation

— Improved team collaboration
with a DevOps approach

— Increased focus on
development and
service enhancement

23

Results:

— Reduced security alarms
by 30%

— Increased risk mitigation
rate to 98%

— Condensed meter fraud
with Al-driven detection

— Achieved 99% device
availability through
increased visibility

Results:

— Enhanced collaboration,
facilitating teaching
and research

— Reduced reliance on third
party file-sharing services,
minimising information
security risks

— Improved data protection
with complete control over
storage and access
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KEY PERFORMANCE INDICATORS

DELIVERING SHAREHOLDER RETURNS

These ratios demonstrate the compound annual growth rate in
shareholder returns assuming reinvestment of Return of Values,
but not ordinary dividends.

We continue to believe that we are able to deliver sustainable
shareholder returns by combining long-term Adjusted EBITDA
growth with an underlying growth in cash generation and an
efficient allocation of capital.

OVERVIEW

The Company uses several key
performance indicators ("KPIs") to monitor
the performance of the business against
our strategy.

Our KPIs focus on delivering shareholder
returns and the financial and non-financial
measures we believe underpin these returns.

P
We contifue to evolve our KPIs, following
the acquisition of the HPE Software
business and will look to further develop
the reporting of these KPIs as we improve
/ our| systems and processes.

7/ | /

/

10 of the top 10
aerospace and
defense companies
worldwide are Micro
Focus customers
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TOTAL SHAREHOLDER RETURNS

(Compound annual growth rates) 31 October

SINCE IPO (2005)
%

2019 18.2
2018 20.2
OVER LAST FIVE YEARS
%
2019 6.7
2018 12.2
OVER LAST ONE YEAR
%

(5.0) 2019
(51.5) 2018

Total shareholder returns demonstrate the compound growth
rate in shareholder returns assuming reinvestment of any Return

- of Value, but not ordinary dividend.

The periods covered are to 31 October 2019 from the Initial
Public Offering (“IPQ") in May 2005, over the last five years from
31 October 2014 and over the last year from 31 October 2018.

The total shareholder return in the current period has been
impacted by integration of the HPE Software business which
has been more challenging than we anticipated. This has
resulted in a delay in expected financial performance and
subsequent returns to our shareholders.

The KPIs set out on the following pages are key drivers
of an underlying increase in shareholder returns.

Micro Focus International plc Annual Report and Accounts 2019



LONG-TERM ADJUSTED EBITDA GROWTH

We aim to deliver sustainable Adjusted EBITDA growth over
the long-term.

We do so by focusing on key financial measures including
revenue growth and expansion in Adjusted EBITDA margin
combined with new measures in relation to our customers
experience and the engagement of our workforce.

12 months ended 31 October

CONSTANT CURRENCY REVENUE GROWTH

%

ADJUSTED EBITDA MARGIN

%

(7.3) 2019

2019 40.7

(7.7) 2018

Constant currency ("CCY") revenue growth comprises total
revenues from continuing operations compared with the prior
12 months on a constant currency basis.

The stabilisation of revenue decline remains a key management
priority and is key to delivering sustainable shareholder returns.

2018 387

The Adjusted EBITDA margin represents Adjusted EBITDA
divided by the revenue for the period on a constant currency
basis. A definition of Adjusted EBITDA can be found on

page 127. The measures above reflect the results from
continuing operations.

The Group continues to balance the need for investment in R&D
and Go-To-Market capabilities with a best in class centralised
cost base to deliver sustainable margin progression over the
medium-term.

CUSTOMER EXPERIENCE NET PROMOTER SCORE

NUMBER OF VOLUNTEERING DAYS
Days

2019 38

The Net Promoter Score is an index ranging from -100 to 100
that measures the willingness of customers to recommend a
company's products or services to others. It is used as a proxy
for gauging the customers' overall satisfaction with a company's
product or service and the customers' loyalty to the brand.

Our analysis indicates our score has been tracking at +38,
which compares to the industry average of +33.

This is the first year we are reporting this KPI.

25

2019 1,212

To demonstrate the Company’s commitment to social purpose,
we launched the introduction of employee volunteer days in May
2019. Full and part time employees can take one day to support
a charity or community project of their choice; and one day
aligned to the Company'’s social purpose.

The initiative is in its first year and the Company has set an
ambitious goal to engage 25% of all employees volunteering
by the year ending 31 October 2021.

This is the first year we are reporting this KPI.

Micro Focus International plc Annual Report and Accounts 2019
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KEY PERFORMANCE INDICATORS
Continued

GROWTH IN CASH GENERATION

We continue to evaluate the capital structure of the Group in
order to maximise shareholder value. This capital structure is
reviewed against the context of industry norms, the predictability
of recurring revenue and the strong cash generation.

12 months ended 31 October

ADJUSTED CASH CONVERSION

FREE CASH FLOW

% M
2019 95.3 2019 576.2
2018 1057 2018 755.6

This ratio is calculated using the cash flows generated from
operations divided by Adjusted EBITDA less exceptional items
(reported in operating profit).

The result indicates that the Group is generating cash from
its on-going business which can be used to reinvest in the
development of the business including financing acquisitions,
funding liabilities and paying dividends to shareholders.

Free cash flow is defined as cash generated from operations
less interest payments, bank loan costs, tax payments and
capital expenditure. A reconciliation of free cash flow can

be found on page 132.

For avoidance of doubt, the free cash flow of the Group
includes exceptional costs incurred in the period. The decline
in the period is driven in part by the inclusion of SUSE for the
12 months in the preceding period versus four months in the
current operating period.

DSO (DAYS SALES OUTSTANDING)

NET DEBT TO ADJUSTED EBITDA

Days Times
2019 68 2019 3.2
2018 94 2018 28

Days Sales Outstanding ("“DSQ") is the average number of
days that customers take to pay their bill. The Group uses
the count back method based on the amount the Group has
billed customers.

The DSO value is the total number of day's billings that can be

absorbed into the outstanding gross receivables balance without
leaving a remainder.

Note: All figures on this page include the impact of SUSE up to the point
of disposal on 15 March 2019.

26

Net borrowings less cash and cash equivalents and finance
lease obligations expressed as a multiple of the Adjusted EBITDA.
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EFFICIENT ALLOCATION OF CAPITAL

We will maximise total shareholder return through the efficient
allocation of capital, which is considered core to the Micro
Focus strategy.

12 months ended 31 October

DILUTED ADJUSTED EPS

Cents
2019 195.89
2018 187.51

The KPI above is for continuing operations only for both periods.

Diluted Adjusted EPS is calculated by taking profit after tax,
prior to exceptional items, share-based compensation charge,
amortisation of purchased intangibles and tax attributable to
these charges divided by the weighted average number of fully
diluted ordinary shares in issue during the period.

Diluted Adjusted EPS is a key measure when assessing the
Group's ability to deploy capital in order to maximise shareholder
returns. Mergers, acquisitions and divestment opportunities are
considered based on individual merit and accretion in EPS is a
key factor in evaluating the merits of a potential transaction.

This measure indicates the ability of the Company to continue
to adopt a progressive dividend policy.

27
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CHIEF FINANCIAL OFFICER'S REPORT

BRIAN MCARTHUR-MUSCROFT
Chief Financial Officer
3 February 2020

28

Micro Focus has a highly cash generative
operating model. We have undertaken

a Strategic & Operational Review which
will allow us to deliver on our strategy

of maximising shareholder returns.
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STATUTORY RESULTS

REVENUE FROM
CONTINUING OPERATIONS

$3.3BN

Compared to $4.8bn
in 18 months ended
31 October 2018.

LOSS BEFORE TAX FROM
CONTINUING OPERATIONS

$34.1 M

Compared to a profit
before tax of $34.1m in
the 18 months ended
31 October 2018.

PROFIT FOR THE YEAR

1.58n

Including the profit
on disposal of SUSE.

FINAL DIVIDEND PER SHARE

58.33c

Compared to 58.33 cents
in the 18 months ended
31 October 2018.

In the 18 months ended

31 October 2018, the Group

generated a profit of $0.8bn.

12 months 18 months 12 months

ended ended ended

31 October 31 October 31 October

2019 2018 2018

(audited) (audited) (unaudited)

Continuing operations $m $m $m
Revenue 3,348.4 4,754.4 3.684.3
Operating profit (before exceptional items) 515.9 915.0 630.2
Exceptional items (294.2) (538.2) (439.7)
Operating profit 221.7 376.8 190.5
Net finance costs (excluding exceptionals) (255.8) (336.9) (269.0)
Exceptional finance costs = (5.8) -
(Loss)/Profit before tax (34.1) 341 (78.5)
Taxation 16.0 673.1 700.5
(Loss)/Profit from continuing operations (18.1) 707.2 622.0
Profit from discontinued operations 1,487.2 769 555
Profit for the period 1,469.1 784.1 6775

The financial periods presented in this report are for the
12 months ended 31 October 2019 and the previously reported
18 and 12 months ended 31 October 2018.

As reported previously, the Group acquired the HPE Software
business on 1 September 2017 and completed the disposal
of SUSE on 15 March 2019. SUSE has been excluded from
continuing operations for all periods, with its results shown
separately in "Profit from discontinued operations”. The results
of the HPE Software business are shown within continuing
operations for all 12 months ended 31 October 2019 and

31 October 2018, and for the 14 months post acquisition

in the period for the 18 months ended 31 October 2018,

The impact of these significant corporate development

activities combined with the extended period of account in the
comparative period has meant the financial information for the
Group are better understood when comparing the 12 months
ended 31 October 2019 with the 12 months ended 31 October
2018, which were unaudited.

29

Revenue

In the 12 months ended 31 October 2019, the Group generated
revenue of $3,348.4m, which represents a decrease of

29.6% on the results for the 18 months ended 31 October
2018 and a 9.1% decrease on the results for the 12 months
ended 31 October 2018. The rate of decline includes a 1.8%
decrease due to the strengthening of the dollar against most
major currencies.

In order to fully understand the underlying trading performance
of the continuing operations, the directors feel revenue is better
considered on a constant currency basis ("“CCY") between

the 12 months ended 31 October 2019 and the 12 months
ended 31 October 2018. Excluding the impact of foreign
exchange, revenue declined at constant currency by 7.3%.
Revenue performance presented on a CCY basis can be found
later in this report.
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CHIEF FINANCIAL OFFICER'S REPORT
Continued

Operating profit

In the 12 months ended 31 October 2019, the Group generated
an operating profit of $221.7m, which represents a decrease

of 41.2% on the results for the 18 months ended 31 October
2018 and a 16.4% increase on the results for the 12 months
ended 31 October 2018. This increase was driven by on-going
cost reductions combined with lower exceptional costs,
partially offset by a decrease in revenue from $3,684.3m

in the 12 months ended 31 October 2018 to $3,348.4m in

the 12 months ended 31 October 2019. Exceptional costs
(included within operating profit) have decreased from $439.7m
in the 12 months ended 31 October 2018 to $294.2m in the

12 months ended 31 October 2019.

Exceptional items (see table below)

In the 12 months ended 31 October 2019, exceptional costs
totalled to $294.2m. Exceptional costs predominantly relate

to the integration of the HPE Software business and the costs
incurred in the year include:

— System and IT infrastructure costs of $126.3m principally reflect
the IT migration of the Micro Focus business onto a single
[T platform;

— Integration costs of $119.6m across a wide range of projects
undertaken to conform, simplify and increase efficiency across
the two businesses;

— Severance costs of $32.1m in relation to on-going headcount
reductions as we continue to remove duplication and
streamline the continuing operations; and

— Property costs of $16.3m as the Group continues the process
of simplifying the real estate footprint.

Exceptional items (included within operating profit)

As communicated previously, we anticipate total exceptional
charges in relation to the HPE Software business integration

of $960.0m of which $715.3m has been incurred to date.

We initially expected to incur exceptional costs in relation to the
HPE Software business integration of $420.0m in the 12 months
ended 31 October 2019, which compares to an actual charge
of $294.3m in the financial year. This variance is driven by the
phasing of integration programmes.

This is a complex multi-period IT project, complicated by

our SOX requirements, which limits the opportunity to make
substantial system changes in the second half of FY20. As such,
a decision on whether we execute in line with our timetable

or have to rephase will be made in the second quarter and
communicated as part of our interim results.

Net finance costs

Net finance costs were $255.8m in the 12 months ended

31 October 2019, compared to $336.9m in the 18 months
ended 31 October 2018 and $269.0m in the 12 months ended
31 October 2018. Finance costs predominantly relate to interest
on the term loans put in place as part of the transaction to
acquire the HPE Software business. In addition, included within
the $255.8m is $46.7m in relation to the amortisation of facility
costs and original issue discounts, which were paid on initiation
of the term loans.

The decline in net finance costs between the periods of $13.2m
primarily reflects an increase in bank interest from $2.6m in the
12 months ended 31 October 2018 to $16.3m in the 12 months
ended 31 October 2019. The majority of interest income

relates to interest earned on cash deposits held following the
completion of the SUSE divestment until the Group returned
$1.8bn of proceeds to shareholders.

12 months 18 months 12 months
ended ended ended
31 October 31 October 31 October
2019 2018 2018
(audited) (audited) (unaudited)
$m $m $m
Exceptional items

MF/HPE Software business integration related
System and IT infrastructure costs 126.3 114.4 1144
Integration costs 119.6 147.6 143.7
Severance 321 1291 1199
Property costs 16.3 299 299
MF/HPE Software business integration related costs 294.3 421.0 4079
HPE Software business acquisition/pre-acquisition costs (3.9) 70.1 1.3
Integration in respect of previous acquisitions - 17.0 0.8
Other acquisition costs 5.4 - -
Property costs relating to previous acquisitions - 82 84
Divesture gain on Atalla (3.7) - -
Severance costs relating to previous acquisitions - 0.6 -
Pre-disposal costs in relation to SUSE - 21.3 21.3
Other costs 2.1 - -
Total exceptional costs (reported in Operating profit)* 294.2 538.2 4397

*  Exceptional costs excludes gain on disposal of SUSE which is separately included in Profit from discontinued operations.
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The Group holds interest rate swaps to hedge against the cash
flow risk in the LIBOR rate charged on $2,250.0m of the debt
issued by Seattle Spinco, Inc. (the investment company used
to acquire the HPE Software business) from 19 October 2017
to 30 September 2022. Under the terms of the interest rate
swaps, the Group pays a fixed rate of 1.95% and receives

one month USD LIBOR.

Taxation

The Group reported a tax credit for the 12 months ended

31 October 2019 of $16.0m (18 months ended 31 October 2018:
credit of $673.1m).

Profit from discontinued operation

Profit from discontinued operation reflects the profits generated
from the SUSE portfolio and profit on disposal. The SUSE
disposal was completed on 15 March 2019, and as a result
was included in the Group's reported trading numbers for four
months during the 12 months ended 31 October 2019. In these
four months, SUSE generated a profit of $28.7m compared to
$55.5m in the 12 months ended 31 October 2018. After taking
into account profits on disposal and disposal costs the Group
generated a total of $1,487.2m from discontinued operation
during the 12 months ended 31 October 2019.

RECONCILIATION FROM STATUTORY RESULTS TO ALTERNATIVE PERFORMANCE MEASURES

This section sets out a reconciliation from the statutory results
presented above to Alternative Performance Measures used
by the business to assess operating performance and liquidity
including Adjusted EBITDA, Adjusted Profit before tax and
Adjusted EPS. For further details relating to the definition and

Adjusted EBITDA

relevance of such measures, please refer to the Alternative

Performance Measures of these financial statements. The Group

believes that these and similar measures are used widely by

certain investors, securities analysts and other interested parties

as supplemental measures of performance and liquidity.

A reconciliation between Operating profit and Adjusted EBITDA is shown below:

12 months 12 months

ended ended

31 October 31 October

2019 2018

(audited) (unaudited)

$m $m

Operating profit 221.7 190.5
Add back/(deduct):

Exceptional items (reported in Operating profit) 294.2 439.7

Share-based compensation charge 68.8 475

Amortisation of intangible assets 716.5 7200

Depreciation of property, plant and equipment 66.5 736

Product development intangible costs capitalised (16.5) (27.5)

Foreign exchange (gain)/loss 113 (30.2)

Adjusted EBITDA* at actual rates 1,362.5 14136

Constant currency adjustment - (14.1)

Constant currency Adjusted EBITDA* 1,362.5 1,399.5

* Adjusted EBITDA is for continuing operations only.
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CHIEF FINANCIAL OFFICER'S REPORT
Continued

Adjusted Profit before tax
Adjusted Profit before tax is defined as profit before tax excluding the effects of share-based compensation, the amortisation
of purchased intangible assets, and all exceptional items.

The following tables are reconciliations from Profit before tax for the period to Adjusted Profit before tax:

12 months 18 months 12 months

ended ended ended

31 October 31 October 31 October

2019 2018 2018

L i (audited) (audited) (unaudited)

Continuing operations $m $m $m

(Loss)/Profit before tax (34.1) 341 (78.5)
Adjusting items:

Exceptional items 294.2 544.0 439.7

Share-based compensation charge 68.8 64.3 475

Amortisation of purchased intangibles 655.7 8304 661.6

1,018.7 14387 11488

Adjusted Profit before tax 984.6 14728 1,070.3

Adjusted effective tax rate

The tax charge on Adjusted Profit before tax for the 12 months ended 31 October 2019 was $235.7m, which represents an effective
tax rate ("ETR") on Adjusted Profit before tax ("Adjusted ETR") of 23.9%. The Group's forecast for Adjusted ETR in the medium-term
remains at 25%.

12 months ended 18 months ended
31 October 2019 (audited) 31 October 2018 (audited)

. Adjusting Adjusted Adjusting Exceptional Adjusted
Effective tax rate Actual items measures Actual items tax items measures
(continuing operations) $m $m $m $m $m $m $m
(Loss)/Profit before tax (34.1) 1,018.7 984.6 341 1,438.7 - 14728
Taxation 16.0 (251.7) (235.7) 673.1 (327.9) (692.3) (347.7)
(Loss)/Profit after tax (18.1) 767.0 748.9 707.2 1,110.8 (692.3) 11257
Effective tax rate 46.9% 23.9% (1,973.9%) 23.6%

In computing Adjusted Profit before tax for the 12 months ended  In April 2019, the European Commission published its final

31 October 2019, $1,018.7m of Adjusting items have been added  decision on its state aid investigation into the UK's Financing

back (see Adjusted Profit before tax section above) and the Company Partial Exemption legislation and concluded that

associated tax is $251.7m. part of the legislation is in breach of EU State Aid rules.
Similar to other UK based international groups that have

Cash tax paid in respect of continuing operations during the year  acted in accordance with the UK legislation in force at

was $167.4m. the time, the Group may be affected by the finding and is
monitoring developments.

In addition, during the period the Group has recognised a one off

credit within Adjusting items above of $48.6m in relation to the
recognition of deferred tax on historical UK interest restrictions.
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Earnings per share and Adjusted Earnings per share

The table below sets out the Earnings per Share ("EPS") on both a reported and adjusted basis. The Group is also required to present

EPS for both the continuing and discontinued operations.

12 months ended
31 October 2019 (audited)

12 months ended
31 October 2018 (unaudited)

18 months ended
31 October 2018 (audited)

Basic Diluted’ Basic Diluted Basic Diluted

Cents Cents Cents Cents Cents Cents
Continuing operations (4.87) (4.87) 181.91 176.92 143.01 13894
Discontinued operations 393.37 389.16 19.79 19.25 12.76 12.39
Total EPS 388.50 384.35 201.70 196.17 155.77 151.33
Adjusted EPS
Continuing operations 198.01 195.89 289.57 281.63 192.99 187.51
Discontinued operations 8.25 8.16 29.36 2856 18.67 18.14
Adjusted EPS 206.26 204.05 31893 310.19 211.66 205.65

1 Asthereis aloss from continuing operations attributable to the ordinary equity shareholders of the Company for the 12 months ended 31 October 2019 ($18.4m),
the Diluted EPS is reported as equal to Basic EPS, as no account can be taken of the effect of dilutive securities under IAS 33. There were total earnings attributable
to ordinary equity shareholders of the Company for the 12 months ended 31 October 2019 of $1,468.8m and therefore the effect of dilutive securities can be

reflected in the total Diluted EPS above.

The Adjusted EPS is defined as Basic EPS where the earnings
attributable to ordinary shareholders are adjusted by adding
back exceptional items, share-based compensation charge
and the amortisation of purchased intangibles and the

tax attributable to these charges. These are presented as
management believes they are important to understanding
the impact that the underlying trading performance has on
the Group's EPS.

In the 12 months ended 31 October 2019, the Group generated
an Adjusted EPS from continuing operations of 198.01 cents.
This compares to 192.99 cents in the 12 months ended

31 October 2018. The increase was primarily driven by a lower
share count due to share buy-backs and share consolidation
as described further below.

33

Following the completion of the SUSE transaction, the Group
returned $1.8bn of proceeds to shareholders, in addition to

the $540m of share buy-backs. As a result, the total share
count has reduced from 426.9m to 333.4m during the period.
These returns occurred throughout the year ending 31 October
2019, meaning that the full-year Adjusted EPS will further
benefit from the accretion in value in the 12 months ended

31 October 2020.
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CHIEF FINANCIAL OFFICER'S REPORT
Continued

MICRO FOCUS ALTERNATIVE PERFORMANCE MEASURES

CONSTANT CURRENCY
REVENUE COSTS

7. 3 %

After the impact of the
deferred revenue haircut.

year-on-year.

CONSTANT CURRENCY

10.3)%

Continued operational
efficiencies delivering
cost reduction of 10.3%

CONSTANT CURRENCY
ADJUSTED EBITDA

148\

in the 12 months ended
31 October 2019.

CONSTANT CURRENCY
ADJUSTED EBITDA MARGIN

40, /%

Adjusted EBITDA Margin
increase of 2.0ppt from 38.7%

in the 12 months ended

31 October 2018.

The table below has been prepared on a constant currency basis and is for continuing operations only. See page 133 in the

Alternative Performance Measures section for further detail.

12 months 12 months
ended ended
31 October 31 October
2019 2018  Year-on-year
(audited) (unaudited) change
$m $m %
Constant currency revenue:
Licence 800.0 862.4 (7.2%
Maintenance 2,057.6 2,193.7 (6.2)%
SaaS & other recurring 279.7 314.8 (11.1%
Consulting 217.9 2777 (21.5)%
Constant currency revenue before haircut 3,355.2 3.648.6 8.0%
Deferred revenue haircut (6.8) (34.7) (80.4)%
Constant currency revenue 3,348.4 36139 (7.3)%
Constant currency costs (1,985.9) (2.214.4) (10.3)%
Constant currency Adjusted EBITDA 1,362.5 13995 (2.6)%
Constant currency Adjusted EBITDA Margin % 40.7% 387% +2.0ppt ‘
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Revenue by stream performance (versus constant currency
comparatives)

In the 12 months ended 31 October 2019, the four revenue
streams performance versus the 12 months ended 31 October
2018 was as follows:

Licence revenue declined by 7.2%. The Group's licence
revenue performance in the year continues to be impacted
by operational issues impacting sales execution and, as such,
performance volatility.

In the third quarter of the financial year the challenging macro
environment resulted in a slowdown in customer purchases.
This environment improved marginally in the fourth quarter but
short-term volatility remains a continued risk to new business
in future trading periods.

The stabilisation of licence revenue is a key objective of

the strategic and operational review and the steps outlined
within the Chief Executive's Strategic review of this document
are the focus areas required to improve the performance in
future periods.

Maintenance revenue declined by 6.2% (5.3% post deferred
revenue haircut). This was impacted by one-off events such
as the disposal of Atalla and selling to the US Government via
a strategic partner rather than direct, which on a combined
basis contributed 1.5% to the decline. Excluding these factors
Maintenance revenue declined by 4.7%.

As highlighted above, the HPE transaction brought a greater
than anticipated level of complexity which has required us

to address a range of specific legacy issues which are taking
time to work through. These have a distortive effect on the
underlying trends within the business. For example, win-back
initiatives, which we implemented to recover previous customer
terminations, had to be paused for systems reasons and then
restarted. These examples among others impact in period
comparisons in multiple and distort underlying performance
especially when comparing half-year on half-year performance.

As such, we do not see the decline in the financial year to
be indicative of our underlying maintenance revenue trend
and we anticipate an improvement in the rate of decline in
future periods.

Renewal rates vary at a product level but across the portfolio

we continue to see renewal rates consistent with historical rates.

35

Saa$S and other recurring revenue declined by 11.1% (9.9%
post deferred revenue haircut). During the current financial year,
the Group took deliberate actions to rationalise unprofitable
operations and practices and refocused resources and
investments to deliver the product enhancements required

for long-term success. As a result, SaaS and other recurring
revenue declined in line with our expectations during the current
financial year, which will allow us to deliver a more sustainable
expected growth in SaaS revenue at a higher profit margin

in the medium-term.

As a result of the Strategic & Operational Review, we will be
accelerating the transition of certain aspects of the portfolio

to subscription and SaaS revenue models. In the next financial
year, we will begin the transition of Vertica to subscription and
accelerate the transition of certain products within the Security
portfolio to SaaS, before undertaking similar transitions in ADM
and ITOM in future periods. This transition will be delivered over
multiple financial periods in a controlled and disciplined manner
prioritising key products and will be undertaken alongside

the intention to deliver incremental improvements in revenue
performance year-on-year.

Consulting revenue declined by 21.5% (21.1% post deferred
revenue haircut). The managed decline can be primarily
attributed to the Group's continued desire to focus only

on consulting engagements that are directly related to the
software portfolio.

In the 12 months ending 31 October 2020, the decline in

Consulting will moderate as the actions undertaken in the
current financial year conclude.
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CHIEF FINANCIAL OFFICER'S REPORT
Continued

Revenue by product group (versus constant currency
comparatives)

The Group has more than 300 products reported under five
product groups. These products are managed at a granular
level using the application of the Micro Focus four-box model.
The nature of the software order cycle means that when
considering underlying revenue trends, year-on-year growth
rates by portfolio are not always indicative of an underlying

trend and will be impacted by the timing of customer projects.

APPLICATION
MODERNISATION &
CONNECTIVITY (‘AMC")

CONSTANT CURRENCY

$m

750

b
. ©
)

-1

4
o))
=
S
@
c
]

recurring

=
O

Maintenance
SaaS & other

Licence revenue declined by
5.1% in the 12 months ended
31 October 2019. The AMC
portfolio operates in a mature
and stable environment

with long-term licence
performance trending broadly
flat. In individual financial
periods, the timing and impact
of one off deals will result in a
performance which exceeds
or trends below this level.
However, over the longer-term
this performance is expected
to remain relatively stable.

Maintenance and Consulting
revenues declined by 0.6%
and 1.4% respectively, as

the level of maintenance and
consulting support to licence
sales continued to track at
historical rates.

IT OPERATIONS
MANAGEMENT (ITOM")

CONSTANT CURRENCY

$m

750

250 -3-°9% °
° -14.6%

Maintenance

SaaS & other
recurring r

Consulting

Licence revenue declined

by 3.9% in the 12 months
ended 31 October 2019.

The performance in the
current financial year includes
an improvement in the second
half in part due to the launch
of a new Robotic Process
Automation offering, combined
with a strong close to the
financial year in the core

ITOM product offerings.

ITOM Maintenance revenue
declined by 11.1% in part due
to the impact of the change
in approach to Government
contracts and the change

in terms of two customer
contracts acquired with

the HPE Software business
assets, which resulted in a loss
in total Maintenance revenue
on these contracts. We do
not anticipate any more such
contracts as the majority

of acquired contracts have
already been through one
renewal cycle.

Similarly, the management
actions to exit non-core
revenue drove the 14.6%
decline in Consulting revenue.

*  The trends discussed in this section are presented before the impact of the
deferred revenue haircut.

**The prior year comparatives have been restated to reflect the reorganisation
of the LATAM operations from North America (previously named “Americas”)
to International (previously named "EMEA"). This restatement ensures
consistent revenue trend reporting.

*** See page 167 for underlying data for the 12 months ended 31 October 2019.

= 12 months ended 31 October 2019
= 12 months ended 31 October 2018
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SECURITY INFORMATION APPLICATION DELIVERY
MANAGEMENT & MANAGEMENT ("ADM")
GOVERNANCE ("IM&G")
CONSTANT CURRENCY CONSTANT CURRENCY CONSTANT CURRENCY
$m $m $m
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-3.3%
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Licence revenue declined

by 13.1% in the 12 months
ended 31 October 2019, albeit
with an improvement in the
second half of the financial year.
The Licence revenue decline
is due to two primary factors.
Firstly, the product group
experienced significant levels of
sales force attrition which was
then secondly compounded
by corrective actions made

to product roadmaps within
the portfolio, which will initially
be disruptive to revenue.

The improvements we have
made are well progressed in
these areas, but will take time
to flow through to pipeline

and revenue.

Following the Strategic &
Operational Review, we intend
to make additional strategic
investments in the Security
portfolio during financial year
2020, in order to stabilise the
revenue performance.

Maintenance revenue declined
by 5.4% in the 12 months
ended 31 October 2019 and
was driven in part by the
disposal of Atalla.

Consulting revenue declined
by 29.0% over the same year
driven by a reduction in Licence
revenue combined with the
deliberate managed actions
discussed earlier in this report.
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Licence revenue declined by
11.7% in the 12 months ended
31 October 2019.

Maintenance and Consulting
revenues declined 6.8% and
29.2% respectively. In addition,
SaaS revenue declined

14.1% year-on-year due to a
deliberate reduction in revenue
generated from managed
services offerings within the
product group.

The IM&G division includes
our Vertica offering, which
currently relies on large one-
off licence deals, which results
in a revenue profile that can be
inconsistent period-on-period
due to timing of significant
deals. In the 12 months ended
31 October 2019, the product
teams have improved the
offering to allow Vertica to be
sold on a subscription basis.

This road map re-engineering
is important as it will allow
our customers the option

of a consumption model and
develop a growing recurring
revenue base which is
expected to supplement
large licence deals.

Licence revenue declined
by 4.2% in the 12 months
ended 31 October 2019.

SaaS and other recurring
revenues declined by 8.1%
in the 12 months ended

31 October 2019. The ADM
product group operates within
a market which is transitioning
to SaaS at a faster rate than
other parts of the portfolio.
In the current financial year,
we have offered customers
the choice of consumption
model with products
available in both traditional
licence and maintenance

or Saa$S offerings. The work
undertaken on the strategic
and operational review has
indicated this market will
continue to transition this
way and as such, we intend
to transition the portfolio to
a subscription model over
the coming financial years.

Work will be undertaken to
transition parts of the ADM
portfolio to a subscription
model in the 12 months
ending 31 October 2020,
however no material
incremental substitution

in revenue is anticipated
until the 12 months ending
31 October 2021.

Maintenance revenue

declined by 3.3% year-on-year.
Consulting revenue declined
by 41.9% driven by our
decision to refocus execution
to be in support of consulting
engagements that drive other
revenue streams.
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CHIEF FINANCIAL OFFICER'S REPORT

Continued
INTERNATIONAL
% change
31 October 31 October
2019 2018
1. Licence 295.0 (18.4%)
2. Maintenance 766.0 (3.2%)
3. SaaS & other recurring 59.9 (7.3%)
4. Consulting 112.3 (12.6%)
Total 1,233.2 (8.4%)
NORTH AMERICA
% change
31 October 31 October
2019 2018
1. Licence 385.8 0.6%
2. Maintenance 1,074.0 (9.4%)
3. SaaS & other recurring 206.1 (11.7%)
4. Consulting 77.2 (32.1%)
Total 1,743.1 (9.0%)

ASIA PACIFIC & JAPAN

% change

31 October 31 October

2019 2018

1. Licence 119.2 1.3%

2. Maintenance 217.6 0.2%

3. SaaS & other recurring 13.7 (18.3%)

4. Consulting 28.4 (20.2%)

Total 3789 (2.1%)
38

Regional revenue performance (versus constant currency
comparatives)

Within the 12 months ended 31 October 2019, the revenue
performance has shown a decline across all three regions, which
were all impacted by the issues outlined earlier in this report as
illustrated below.

Within North America, the decline in Maintenance was impacted
by the disposal of Atalla and selling to the US Government via

a strategic partner rather than directly to the customer. If you
exclude the impact of these items, North America Maintenance
declined by approximately 7.0%, however, this region was
impacted by the legacy HPE issues as outlined earlier in

this section.

Adjusted EBITDA performance (versus constant currency
comparatives)

The Group generated an Adjusted EBITDA of $1,362.5m in

the 12 months ended 31 October 2019, at an Adjusted EBITDA
Margin of 40.7%. This represents a 2.0ppt increase in Adjusted
EBITDA Margin between the periods.

The ability to drive operational efficiencies within the two
businesses via integration was a key thesis for the HPE Software
business deal and remains a strategic priority of management.
Total costs on a constant currency basis within the Micro Focus
Product Portfolio in the 12 months ended 31 October 2019
were $1,985.9m. This reflects a reduction of $228.5m on the
comparable period to 31 October 2018.

Alongside this cost reduction, we continue to work on multiple
transformation projects to simplify and standardise our

systems and processes, including a new IT system to run more
streamlined business processes. These projects remain on
target for completion during calendar year 2020. Once this work
is complete, we anticipate the opportunity to realise further
efficiencies across our centralised Finance, HR, IT and Legal
functions, allowing for further cost reductions in the future.

As mentioned above, whilst we are still targeting structural cost
reductions for the future, the rate at which costs are taken out
will reduce to enable focused investment in certain products
and Go-To-Market.

As outlined within the Chief Executive's Strategic review, the
Strategic & Operational Review has highlighted the need for
Investments in our Security and Big Data products. We also
today announce a Go-To-Market transformation where we will be
increasing the number of front line sales people in the Company.
These investments will total $65m to $75m and as such will have
an unfavourable impact on the Adjusted EBITDA margin in the
short-term before driving incremental revenue and profit in
future accounting periods.

The trends discussed in this section are presented before the impact of the
deferred revenue haircut.

The prior year comparatives have been restated to reflect the reorganisation
of the LATAM operations from North America (previously named “Americas”)
to International (previously named "EMEA"). This restatement ensures
consistent revenue trend reporting.

*k
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MFI CASH GENERATION

The Group's Consolidated statement of cash flows is presented on page 125. The table presented below focuses on those items
which specifically relate to the Group's free cash flow, which is considered to be a Key Performance Indicator ("KPI") of the Group.

The Group's KPIs are found on page 24.

12 months 18 months 12 months

ended ended ended

31 October 31 October 31 October

2019 2018 2018

(audited) (audited) (unaudited)

$m $m $m

Cash generated from operations before working capital 1,177.5 1,711.3 1,191.2
Movement in working capital (121.2) (287.0) (39.6)
Cash generated from operations 1,056.3 14243 1,151.6
Interest payments (227.1) (301.8) (219.5)
Bank loan costs - (101.2) (10.8)
Tax payments (167.4) (99.5) (79.0
Purchase of intangible assets (29.3) (92.1) (56.5)
Purchase of property, plant and equipment (56.3) (40.1) (30.2)
Free cash flow 576.2 789.6 755.6

In the cash flow analysis presented above, the results for SUSE
are included for the entire period in the 12 and 18 months ended
31 October 2018, but are only included for four months to

28 February 2019 for the 12 months ended 31 October 2019.

As a result, in the 12 months ended 31 October 2019, the Group
generated $576.2m of free cash flow compared to $755.6m

in the 12 months ended 31 October 2018. The decline in free
cash flow year-on-year was primarily driven by increased tax
payments from $79.0m in the 12 months ended 31 October
2018 to $167.4m in the 12 months ended 31 October 2019.

The increased tax payments in the 12 months ended 31 October
2019 were due to the utilisation of tax attributes, which reduced
cash tax, paid in the 12 months ended 31 October 2018.

The working capital outflow increased from $39.6m in the

12 months ended 31 October 2018 to $121.2m in the 12 months
ended 31 October 2019. Despite a significant improvement

in the collection of overdue trade receivable balances during

the year, this was offset by cash outflows due to the timing

of exceptional costs and deferred income which was partly

due to the change in approach to US Government revenues.
See consolidated statement of financial position on page 41

for further detail.

In addition to the corporate tax payments mentioned above, the
Group also paid $264.6m in tax on profits following the disposal
of SUSE. This payment is included within cash generated

from investing activities and therefore excluded from the
analysis above.
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In the 12 months ended 31 October 2019, purchases of
intangible assets (relating predominantly to software licences)
totalled $29.3m compared to $56.5m in the 12 months ended
31 October 2018. In addition, purchase of property, plant

and equipment increased from $30.2m to $56.3m over the
same period.

Free cash flow for the 12 months ended 31 October 2020 will
benefit from a reduction in exceptional costs, however this