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XERO LIMITED - 2020 ANNUAL MEETING 

Thursday 13 August 2020 

 

Address by the Chair, David Thodey 

 

Hello from Sydney Australia and welcome to Xero’s 2020 Annual Meeting. My name is David Thodey 

and I am the Chair of Xero’s Board of directors.  

 

Before we begin, I’d like to acknowledge the Traditional Owners and Custodians of the land, sea and 

waters from where I am joining you today. For me, that is the Gadigal people of the Eora Nation. I also 

acknowledge the Traditional Owners and Custodians of the various lands from which you’re all joining 

this Meeting today, and I wish to pay my respects to Elders past, present and emerging.  

 

Thank you all for attending today’s Meeting, a new experience for us all as we will be completely 

online due to COVID-19 and the related health concerns. I hope you and those you care about are 

keeping safe and well in these challenging and uncertain times.  

 

While this online format may be familiar for some shareholders, I acknowledge that it may be less so 

for others.  

 

However, I assure you that you will have the same opportunity to participate today as you would at a 

physical meeting. This includes being able to ask questions through the online platform and vote 

using an electronic voting card. I’ll discuss these processes a little later. I also encourage you to 

download the Online Portal Guide from Xero’s website if you haven’t already done so. 

 

If we experience technical issues that impact the Meeting, I’ll assess the circumstances and 

communicate further with you. If this isn’t possible, you will be emailed instructions on how and when 

to rejoin the Meeting. 
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Before we begin the formal business of the Meeting, I’d like to express my gratitude on behalf of the 

Board to Xero’s former Chair, Graham Smith. Graham stepped down as Chair on January 31 and 

retired from the Board at the end of Xero’s 2020 financial year, after supporting a smooth Chair 

transition. We thank Graham for his extensive contribution to Xero over five years on the Board. 

 

I am informed by our Company Secretary that, in accordance with the company’s constitution, a 

quorum is present and I declare the Meeting formally open. 

 

First of all, I’d like to introduce the Board who are participating today.  

 

Joining from Auckland are our non-executive directors Mark Cross and Susan Peterson and from 

Wellington, Rod Drury. Joining from Melbourne, we have Craig Winkler. In Sydney, Lee Hatton and in 

London, Dale Murray. 

 

From Xero’s leadership team in Wellington we have Chief Executive Officer, Steve Vamos and Chief 

Financial Officer Kirsty Godfrey-Billy. And, joining from Melbourne is our Chief Legal Officer and 

Company Secretary, Chaman Sidhu. 

 

We are also joined by other members of Xero’s leadership team and other Xero colleagues. 

Representatives from the company's auditors, Ernst & Young, are also online and will be available to 

answer any questions that apply to them.  

 

Xero’s Head of Investor Relations, Toby Langley, is here with me in Sydney and will be reading out 

submitted shareholder questions.  

 

The order of events for today’s Meeting will be as follows: 

● I’ll first say a few words about the past year for Xero 

● We’ll then hear from CEO Steve Vamos and CFO Kirsty Godfrey-Billy 
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● And then we’ll turn to formal business and the four resolutions of the Meeting 

● After that, there will be an opportunity for any general shareholder questions to be answered 

before I will close the Meeting 

 

Voting on the resolutions will be conducted by way of a poll using the electronic voting card you 

should receive after clicking the ‘Get a Voting Card’ button. 

 

Shareholders can submit written questions during the Meeting by clicking on the ‘Ask a Question’ 

button. I do encourage shareholders who have questions to submit them as soon as possible. 

 

If you have any trouble using the platform, please check the Online Portal Guide on Xero’s website, or 

contact the help lines shown on screen.   

 

With that, I’ll now move to my address.  

 

I’d like to start by acknowledging the very serious and worrying circumstances globally that we are 

holding this Meeting in. We’re in the midst of a worldwide health pandemic, which none of us have 

lived through before, and which still has some way to run before the full effects on people and 

economies become clear. 

 

COVID-19 is having a huge impact on businesses and communities around the world and this is 

unquestionably a very difficult time for many of our customers in terms of both their business and 

personal lives. 

 

In these circumstances, our focus at Xero is to maintain the quality and continuity of our cloud based 

products and services and support people and businesses as they return to work safely and 

effectively.  
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The global economy continues to be highly volatile and we’ve seen how quickly recovery can begin to 

take place. However, conditions are still fragile, as recent developments seen in New Zealand over the 

last few days show. 

 

Small businesses who Xero serve continue to be the heart of all economies around the world and their 

growing use of technology is fundamental to their success.  

 

We are seeing that small businesses are showing resilience and innovation. In these difficult times, 

there have been some failures, but we’ve also seen digitally enabled businesses demonstrate 

incredible ingenuity and entrepreneurship. 

 

The Board and Management remain optimistic and ambitious about the global market opportunity for 

Xero as small businesses look for real time and scalable cloud-based solutions to help them manage 

their business better. 

 

Xero is uniquely positioned to capitalise on this significant global trend - operating at the intersection 

of technology and finance, with the opportunity to serve the entire global small business community.  

 
During the 2020 financial year Xero made further progress on its ambitions for growth and we are 

pleased to report that we surpassed 2 million subscribers globally. 

 

Xero also achieved strong top-line growth, increasing operating revenue by 30% to $718 million. We 

also achieved a first ever full year net profit after tax as well as another positive free cash flow 

performance. 

 

These are impressive milestones that demonstrate how we have executed on our financial and 

strategic objectives, while maintaining and building operating discipline that’s needed to scale this 

business effectively. And, that’s a global aspiration. 

 

Our capital allocation framework remains focused on enabling Xero to grow on two fronts. Firstly, we 

continue to pursue organic opportunities through investment in customer acquisition and product 
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development. And, where appropriate, we will also look to drive growth through the pursuit of 

complementary, targeted acquisitions that support our strategy, and extension of the small business 

platform. 

 

Xero’s vision is to be the most insightful and trusted platform for small business. This vision drives 

every action we take and we will continue to build and promote the small business platform. This 

means introducing many small businesses to the benefits of working in the cloud, and for those 

already using Xero, the benefits of extending their activities beyond cloud accounting - something 

which the COVID-19 crisis has brought to light for many or emphasised for others. 

 

Steve and Kirsty will talk more about Xero’s business performance and how we’re delivering on our 

strategic priorities. Steve will also provide an update on our subscribers over the first four months of 

the 2021 financial year.  

 

Turning back to the Board - we are pleased to welcome Mark Cross as an independent non-executive 

director who joined us 1 April. Mark brings extensive international experience in corporate finance and 

financial markets to the Board and you’ll hear from Mark later in the Meeting. 

 

I’d like to recognise and thank my fellow directors for their contribution throughout the year.  

 

On behalf of the Board, I’d also like to thank our incredible team of people at Xero for their hard work 

and passion which are fundamental to Xero’s success. We hugely appreciate their dedication, energy 

and commitment. 

 

I’d also like to thank you, our shareholders, for your ongoing support which has made Xero’s journey 

to this day, a journey of growth and innovation, possible.  

 

That brings me to the end of my address, so I’ll now hand over to Steve and Kirsty. 

 

--ENDS--   
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XERO LIMITED - 2020 ANNUAL MEETING 

Thursday 13 August 2020 

 

Address by the CEO, Steve Vamos 

 

Thanks David and hello everyone, kia ora from Wellington. I am speaking to you from Xero’s 

hometown, which until earlier this week was one of the few locations where Xero people were not 

exclusively working from home.  

 

Unfortunately the emergence of some new COVID-19 cases here in New Zealand has seen us return to 

a work from home model, one that we are all familiar with and the transition this week has been 

managed really well by the team. 

 

COVID-19 has and continues to impact us all, so I’ll start my presentation with how Xero’s working in 

the current environment, before moving to outline our strategy and the opportunities that lie ahead. 

 

On this slide we highlight some of the actions we’ve taken over the past five months to support our 

people, customers and partners. 

 

When it comes to our people, we’ve remained fully operational working from home around the world. 

Despite the initial disruption of working remotely, productivity has remained high.  

 

The latest of our regular engagement surveys indicate that our people have found their rhythm in 

adapting to working remotely. On measures such as motivation, leadership and communication, our 

people remain highly engaged. 

 

In terms of work-life balance, our survey has shown that some of our people find it more challenging 

to work from home, particularly those with young children, living alone at home, or those finding it 

challenging to replicate the breaks in the day that commuting to work and being in the office naturally 

allow. 
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For obvious reasons, we made the decision to cancel this year’s planned Xerocons in Sydney and in 

London.  

 

Xerocon, alongside our roadshows and other in-person events, are a key part of how we connect with 

partners and customers each year. To cater for the need to stay closely connected and to share new 

developments, we are holding a new event this year called “Xero On Air”. 

 

Xero on Air is a free to watch digital content series filmed across 15 different cities and totals 30 

episodes. In these episodes, we’ll be inviting Xero’s people and guest speakers to cover a range of 

topics on technology, accounting and small business, which are important and relevant to the Xero 

community right now. 

  

We’ve also moved quickly to support our customers and partners during this time through a number 

of important initiatives. 

 

These include: 

● Launching a Business Continuity Hub on Xero Central with localised content for each of our 
regions including help in how to access government support 

● We’ve established a dedicated 24/7 Customer Response Team which supports customers who 
are facing hardship, by: 

○ ensuring they are able to downgrade, suspend, or cancel their subscription; and 

○ ensuring that they know their data will be there when they are ready to return. 

 

We’ve provided webinars and educational materials in collaboration with partners across our 

ecosystem, to provide targeted assistance on topics such as: 

● Accessing small business loans; 
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● Online sales and marketing; and 

● Returning to the workplace safely and effectively. 

 

We launched numerous product updates and responded at speed to the various changes to leave 

entitlements, wage subsidies and a number of government tax and payroll requirements around the 

world. 

 

One example was rapidly enabling Xero customers to access JobKeeper payments through Single 

Touch Payroll when it was first announced by the Australian Government. Xero was the first major 

cloud-accounting provider to become JobKeeper enabled for customers in Australia.  

 

We rolled out new Business Snapshot and Short term cash flow features to Business Edition 

customers. These new features provide Xero’s customers and partners with greater insights into 

business performance through dashboarding and cash projections. 

 

We have also deferred a $2 to $3 price increase on most Business Edition subscriptions that was due to 

take effect in March. This coincided with the bundling of Hubdoc into our Business Edition 

subscriptions which provided significant additional value for our customers. 

 

The impact of COVID-19 on the global economy and Xero’s operating performance was starting to be 

felt at the very end of the last financial year, which ended in March. Because of this, the impact on our 

performance was modest and Xero still performed strongly in FY20. 

 

We’re now just over four months into FY21 and wanted to provide an update on our total subscribers. 

 

Total subscribers increased by 96,000 over the period from 1 April to 31 July 2020, reaching 2.38 

million subscribers. 
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The distribution of Xero’s subscriber base around the world means we’ve experienced different 

conditions in each of our markets. Reflecting this, gross subscriber additions and churn have varied. 

However, all of Xero’s geographies achieved positive net subscriber additions. 

 

Over the four  months, we saw stronger net subscriber additions in Xero’s Australia and New Zealand 

segment compared to the International segment with Australia and New Zealand governments easing 

lockdown restrictions at an earlier stage than other countries, and seasonality within the Australian 

business due to the tax year ending in June.  

 

Overall, operating conditions remain uncertain and we continue to anticipate an impact from 

COVID-19 on Xero’s FY21 results. 

 

We will be providing a full update on our financial performance over the first half of FY21 at our interim 

results on 12 November. 

 

This slide shows some of the major trends that inform our strategic thinking with a 10 year lens.   

 

Cloud adoption across the small business community is increasing, with a growing proportion of small 

businesses using cloud-based tools in their day to day operations.  

 

Digitisation of tax and compliance is another strong trend observable in many markets. Governments 

are moving to online tax filing and record-keeping that requires business to have secure, digital 

connections. Indeed, during COVID-19, we have seen small businesses apply for and access 

government stimulus through these digital connections. 

 

A recent example of this trend is the UK Government’s Making Tax Digital initiative. Last month, the UK 

Government reconfirmed its commitment to implementation of the next stages of Making Tax Digital, 

for VAT and Income Tax. 
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Ongoing innovation in financial services is contributing to an accelerating shift to digital payment 

platforms, and facilitating new capital access models from both established lenders and fintechs for a 

traditionally underserved small business sector. 

 

And finally, there’s the effects of COVID-19 on the long term. The pandemic has presented many small 

businesses and their advisors with a very real example of how cloud enables remote working and 

powers real-time collaboration. We expect growing recognition of this to fuel the adoption of cloud 

platforms across the small business sector. 

 

I’ll now move on to outline how the main areas of strategic investment we have identified support our 

strategic priorities for the years ahead. 

 

The three strategic priorities outlined on this slide will be familiar to many of you. They are: 

● drive cloud accounting; 

● grow the small business platform; and 

● build Xero for global scale and continued innovation. 

 

Of the nine investment areas on the slide, I want to expand on four. 

 

Firstly, extending access and distribution to serve all small businesses. This means increasing our 

product reach to serve customers with less complex needs in new and more efficient ways, as well as 

developing new distribution models, and adapting our existing channels. 

 

Secondly, serving small businesses with multi-lingual editions as we look to our longer term 

aspirations to address an even greater global customer base beyond our current footprint. 

 

Thirdly, addressing small business needs outside of accounting and compliance by developing 

additional solutions and leveraging our application ecosystem more strongly to better meet small 

business operational needs.  
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And finally, payments and helping our customers get access to capital. Being better able to manage 

finances and cash flow is pivotal to the success and growth of any small business. The key to 

improving these processes, we believe, is empowering customers to use and take advantage of their 

accounting and related business data stored within Xero.  

 

When talking about our strategic priority of building Xero for global scale and innovation, we know 

that developing our people and recruiting great talent are critical to our future success. 

 

In FY20, we continued to invest significantly in developing our capabilities across areas such as 

technology, data, product management, strategy and M&A, and sales and marketing. During the year 

we appointed Nicole Reid as Chief People Officer and Rachael Powell moved to the new role of Chief 

Customer Officer to look after our global sales, marketing and communications functions. 

 

So now, I want to finish my presentation by turning to social and environmental impact, or what we 

call SEI for short. This is an important part of our strategic thinking and something we have 

increasingly focused on. 

 

Our SEI framework is shown on the slide, and outlines the main elements of our commitment to our 

people, diversity and inclusion, our community and the environment. 

 

During these times the increased need for wellbeing and social support tools amongst our community 

is clear. In New Zealand, to support this need, we are offering the Xero Assistance Program, or XAP, 

which provides free counselling to our people, partners and customers.  

 

We also recently announced a partnership with Beyond Blue in Australia, to expand the range of 

wellbeing support available to our people, and to co-develop online learning programs for our 

partners and their clients. 
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In November 2019, we announced our commitment to fully offset our carbon emissions each year, 

starting from FY19, in what we called Net Zero @ Xero. As part of this, Xero helps fund projects that 

directly soak up carbon dioxide from the air, like the Fishermans Bay Conservation project, which is 

where Craig Hudson, our New Zealand managing director and I are pictured on this slide. It’s a farm 

near Akaroa on the Banks Peninsula focused on native forest recovery and other conservation 

activities. We have also funded projects in India and Borneo. 

 

Finally, our most recent initiative this year is the Xero Community Appeal - this is our first ever public 

and global fundraiser to support charities across our regions.  Xero has matched donations from our 

Xero employees and opened this to our community to support during these challenging times, if 

they’re able to. 

  

Before I pass on to Kirsty our CFO, I want to acknowledge and thank all of our people for their hard 

work in delivering Xero’s FY20 results, and especially now as we navigate through the current 

uncertainty. I also want to thank our partners and customers for the trust they place in us, and of 

course David and the rest of the Board for their great support and their hard work. 

 

So that brings me to the end of my presentation, and I’d like to now pass on to Kirsty, to provide an 

overview of our FY20 financial performance.  

 

--ENDS-- 
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XERO LIMITED - 2020 ANNUAL MEETING 

Thursday 13 August 2020 

 

Address by the CFO, Kirsty Godfrey-Billy 

 

Thanks Steve, and thanks to all of you for being part of our Annual Meeting today. I’ll now provide an 

overview of our financial and operating performance for the year ended 31 March 2020, and at the end 

of my presentation I’ll also cover an update on our outlook for the 2021 financial year. 

  

In FY20 Xero maintained strong top-line trends versus the prior year with the business delivering 

growth across its global subscriber base. Free cash flow also improved, demonstrating continuing 

operational discipline. 

 

In the past financial year, 467,000 subscribers joined Xero, taking subscriber numbers to 2.285 million 

at the end of March. 

 

As Steve has already mentioned, net subscriber additions in the first four months of FY21, mean this 

number now sits at 2.38 million. 

 

Annualised Monthly Recurring Revenue (or AMRR) grew 29%in FY20 to $821 million. The majority of 

this increase came from growth in subscribers across the business, plus a slight increase in ARPU. 

 

Operating revenue increased by 30% to $718.2 million with EBITDA almost doubling to $137.7 million.  

 

We were also pleased to have reported, for the first time, a positive full year net profit after tax of $3.3 

million. 

 

We maintained a positive free cash flow profile, delivering an uplift of more than $20 million in FY20 to 

just over $27 million. This is equivalent to 3.8% of Xero’s FY20 operating revenues, and reflects some 
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conservatism in spending as COVID-19 took hold, balanced with our continued appetite to reinvest in 

growth and product development.  

 

So with that in mind, it’s useful to consider how our FY20 performance stacks up against the progress 

we’ve made on our three strategic priorities that Steve has already mentioned. 

 

Continuing to drive cloud accounting adoption is a core focus for Xero and while we made good 

progress in FY20, it’s important to remember that we’re still early in our journey. 

 

The majority of small businesses around the world are yet to unlock the benefits of cloud accounting 

and the additional small business tools and services it can support. 

 

We monitor adoption rates closely and estimate that cloud accounting penetration currently sits at 

less than 20% globally, while in Australia and New Zealand penetration is above 50%. 

 

These penetration rates demonstrate the success we’ve had in the ANZ region but, more importantly, 

they also point to the potential for significant growth in future periods even in ANZ.  

 

In FY20, Australia and New Zealand subscriber numbers grew by 21% to exceed 1.3 million. 

Across our International markets, we saw rates of growth in FY20 stronger than Australia and New 

Zealand. This reflects the growing geographic spread of our subscriber base. Collectively these regions 

saw subscriber growth of 32% year on year, to nearly 1 million subscribers. 

 

As we look to drive cloud accounting, we are also working hard to grow Xero’s small business platform 

and in FY20 we made good progress. 

 

You can see on the left hand chart how our platform strategy continued to drive growth and shift 

Xero’s revenue composition. Platform and other non-core accounting revenues accounted for 11% of 

total operating revenue in FY20, rising from 9% in FY19. 
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The chart on the right hand side breaks down our revenue growth over the last year.  

 

Platform revenues grew 82% year on year and include Xero add-ons - such as expenses, projects and 

payroll, and adjacent products - like Hubdoc - as well as invoice and bill payments. 

 

As our business evolves, so will these new revenue streams and the way we present them to you in the 

future. 

 

Specifically, our decision to bundle Hubdoc for all our Business Edition subscribers around the world, 

is a major step towards our vision of code-free accounting, and changes how our revenue composition 

is made up, and therefore how it should be presented. Going forward, Hubdoc will be incorporated 

into our core accounting revenues now that we have successfully integrated and launched Hubdoc as 

a key component of Xero’s core offering. 

 

Moving now to Xero’s performance across key SaaS metrics including LTV or lifetime value.  

 

These metrics are important to highlight as they demonstrate how the underlying elements of our 

SaaS business model contribute to value creation over time, as well as illustrating the benefits of 

continuing to invest for growth. 

 

As I have mentioned in the past, LTV is used across our business at Xero to track performance, and 

helps inform our tactical and strategic decision-making. It is representative of the value created that is 

not captured elsewhere in our financial statements. 

 

On this slide, you can see the total LTV of Xero’s subscriber base in FY20 was $5.5 billion, an increase of 

27% on the prior year with more than $1.1 billion added. 

 

On a per subscriber basis, LTV was effectively unchanged in FY20 at $2,422 with increased gross 

margin and ARPU offset by some modest deterioration in churn. 
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Moving on to CAC, or Customer Acquisition Cost, measures. CAC months indicate the time it takes to 

recover upfront acquisition costs of a new subscriber through subscription payments. This increased 

slightly from 13.6 months to 14 months year on year, driven by market mix as higher growth markets 

increased their share of new subscriber additions. 

 

Finally, an LTV to CAC ratio of 5.8 remains a very strong indicator of the significant value created by 

adding a customer to the Xero platform. It means we’ve added almost six dollars of lifetime value for 

every dollar we spend on CAC. This measure declined slightly in the year, with slightly better trends in 

our International segment offset by a small reduction in our Australia and New Zealand segment. 

 

Now, before I move on to the outlook, I wanted to re-emphasise how we’re building Xero for the future 

by looking at our balance sheet.  

 

The progress Xero made on free cash flow contributed to total cash and short term deposits at 31 

March of $536 million. 

 

Deducting our term debt liability of $425 million, arising from the $300 million US dollar convertible 

notes we issued in FY19, our net cash position was $111 million at the end of FY20. 

 

Total liquid resources of $686 million comprised cash and cash equivalents, short-term deposits, 

including proceeds from convertible notes, and undrawn committed debt facilities. 

 

Our stand-by debt facility was also refinanced during the year, with a three year term, and upsized by 

50% to $150 million. This remains undrawn. 

 

COVID-19 does create uncertainty that is difficult to avoid. However we can take a level of comfort 

amid this uncertainty from the cash we have on hand, additional liquidity that we have access to, and 

Xero’s underlying capacity to generate free cash. 
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At this time, we remain committed to realising our strategic ambitions and will invest accordingly. 

This will be in the form of targeted acquisitions and investments, that extend and enhance our small 

business platform and ecosystem. It will also come through investment in product and technology 

development that we believe is necessary to best position Xero for the post-COVID-19 economy.  

So having reviewed Xero’s performance for FY20, and with Steve’s comments earlier about how we've 

progressed through FY21 to 31 July, I want to give an update on Xero’s outlook for FY21.  

It’s important to remember that we are only a third of the way through the FY21 financial year, and we 

will provide a full update in November 2020 when we report on our half year results, for the six months 

ending 30 September 2020.  

 

The continuing uncertainty surrounding the COVID-19 environment means it remains speculative to 

comment further on the potential impact on our expected performance for FY21. 

 

Xero’s ambition is to be a long-term oriented, high-growth business. We continue to operate with 

disciplined cost management and targeted allocation of capital. This allows us to remain agile so we 

can continue to innovate, invest, support our customers, and respond to opportunities and changes in 

our operating environment. 

 

Before I finish, I’d also like to thank you, our shareholders, for your ongoing support of Xero. 

 

I’ll now hand back to David, to conduct the formal business of today’s Meeting before we move to the 

Q&A.  

 

--ENDS-- 
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