Xelro

nvestororierng

INTERIM RESULTS TO 30 SEPTEMBER, 2016

3 NOVEMBER, 2016



Important notice

This presentation is given on behalf of Xero Limited.
(Company number NZ 1830488, AU ARBN 160661183 NZX/ASX:XRO)

Information in this presentation:

Is for general information purposes only, and is not an offer or invitation for subscription, purchase, or
recommendation of securities in Xero Limited

should be read in conjunction with, and is subject to, Xero's latest and prior annual reports, prior
interim reports, interim report for the period ended 30 September 2016, and Xero's market releases on
ASX and NZX

Includes forward-looking statements about Xero and the environment in which Xero operates, which are
subject to uncertainties and contingencies outside of Xero’s control - Xero’s actual results or
performance may differ materially from these statements

includes statements relating to past performance, which should not be regarded as a reliable indicator
of future performance, and

may contain information from third parties believed to be reliable; however, no representations or
warranties are made as to the accuracy or completeness of such information.

All information in this presentation is current at the date of this presentation, unless otherwise stated.

All currency amounts are in NZ dollars unless otherwise stated.
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Results overview

Rod Drury
Chief Executive, Founder




Executing to deliver margin and growth

*Subscribers globally, Annualised Committed Monthly Revenue, and Total Lifetime Value as at 30 September, 2016
SBP are share based payments that are a non-cash cost to Xero. See following slides for more details on Lifetime Value
** Constant currency 30 September, 2015
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Strong and diversified global presence

Subscribers*

Xero subscribers as % of TAM**
Bank linkages

Partner channel maturity

Global connected platform

New Zealand

212,000

(163,000 SEPTEMBER 15)

> 30%
Developed

Developed

Australia

330,000

(262,000 SEPTEMBER 15)

C.15%
Developed

Developing

United Kingdom

164,000

(102,000 SEPTEMBER 15)

< 5%
Developing

Developing

> 80% of subscribers are connected to an advisor

North America

77,000

(47,000 SEPTEMBER 15)

< 5%
Early

Early

New Markets

29,000

(19,000 SEPTEMBER 15)

< 5%
Early

Early

*As at 30 September, 2016
** Xero estimates



Execution across the Company

Improved key underlying drivers of LTV* Total Lifetime Value

Progress from

$1.8b

September 2016 September 2015 Added
$627mttt

Subscribers 862,000 +269,000 v
ARPU $29.3 +59%** v

$0.9b
ACMR churn 14.4% 1.2pp v
Gross margin 75% 1pp v
LTV per sub $2,004 +16%** v

$0b

September 15 September 16

*See definition in appendix **Constant currency 30 September, 2015. In actual dollars ARPU declined due to FX
***Added in the twelve months to 30 September, 2016
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Financial
performance

Significant improvement in EBITDA outcomes
(even with duplicated platform costs in the
transition to AWS)

Revenue growth impacted by the strengthened
NZD, with a constant currency growth of 55%*

Total revenue

Gross profit

Gross margin

EBITDA

EBITDA margin

Net loss after tax

EBITDA excl
share-based payments

EBITDA margin excl
share-based payments

H1 FY16 H1 FY17 YoY
($000s) ($000s) change
92,654 137,247 48%
69,002 103,405 50%

74% 75% +1pp

(33,804) (25,897) (23%)

(36%) (19%) +17pp

(44,327) (43,920) (1%)

(27,426) (18,507) (33%)

(30%) (13%) +17pp
S~—"
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Continuing quality growtn

Growth momentum in subscribers and ACMR

12 month subscriber additions*

269k

Mar15 Sepl15 Marl16 Sepl16

Index

*Subscriber net additions

Indexed 12 month ACMR growth**

90 ......................................................................................................................................................
Mar 15 Sep 15 Mar 16 Sep 16

**Constant Currency based on March 2014 FX rates, see full definition in appendix
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High gross margin

Gross margin for the 12 months to September
2016 impacted by the duplicated platform
costs in H1 FY17, In the transition to AWS

The AWS transition is expected to be
completed early H2 FY17, driving further
Increases in gross margin

Significant opportunity to improve margin
Cessation of dual platform costs
Cost efficiencies on AWS platform
Economies of scale

Automation

Gross profit as % of revenue

BOYpE
- —O- @1 Gros
g |-l R e
70%
12 months 12 months 12 months
to Sep 15 to Mar 16 to Sep 16

> rOSS MAaroin
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80%

75%

70%

65%

12 months
to Sep 15

CAC* as % of revenue

12 months
to Mar 16

12 months
to Sep 16

Improving efficiencies

Product cost** as a % of revenue

40%

35%

30%

12 months
fo Sep 15

12 months 12 months
to Mar 16 to Sep 16
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FOcus on EBITDA

EBITDA includes AWS transition costs
In H1 FY17

Continued reduction in EBITDA margin loss with
H1 FY17 EBITDA excluding SBP of (13%)

0%

-10%

-20%

-30%

-40%

-50%

12 months
to Sep 15

EBITDA margin

12 months
to Mar 16

(®) EBITDA

= "Jkﬁf

12 months
to Sep 16
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Reducing
cash usage

Operating cash outflow in H1 FY17 reduced to
$13.4 million from $23.4 million in H1 FY16

Operating and investing cash outflows in
the current period impacted by the one-off
transition costs to AWS

Operating and investing cash flows declined
from $49.5 million in H1 FY16 to $45.8 million
T H1FY 1

Cash balance at 30 September, 2016 was
$137.9 million

Driving towards cash flow break-even within
the current cash balance

Operating and investing cash outflows

$60m

$40m

- -

$0m
H1 FY16 H1 FY17

@ Operating cash outflows

Cash outflows* as % of revenues

anfn .....................................................................................................................................................................
12 months 12 months 12 months 12 months
to Mar 15 to Sep 15 to Mar 16 to Sep 16

*Operating and investing cash outflows
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Key segment achievements

Subscribers

Growth across segments

Operating revenue

Operating revenue impacted by
foreign exchange

Segment contribution

Expansion of ANZ contribution margins.
Group contribution increased by $17.6 million

LTV*

International LTV growth of $164.7 million in
constant currency**

September 2016 Net change Net change
(constant currency**)
Group 862k +269k
ANZ 592k +167k
Int 270k +102k
Group $137.2m 48%0 55%
ANZ $96.5m 49% 52%
Int $40.7m 45%0 61%
Group $17.8m n/m***
ANZ $37.9m 118%
Int -$20.1m 17%
Group $1,727m YA 69%
ANZ $1,414m ©62% 68%
Int $313m 37% 72%
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Delivering on Guidance

Cash

Operating efficiencies

FY 17 Guidance

Cash usage in FY17 (based on FX rates
at 1April 2016) is forecast to reduce
from FY16

Xero Is managing the business to cash
flow break-even within its current
cash balance

Operating metrics to continue
improvement in FY17 as the Company
continues to drive efficiencies through
automation and economies of scale

H1 FY17 Outcomes

Cash usage lower in H1 FY17 compared to
H1 FY16, even with duplicated platform
costs during AWS transition

Improvement in EBITDA margins and
other cost ratios, even with continued
growth investment and AWS transition



AUStI’aUa & NeW Zealaﬂd 592,000 subscribers*

Market leader

650,000
Widening cloud leadership and continuing to win share 550,000
from incumbents, with over 590,000 subscribers
450,000
Churn of <0.7% per month in New Zealand for
subscribers on Xero for more than a year A
: | : 250,000
Strengthening our accounting channel with >90% of e e

Xero subscriptions attached to a partner

Preferred cloud accounting service* (%) v
Xero
MYOB AccountRight Live [[IININEG 19.4 )A(
No preference [N 10.8
Intuit QuickBooks Online I 6.8
MYOR Essentials [l 5.0

ey RAEAWARDS
Reckon Accounts Hosted [l 2.9

Saasu § 1.4
Sage One l 1.4 : :
Reckon One | 0.7 S i BUSIHEES to ELIEII’IEEE

None» | 0.4 Platinum Award 2016
Phoenix Live 0.0
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H1 FY16

H2 FY16

3.8
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INTERNATIONAL

United Kingdom

The United Kingdom’s leading small business
accounting solution*

>25,000 active UK accountants and bookkeepers

Xero very well positioned:
Most directly engaged with UK banks
Largest and most engaged partner channel

Strong connections with vibrant UK fintech sector

Positive traction with early market entry in South Africa

164,000 subscribers**

180,000
&
150,000
120,000 .
90,000
60,000 &
H1 FY15 H2 FY15 H1 FY16 H2 FY16 H1 FY17
2 4 e N
<< SMALL BUSINESS @KC 0”d Cl d
ANEROS AWARDS2015 oudPro
2016 Technology Provider Cloud industry forum 5 star rating from
of the Year awards 2016 industry publication 2016
Winner
2016
realbusiness LA, -
.Accnug_t_mg
Software Vendor of the Year 2016 Accounting Bulletin

Real Business Magazine FD Excellence Awards Awards 2016
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INTERNATIONAL

United Kingdom

The next growth engine

Regulatory environment is driving financial services
Innovation

Automatic Enrolment: Small businesses must introduce
a company pension scheme by 2018

HMRC Making Tax Digital: UK tax system goal to be fully
digital by 2020

Revised Payments Services Directive (PSD2): Driving
transformation in banking, payments and bank data
accessibility by 2020

Xero with its ecosystem is well placed to take advantage
of UK digitisation

Significant lead in direct bank partnerships

XERO

DIRECT CONNECTION

WBARCLAYS v
«» NatWest v
HSBC X» v

>< RBS v
& Santander v

ETRO
BANK i
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INTERNATIONAL

North America

Gaining traction

Subscribers grew to 3.5x from two years ago

Accounting partner channel

Significantly grown accounting channel

Selected as accounting platform within top 100

accounting firms - providing confidence in Xero
as market challenger

Bank connectivity
Major integration with Wells Fargo

Industry leading implementation of OAuth enabled API
based data sharing to drive secure bank integration

Product market fit
Product delivery resulting in winning reviews

Building operational scale in Denver

80,000

65,000

50,000

35,000

77,000 subscribers*

(o)

r ._ﬂ_'-'*r
__.

90,000
HIEYI5  H2EYI5  HIFYI6  H2FY16  HI1EY17

GPA 1555

1 6. 8.6 & ¢

@Net GetApp MERCHANT

1 6. 8.6 & 1L 6. 8.6 & ¢ 1 8.8 .8 8

Forbes

#1 Most innovative growth company 2014 & 2015

PCMAG.COM

1 8.8 8 ¢



INTERNATIONAL

South East Asia

Strong opportunity in large TAM

HONG KONG O

——

Growing accounting channel in key Asia markets:

200+ new accounting partners on-boarded
In H1 FY17 across the region

20+ gold and platinum partners PHILIPPINES O

MALAYSIA O
Increasing partner attendance at Xero-run

partner events SINGAPORE O

Building out key strategic bank partnerships
and integrations:

UOB Singapore launched July 2016
HSBC launching 2016
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CEO update

Rod Drury
Chief Executive, Founder
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[Jglassdoor

Globally diverse leadership

companies to work for

Top 5 CEO of public cloud companies
Trent Innes - approval rating 98%

MD, Australia

Sankar Narayan
Chief Financial Officer

Anna Curzon
MD, New Zealand

Duncan Ritchie
Chief Platform Officer

Gary Turner
MD, United Kingdom, EMEA

Rachael Powell
Chief People Officer

Keri Gohman

President, Americas*

Kirsty Godfrey—Billy

Chief Accounting Officer

Tony Stewart Alex Campbell
Chief Data Officer MD, Asia
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Subscribers
Revenue

ARPU

Cash

Gross margin
Operating margin

Goal

Management focus

PRIOR YEARS

Grow
Grow
Maintain

Manage

Pass 1m subscribers

(®) CURRENT FOCUS

Quality growth
Grow

Grow
Break-even
Expand

Be profitable

Pass $1 billion revenue*
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Significance of AWS transition

Xero first major cloud accounting provider to re-platform
on AWS

AWS unlocks automation of small business processes
to fundamentally change how small business operates

We expect the definition of accounting software
to fundamentally change over the next three years

Cloud accounting has become a platform for a multi-vendor
ecosystem, and network of advisors, addressing key aspects
of small business computing
Well positioned for revenue expansion:

New geographies

New connected services

Servicing larger small businesses

Facilitating financial services

AWS delivers

ty big data innovations
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Continued product leadership

Only accounting software for small business to achieve a 5-star functionality rating*

*Canstar Blue research, published in August 2016
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Accounting software people love
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Subscribers

ACMR

Indexed 12 month
ACMR growth

ARPU

Subscriber
retention / CMR
churn

Lifetime value

Appendix

Subscriber means each unique subscription to a Xero offered product that is purchased by an accounting partner
or an end user and which is, or is available to be, deployed.

Annualised committed monthly revenue represents monthly recurring revenue at 30 September multiplied by 12.
Accordingly, it provides a 12 month forward view of revenue, assuming that any promotions have ended and other factors
such as subscribers, pricing and foreign exchange remain unchanged during the year.

Indexed 12 month ACMR growth represents the annualised ACMR growth globally converted to New Zealand Dollars
based on 30 September, 2014 exchange rates, divided by the growth achieved in the first 12 month period presented.

ARPU is calculated as annualised committed monthly revenue at 30 September divided by subscribers at that time
(and divided by 12 to get a monthly view).

CMR churn is the value of committed monthly revenue (CMR) from subscribers who leave Xero in a month as a percentage
of the total CMR at the start of that month. The percentage provided is the average of the monthly churn
for prior twelve months.

Lifetime value is the gross margin expected from a subscriber over the lifetime of that subscriber. This is calculated by
taking the average subscriber lifetime (1 divided by CMR churn) multiplied by ARPU multiplied by the gross margin
percentage. Group LTV is calculated as the sum total of the ANZ and International LTV.
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Beautiful accounting software

WWWwW.Xero.com



