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choosing an investment When deciding whether to invest, 
consider carefully the answers to the following questions that can be 
found on the pages noted below:
• What are my risks? (pages 76 to 77)
• What sort of investment is this? (pages 72 to 73)
• Who is involved in providing it for me? (page 74)
• How much do I pay? (page 74)
• What are the charges? (page 74)
• What returns will I get? (page 75)
• Can the investment be altered? (pages 77 to 78)
• How do I cash in my investment? (page 78)
• Who do I contact with enquiries about my investment? (page 78)
• Is there anyone to whom I can complain if I have problems with the 

investment? (page 79)
• What other information can I obtain about this investment? (page 79)
In addition to the information in this document, important 
information can be found in the current registered prospectus for the 
investment. You are entitled to a copy of that prospectus on request.1

choosing an investment adviser You have the right to request 
from any investment adviser a written disclosure statement stating 
his or her experience and qualifications to give advice. That document 
will tell you:
• Whether the adviser gives advice only about particular types of 

investments;
• Whether the advice is limited to investments offered by 1 or more 

particular financial organisations; and
• Whether the adviser will receive a commission or other benefit from 

advising you.
You are strongly encouraged to request that statement. An investment 
adviser commits an offence if he or she does not provide you with 
a written disclosure statement within 5 working days of your request. 
You must make the request at the time the advice is given or within 
one month of receiving the advice.
In addition:
• If an investment adviser has any conviction for dishonesty or has 

been adjudged bankrupt, he or she must tell you this in writing; and
• If an investment adviser receives any money or assets on your 

behalf, he or she must tell you in writing the methods employed 
for this purpose.

Tell the adviser what the purpose of your investment is. This is important 
because different investments are suitable for different purposes.

INveStMeNt deCISIoNS 
are very IMPortaNt.  
they often have long-term 
consequences.  read all documents 
carefully.  ask questIons.  seek advIce 
before commIttIng yourself. 

the InformatIon In thIs sectIon Is 
requIred under the securItIes act 1978. 

IMPortaNt 
INForMatIoN



important notice This Offer Document is for an offer of Shares in 
Xero Live Limited (“Xero”). 

It is a combined investment statement and prospectus for the 
purposes of the Securities Act and the Securities Regulations, and has 
been prepared as at, and is dated, 11 May 2007.

The information required to be contained in an investment 
statement by the Securities Regulations 1983 is set out in the sections 
entitled “Important Information” (see above) and “Answers to 
Important Questions” (pages 72 to 79). The purpose of those sections 
of this Offer Document is to provide certain key information that is 
likely to assist a prudent but non-expert person to decide whether or 
not to acquire Shares in Xero under the Share Offer. However, investors 
should note that other important information about the Share Offer, 
the Shares and Xero is available in the other sections of this Offer 
Document and in the information available for inspection at the 
registered office of Xero (described further on page 79). 

registration of offer document A copy of this Offer Document 
duly signed, and having copies of the documents required by section 
41 of the Securities Act attached, has been delivered to the Registrar 
of Companies for registration in accordance with section 42 of the 
Securities Act.

The documents required by section 41 of the Securities Act to be 
attached to the copy of this Offer Document delivered to the Registrar 
of Companies for registration are:
(a) the Auditor’s report in respect of certain financial information 

included in this Offer Document (set out on pages 70 to 71);
(b) the signed consent of the Auditor to the Auditor’s report appearing 

in this Offer Document; 
(c) the signed consent of Ernst & Young to the inclusion in this Offer 

Document of results of independent research undertaken by it for Xero;
(d) an acknowledgment from NZX to the effect that an application has 

been made to NZX for permission to list the Shares, and all the 
requirements of NZX for the listing of the Shares that can be 
complied with at that time have been duly complied with; and

(e) copies of the material contracts referred to in clause 17 on page 84.

new zealand exchange listing Application has been made to 
NZX for permission to list the Shares, and all the requirements of NZX 
relating thereto that can be complied with on or before the date of this 
Offer Document have been duly complied with. However, NZX accepts 
no responsibility for any statement in this Offer Document. Initial 
quotation of the Shares is expected to occur on 5 June 2007. NZX has 
authorised Primary Market Participants to act on the Share Offer.

electronic offer document This Offer Document is available in 
electronic form at www.xero.com. The Offer constituted by this Offer 
Document in electronic form is available only to residents in  
New Zealand. The availability of this Offer Document on the website 
is for the purposes of the Offer in New Zealand. The distribution of 
the Offer Document in electronic form may be prohibited in certain 
jurisdictions, including the United States, Canada and the United 
Kingdom, and is not available to residents of such jurisdictions. 
Persons who access the electronic version of this Offer Document 
should ensure that they are entitled to do so under applicable laws 
and, if so, that they download and read the entire Offer Document. 
The New Zealand Securities Act prohibits the allotment of Shares 
to any applicant who did not receive a copy of this Offer Document 
before applying. Accordingly, no person may pass an Application Form 
on to another person unless it is attached to a hard copy of this Offer 
Document or the complete and unaltered electronic version of this 
Offer Document.

overseas investors The Share Offer is only being made to 
members of the public in New Zealand. No person may offer, invite, sell 
or deliver any Shares or distribute any documents (including this Offer 
Document) to any person outside New Zealand. This Offer Document 
may not be sent into or distributed in the United States.

Unless otherwise agreed with Xero, any person or entity applying 
for Shares under the Share Offer will, by virtue of such Application, be 
deemed to represent that he, she or it is not in a jurisdiction that does 
not permit the making of the Share Offer or an invitation of the kind 
contained in this Offer Document and is not acting for the account or 
benefit of a person within such a jurisdiction. Neither Xero, nor any 
of its Directors, officers, employees, consultants, agents, partners or 
advisers accepts any liability or responsibility to determine whether a 
person is able to participate in the Share Offer.

no guarantee No person, Director or entity guarantees the Shares 
offered under this Offer Document. Only Xero undertakes any liability 
in respect of the Shares, and then only to the extent required by law.

takeovers code The Takeovers Code, amongst other things, 
prohibits any person (together with their associates (as defined 
in the Takeovers Code)) from becoming the holder or controller 
of 20% or more of the voting rights in the Company other than in 
compliance with the requirements of the Takeovers Code. Investors 
are advised to seek legal advice in relation to any act, omission or 
circumstance which may result in that investor breaching any provision 
of the Takeovers Code.

risk and suitability of an investment in xero Xero is an 
early stage software business and an investment in Xero is inherently 
risky. As such, it may not suit all investors. 

The Share Offer does not take into account each investor’s 
investment objectives, financial situation and particular needs. 
It is important that investors read this Offer Document in its entirety 
before deciding whether to apply to purchase any Shares. In particular, 
investors should consider the risk factors that could affect the 
performance of Xero (including those set out under the heading 
“What are my risks?” on pages 76 to 77), particularly with regard to 
their personal circumstances (including financial and taxation issues). 
Investors who are in any doubt as to the action they should take, 
should consult their stockbroker, solicitor, accountant or other 
financial adviser before deciding to invest.

definitions Capitalised terms used in this Offer Document have a 
special meaning and are defined in the Glossary section of this Offer 
Document on pages 94 to 95 or in the relevant section in which the 
term is used.

Unless otherwise indicated, $ or NZ$ refers to New Zealand Dollars.
All references to time are to time in New Zealand.

1   this is the wording required by schedule 3d to the securities regulations 1983 which contemplates a separate investment statement and prospectus. 
for this share offer, the two documents have been combined and accordingly the prospectus available on request is this offer document.
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important dates

share offer summary

This timetable is indicative only. Xero reserves the right to:
(a) extend the Closing Date of the Share Offer or close the Share Offer early, 

in which case the dates referred to opposite will change accordingly; 
(b) withdraw the Share Offer at any time before the Allotment Date; and
(c) accept late Applications, either generally or in individual cases.

Issuer Xero Live Limited
Shares being offered in the Share Offer 15,000,000
Oversubscriptions Up to 3,000,000
Total number of shares being offered Up to 18,000,000
Offer Price $1.00
Shares on issue if Share Offer is fully subscribed (excluding oversubscriptions) 55,000,000

Offer Document registered Friday, 11 May 2007
Share Offer opens Monday, 14 May 2007
Share Offer closes Wednesday, 30 May 2007
Allotment Date No later than Tuesday, 5 June 2007
Quotation and trading of shares expected to commence on the NZSX Tuesday, 5 June 2007 
Allotment notices mailed Tuesday, 5 June 2007 
FASTER statements mailed No later than Thursday, 7 June 2007
Refund cheques mailed (if applicable) No later than Friday, 8 June 2007 
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INveStMeNt 
hIghLIghtS

xero provIdes an onlIne accountIng 
solutIon for small and medIum sIzed 
enterprIses (smes), whIch typIcally 
have less than 20 employees.
xero was Incorporated In July 2006 by rod drury, an experIenced new zealand 
based technology entrepreneur who has a record of buIldIng successful 
software busInesses, and hamIsh edwards, the owner of an sme accountIng 
busIness and a publIshed commentator on smes. 

theIr vIsIon Is to create a global software company from new zealand based 
on the delIvery over the Internet of accountIng software for smes.

www.xero.com
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Xero has recruited a high quality team, as at 30 April 
2007 comprising 27 people including the founders, 
Rod Drury and Hamish Edwards.

The management team is supported by an 
experienced board of Independent Directors 
comprising Phil Norman, Graham Shaw, Guy 
Haddleton and Sam Morgan.

Xero currently intends to establish subsidiaries in 
the UK and Australia and recruit in-market staff to 
develop its business in these locations. Xero has been 
accepted into the New Zealand Trade and Enterprise 
(“NZTE”) Beachheads programme for the UK and has 
established a UK advisory board, comprising senior 
UK business people, to assist in the strategic 
development of the business there.

2

hIgh qualIty  
team

1

sIgnIfIcant market 
opportunIty
SMEs are the most common form of business 
organisation. In all OECD countries, they constitute 
over 90% of all businesses by number. 

Unlike many other software systems, which are 
largely optional, accounting systems are all but a 
necessity for SMEs. The predominant accounting 
software applications that exist today for SMEs are 
installed on desktop computers. 

The Directors believe the time has arrived for SMEs 
to access software by using Internet technologies.

They also believe there is an opportunity for a fast 
moving, well funded business, without a legacy 
business model, to address the expected migration by 
SMEs to online accounting.

key Investment 
consIderatIons 
thIs share offer 
represents an 
opportunIty to  
Invest In an early 
stage new zealand 
technology 
busIness, wIth 
an InternatIonal 
strategy. the key 
features of thIs 
opportunIty are:
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Xero is an early adopter of the web-based business 
model that is technically known as software as a 
service (“SaaS”). This model is ideally suited to the 
needs of the large and fragmented SME market.

Rather than installing software on independent 
desktops or networks at each customer’s location, 
Xero’s software is made available online through 
a secure login. Importantly, the software does not 
require installation and therefore can be frequently 
modified and updated with minimal downtime 
for customers. 

Xero’s customers will pay a monthly subscription 
to use its web-based accounting system, rather than 
paying for an up-front software licence and then 
having to pay ongoing upgrade, maintenance and 
service charges. 

The Directors believe that the SaaS model will 
enable Xero to benefit from having a centralised 
operating environment with lower infrastructure 
costs and a predictable revenue stream. The SaaS 
model should also provide Xero with a significant 
opportunity for long term profitability.

accepted new 
busIness model

5

Xero’s strategy is to become a leading provider of 
SME online accounting solutions in its target markets. 
It intends to use the experiences of the consumer 
software market (based on Internet technology) 
and apply these to the SME market to create an 
internationally scalable business.
Key elements of its strategy include:

• Building the brand and business in New Zealand 
initially and expanding into the UK and Australia. 
The aggregate target market is large – the number 
of SMEs in these regions is around 5.8 million, split: 
UK, 4.3 million; Australia, 1.2 million; and New 
Zealand, 322,000. 

• Focusing in each market on the key market 
segments which it believes, through its research 
and experience to date, are likely to be early 
adopters of its offering: technology companies, 
professional services firms (including accounting 
practices) and not-for-profit organisations.

• Strengthening its market presence by establishing 
and expanding national partnerships and alliances.

• Expanding its customer support capabilities which 
Xero believes will be a key differentiator for SMEs.

strong busIness 
strategy

4

Xero’s accounting system is different to most 
installed SME accounting systems currently available 
in the marketplace in the following important ways:

• It is easy to use – limited training is required and 
the product is customer friendly.

• It is online – there is no software to install.  
Xero is accessible any time through any Internet 
connection in the world. Xero’s login is secure, 
and Xero has an internal security strategy to 
protect the Xero products from viruses and 
spyware. All data is automatically backed up daily. 

• Continuous innovation – Xero can be updated 
frequently with product enhancements as well 
as quickly responding to compliance changes.

• It is cost effective – a pay as you go and pay as  
you grow pricing model.

• It provides real time access for advisers –  
enables an SME to easily share information with 
its advisers.

• It assists decision making – provides immediate 
visibility of important information for SMEs to run 
their businesses and make informed decisions.

• It is easy to switch to Xero – there should be 
minimal cost for an SME to switch to Xero from 
another accounting system.

xero’s product Is 
compellIng to smes

3
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Since its establishment, Xero has:
• Raised capital of $2.8 million from the founders, 

Directors and selected employees of Xero. It has 
also received $100,000 in Government grants and 
has been awarded a further $750,000 of 
Government funding to be drawn down over the 
next five years to assist with R&D and UK market 
entry. The funding received to date has enabled 
Xero to get its initial product offering market ready.

• Developed its core online accounting software 
product and the foundations for its operational 
systems and processes necessary to enable the 
business to scale internationally.

• Tested the product with more than 140 users since 
November 2006. Since starting to sell the product 
(in a limited release) since April 2007 Xero has 
attracted over 100 paying customers.

• Recruited a strong management team with the 
skills required to enable Xero to grow the business 
internationally.

• Established some key partnering relationships 
with retail banks, chartered accountancy firms and 
other businesses to help accelerate its customer 
penetration and market success.

• Been selected to represent New Zealand as a 
finalist in the worldwide Technium Challenge 
in Wales, UK in late May 2007.

• Developed the Xero brand. 

xero has already 
achIeved momentum

6

The Directors believe that Xero can create a strong 
market position for itself in the online accounting 
software market if it captures the opportunity that 
exists here and now. Xero has already recruited an 
experienced team, has a compelling business model,  
a product available for full market release in the 
second half of 2007, a developing brand and some  
key business relationships to help it succeed.

However, it needs to move quickly, with an 
appropriate level of capital, to establish its business 
in New Zealand and then credibly enter its targeted 
overseas markets.  

the opportunIty  
for xero Is now

7
the dIrectors have decIded to raIse 
the capItal needed for the further 
development of xero through a publIc 
offer because they belIeve It Is the 
most approprIate means of obtaInIng 
the fundIng requIred to enable xero 
to execute Its busIness plan. 
Another important benefit of Xero operating as a 
public company, with visible reporting and good 
governance structures, is that it should help instil 
confidence amongst Xero’s customers about Xero and 
its offering. This should help to further accelerate the 
implementation of Xero’s business plan.

The Directors believe that if Xero were to remain a 
privately owned company based in New Zealand, 
without an appropriate level of funding and the 
profile and transparency which comes with being a 
public company, it would not be able to capitalise on 
the immediate international opportunity for Xero.

Xero is an early stage software business with no 
specific track record of success for its business or 
operations. Accordingly, please read all the 
information in this Offer Document, and talk to a 
qualified adviser that you trust before deciding 
whether or not to subscribe for Shares in Xero under 
this Share Offer. The principal risks of investing in 
Xero are set out on pages 76 to 77.

One of the main principles of investing money is 
to have a diversified portfolio of investments. 
Potential investors should carefully consider the size 
of their application relative to their other 
investments.
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ChaIrMaN’S 
Letter
11 may 2007

phIl norman
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From the outset Xero was established with the 
objective of growing internationally. It has a highly 
skilled team and an experienced board of directors. 
the Ceo and co-founder, rod drury, is an 
accomplished and well-respected entrepreneur. rod’s 
track record shows that he has the ability to detect 
fundamental shifts in the Information and 
Communications technology (“ICt”) industry and 
then create software products that utilise new 
technologies. In the past, rod has created businesses 
of significant value. his most recent success was the 
sale, in 2006, of his former email management 
software business, afterMail, to Quest Software 
of the USa.

Xero has aspirations for international growth in 
targeted markets, but to realise its ambitions Xero 
needs the necessary capital resources to capture the 
market opportunity that exists for it right now. 

Xero considered seeking private venture capital 
funding, but the pool of such funding available to 
growing technology businesses in New Zealand is 
relatively small. accordingly, the directors have 
decided to raise capital for the development of Xero, 
via a public flotation of the Company. We believe that 
the capital raised and the profile created by a public 
offer will greatly assist in the acceleration of Xero’s 
business plan.

We estimate around one third of the Shares being 
offered will be allocated to certain strategic parties 
including private investors, industry influencers, 
accountants, high net worth individuals and  
New Zealand institutions. the Independent directors 
of Xero, including myself intend to subscribe,  
in aggregate, for 1.35 million Shares at the offer Price.

the balance of the Shares under the Share offer 
will be made available to clients of First NZ Capital and 
to any other applicants.   

this is an exciting opportunity to participate in a 
high-quality, entrepreneurial New Zealand software 
company that has the potential to become a 
significant participant in its chosen geographic 
markets. however, Xero is an early stage business, 
similar to a venture capital opportunity, and is, 
therefore, a high-risk investment. the directors see 
Xero as a growth opportunity and do not expect the 
Company to be profitable for at least three years. 
there are risks that may impede Xero from achieving 
its growth aspirations. that said, the directors and 
management of Xero are using their best endeavours 
to ensure that Xero’s business plan and its milestones 
and targets are carefully thought through and are 
realistically set.

Full details of the Share offer are set out in this offer 
document and it should be read carefully in its 
entirety before making an investment decision.

on behalf of the directors, I commend this Share 
offer to you and, if you do decide to invest, welcome 
you as a shareholder of Xero.

yours sincerely

phil norman
chairman

“thIs Is an excItIng opportunIty     to partIcIpate In a hIgh-qualIty, entrepreneurIal  
new zealand software company that has the potentIal to become a sIgnIfIcant 
player In Its chosen geographIc markets.”

dear Investor on behalf of the dIrectors of xero, I am pleased  
to present you wIth thIs opportunIty to Invest In a new zealand 
technology venture.
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rod drury
hamIsh edwards

FoUNderS’
LetterS
11 may 2007
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dear Investor as an owner of several small  
businesses myself, it was obvious to me that there 
was not an accounting product available in the 
market that provided a daily focus on cash flow with 
the ease of use that most small businesses need.  
In my businesses, I place a high value on the input of 
advisers. It frustrated me how difficult it was to share 
the numbers with my accountant, hamish edwards, 
who acted as the virtual CFo for afterMail.

as a technologist, I have been watching new web 
development technologies evolve. the time is now right 
for a change that re-defines the economics of delivering 
business systems to small and medium sized enterprises.

as an entrepreneur who has founded, built and 
sold a number of companies, I have been looking for 
an opportunity to build a long-term global business 
from New Zealand – a real example of New Zealand’s 
knowledge economy. Web based SMe accounting 
provides an opportunity to do this.

the decision to proceed with an IPo at such an 
early stage is not a decision we have taken lightly. 
however, the opportunity for Xero has arrived. going 
public is the best path if we are going to credibly enter 
overseas markets with the resources it takes to be 
successful.

I hope you will join us on our journey.

yours sincerely

rod drury 
founder and ceo

dear Investor together, rod and I decided 
to set out to re-define the ways accounting can  
work for small and medium sized enterprises.  
these organisations make up a high percentage  
of the number of businesses operating in most 
countries, employing, in some instances, up to  
two-thirds of the workforce.

typically, these businesses are privately owned 
(often by the founder, their family or a small group 
of investors) and are often sensitive to shifts in their 
balance sheet and cash flow. accordingly, the ability 
to monitor financial performance and plan is very 
important. Based on my own experience, businesses 
of this size generally do not have the tools or resources 
to tell them easily and quickly what they need to know 
about their financial position and performance.

With Xero, we have developed an accounting 
system that is connected to the business in real-time 
and is, therefore, able to tell business owners what 
they most need to know, when they most need to 
know it – simply, effectively and economically.

We believe we have developed an online 
accounting system that is versatile enough to be used 
by a range of businesses across the world.

We have already received a strong response in  
New Zealand, not just directly from potential SMe 
customers, but also from accountancy firms and 
financial institutions, who we believe will become 
important advocates for Xero.

We hope you will choose to invest in Xero and share 
our vision to create an international software company.

We invite you to join us on this exciting journey.

yours sincerely

hamish edwards 
founder and cfo

“the tIme Is now  
rIght for a change 
that re-defInes the 
economIcs of 
delIverIng busIness 
systems to small  
and medIum sIzed 
enterprIses.”

“we have developed 
an accountIng 
system that Is 
connected to the 
busIness In real-tIme 
and Is, therefore, 
able to tell busIness 
owners what they 
most need to know.”
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advisers become proactive partners  
with access to customers’ real-time data, 

meaning less time collating data and  
more time to interpret and use the information.

collaborate

��



Investors should also refer to the 
detaIled InformatIon outlIned In the 
sectIon headed “answers to Important 
questIons” on pages 72 to 79.

the share offer Xero is offering for subscription 
15.0 million Shares under the Share offer at an  
offer Price of $1.00 per Share with the ability to  
accept oversubscriptions of up to $3.0 million 
(representing a further 3 million Shares at the offer 
Price). accordingly, Xero is seeking to raise up to  
$18.0 million, inclusive of oversubscriptions.

the Shares are being offered to New Zealand 
resident institutional, professional and retail investors.

minimum offer amount the minimum amount 
which must be raised by Xero through the issue of 
new Shares under the Share offer is $10.0 million, 
being 10 million Shares at the offer Price. If valid 
acceptances for the minimum subscription amount 
are not received by the Closing date, Xero will 
withdraw and cancel this Share offer, in which case 
all application monies received will be refunded (with 
interest, if any) within six business days after the 
Closing date.

share offer not underwritten the Share offer 
is not being underwritten.

allocations approximately 5.0 million Shares  
(representing one third of the number of Shares being 
offered under the Share offer) have been reserved for 
allocation to certain private investors, industry 
influencers, accountants, high net worth individuals 
and New Zealand institutions. 

In addition, the Independent directors of Xero 
intend to subscribe, in aggregate, for 1.35 million 
Shares made under the Share offer at the offer Price. 
the Independent directors do not guarantee nor 
undertake any liability in respect of the Shares.

the balance of the Shares under the Share offer, 
being approximately 8.65 million Shares, will be 
made available to clients of First NZ Capital and to 
any other applicants. 

the Joint organising Sponsors reserve the right to 
make further allocations at their discretion.

��

thIS oFFer doCUMeNt IS a CoMBINed INveStMeNt 
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the FoLLoWINg SeCtIoN oUtLINeS the MaIN 
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selling restrictions on existing shareholders 
each of the existing Shareholders in Xero is restricted 
from disposing of the legal or beneficial ownership 
of the Shares held or controlled by them as at the date 
of this offer document for a period of 12 months from 
the date that Xero’s Shares are first quoted on the NZSX.  

this restriction is contained in a deed of embargo 
entered into by each existing Shareholder and Xero.  
the deeds provide that the existing Shareholder 
may only dispose of their legal or beneficial ownership 
of those Shares within the 12 month embargo period 
with the approval of Xero (and in respect of Shares 
held, respectively, by trusts of rod drury and hamish 
edwards, with the approval of Xero and the Lead 
Broker) or to an offeror who has made a successful full 
or partial takeover offer to all Shareholders under  
the takeovers Code. 

reasons for the ipo the directors have decided to 
raise the capital needed for the further development 
of Xero’s business through a public offer because they 
believe it is the most appropriate means of obtaining 
the funding required to enable Xero to execute its 
business plan. 
this Share offer will:

• Provide Xero with the funding required to grow its 
business in New Zealand and to gain initial market 
entry in the UK and australia.

• Provide visible reporting which should show that 
Xero is a well capitalised company, with committed 
shareholders, and long-term growth ambitions as a 
public company. this should help instil confidence 
amongst Xero’s customers about its offering and 
help to further accelerate the implementation of 
Xero’s business plan.

• Provide Xero with the ability to base its business in 
New Zealand and create an opportunity that is 
attractive to international talent, including high 
quality New Zealand It professionals.

• allow Xero to utilise public company governance 
structures to create a high-quality reporting and 
control environment, and provide a good base from 
which Xero can pursue the international growth of 
its business.

• Further raise Xero’s profile.
the directors believe that if Xero were to remain a 
privately owned company based in New Zealand, 
without an appropriate level of funding and the profile 
and transparency which comes with being a public 
company, it would not be able to capitalise on the 
immediate international opportunity for Xero that 
exists right now.

use of proceeds from the ipo the proceeds from 
this Share offer will be used by Xero over the next 
three years to:

• grow customer numbers in New Zealand with the 
aim of firmly establishing Xero as New Zealand’s 
leading online accounting system provider to SMes.

• recruit additional staff to grow the business, 
including personnel in the UK and australia.

• Invest in the operational infrastructure required to 
scale the business.

• Provide working capital to sustain the operations 
of the business while Xero builds monthly recurring 
revenue streams.

although it is intended that the proceeds from the  
IPo will be used for the above purposes, the directors 
are aware that Xero, like any early stage company, 
needs to be flexible with its strategies, plans, targeted 
milestones, operations and affairs so that it can, 
quickly and at short notice, respond to change, such 
as changes in the accounting or software industries, 
its competitive environment and insights it gains 
about its operations, costs and investment 
requirements as the business grows. accordingly, 
Xero’s strategies, plans, targeted milestones, 
operations and affairs, as described in this offer 
document, are very much subject to change as Xero 
seeks to evolve from a start-up company into an 
established business. 

the directors believe that the amount raised 
under this Share offer will enable Xero to pursue  
its current business strategy. however, events such  
as a change in strategy, financial performance not 
meeting expectations or a desire to accelerate its 
expansion plans may require Xero to raise further 
capital in the future.

summary of the share offer structure

Opening and Closing Dates the opening date of the 
Share offer is 14 May 2007 and the Closing date is  
30 May 2007. Xero may vary these dates at its discretion.

Pricing the offer Price for the Shares is $1.00 per Share.

How to Apply applications for Shares must be made 
on the application Form contained in or accompanying 
this offer document.
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application Forms must be completed in full and 
submitted in accordance with the instructions set out 
below and on the page preceding the application Form.

an application will constitute an irrevocable offer by 
the applicant to subscribe for the number of Shares 
specified in the application Form, or such lesser 
number of Shares as may be allocated to it, on the 
terms and conditions set out in this offer document 
and the application Form. By submitting an application 
Form, applicants agree to be bound by those terms 
and conditions and the Constitution of Xero.

Minimum Applications applications under the Share 
offer must be made for a minimum of 1,000 Shares 
and, thereafter, in multiples of 500 Shares.

Application Monies all applications must be 
accompanied by payment in full for the total number 
of Shares applied for at the offer Price.

Cheques must be drawn on a registered  
New Zealand bank, must be crossed “Not transferable” 
and should be made payable to “Xero Share offer”.

application monies will be banked upon receipt 
into a designated bank account and held on trust 
pending the allocation of Shares. the banking of such 
monies does not constitute confirmation of the 
allocation of any Shares to the successful applicants.

applicants should ensure that sufficient funds are 
held in the relevant account to cover the cheque which 
accompanies their completed application Form. 
allocations of Shares will be made on the assumption 
that an applicant’s cheque will clear. If an applicant 
fails to make payment for the Shares under the 
Share offer, or an applicant’s cheque fails to clear, 
then the allocation of Shares to that applicant may 
be cancelled.

Where and When to Lodge Applications 
applications must be received by Link Market Services 
Limited, Po Box 91976 auckland 1142 (Level 12, 120 
albert Street, auckland) by 5.00pm on 30 May 2007.

applications through the Lead Broker and other 
Primary Market Participants must be lodged with the 
Lead Broker or other Primary Market Participant, in 
sufficient time to reach Link Market Services by no 
later than 5.00pm on 30 May 2007.

Xero may elect to close the Share offer early, or 
extend the Share offer, or accept late applications 
either generally or in particular cases. the Share offer 
may be closed at any earlier date and time, without 
further notice. applicants are, therefore, encouraged 
to submit their applications as early as possible.

Allocation Policy the allocation of Shares to 
applicants will be at the discretion of Xero. Xero may, 
at its discretion, reject any application (in whole or 
part) without giving any reason.

Notification of Allocations applicants should 
ascertain whether Shares have been allocated to them 
under this Share offer before trading in the Shares. 
applicants will be able to do so from 9.00am on 5 June 
2007 by calling the Share registrar, Link Market 
Services, on (09) 375 5998. applicants will also be able 
to confirm their allocation (if any), through the 
Primary Market Participant from which they sought or 
received their allocation of Shares.

applicants will be sent notices of allocation on  
5 June 2007.  any refunds for unsuccessful applications 
for Shares will be posted no later than  
8 June 2007. 

an applicant does not have any interest in, or right 
to entitlement to, any Share under this Share offer 
unless and until, and then only to the extent that, 
Shares are allotted to that applicant by Xero.

If you sell Shares before receiving an initial 
allotment notice, you do so at your own risk, even 
if you obtained details of your holding through the 
Share registrar or confirmed your allocation through 
a Primary Market Participant or otherwise. Neither 
Xero nor any of its directors, officers, employees, 

thIS IS aN IMPortaNt doCUMeNt. IF yoU are IN aNy doUBt aS to hoW to 
deaL WIth thIS oFFer doCUMeNt, PLeaSe IMMedIateLy CoNtaCt a PrIMary 
MarKet PartICIPaNt, aN aCCoUNtaNt, or a FINaNCIaL advISer.
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consultants, agents, partners or advisers accepts  
any liability or responsibility should any person 
attempt to sell or otherwise deal with Shares before 
the allotment notice showing the number of Shares 
issued to the applicant is received by the applicant  
for those Shares.

Refunds Money received in respect of applications that 
are declined in whole or in part will be refunded in 
whole or in part (as the case may be) without interest.  
refunds for unsuccessful applications will be posted 
within five days after the allotment date of the Shares.

Selling Shares on the NZSX Xero will not issue Share 
certificates to successful applicants. Xero will instead 
participate in the FaSter system. FaSter is a 
comprehensive system for recording and completing 
the transfer of securities listed on the NZSX. FaSter 
provides for paperless settlement and full electronic 
transfer of securities.

brokerage No brokerage or commission is payable 
by applicants for Shares issued to them under the 
Share offer.

Xero will pay a fixed brokerage fee of $240,000 to 
First NZ Capital Securities Limited. No brokerage will 
be paid by Xero other than the brokerage fee payable 
to First NZ Capital Securities Limited.

In addition, First NZ Capital Securities Limited will 
receive a management fee of $100,000 in respect of 
the Share offer by way of the issue of Shares by Xero 
under the Share offer. First NZ Capital Securities 
Limited does not guarantee or undertake any liability 
in respect of the Shares.

new zealand exchange listing application has 
been made to NZX for permission to list the Shares, 
and all the requirements of NZX relating thereto that 
can be complied with on or before the date of this 
offer document have been duly complied with. 
however, NZX accepts no responsibility for any 
statement in this offer document. Initial quotation of 
the Shares is expected to occur on 5 June 2007. NZX 
has authorised Primary Market Participants to act on 
the Share offer.

overseas investors the Share offer is only being 
made to members of the public in New Zealand. No 
person may offer, invite, sell or deliver any Shares or 
distribute any documents (including this offer 
document) to any person outside New Zealand.

Unless otherwise agreed with Xero, any person or 
entity applying for Shares in the Share offer will, by 
virtue of such application, be deemed to represent 
that he, she or it is not in a jurisdiction that does not 
permit the making of the Share offer or an invitation 
of the kind contained in this offer document and is 
not acting for the account or benefit of a person 
within such a jurisdiction. Neither Xero nor any of its 
directors, officers, employees, consultants, agents, 
partners or advisers accepts any liability or 
responsibility to determine whether a person is able to 
participate in the Share offer.

important document If you are in any doubt as  
to how to deal with this Offer Document, please 
immediately contact a Primary Market Participant, 
an accountant, or a financial adviser.
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xero is accessible any time through 
any internet connection in the world. 
xero’s login is secure and all data is 
automatically backed up.

connected

2�



sectIon 2

Xero’S MarKet 
oPPortUNIty 
& CoMPetItIve 
PoSItIoNINg

“It IS treMeNdoUS to  
See a NeW ZeaLaNd 
CoMPaNy SUCh aS Xero 
BUILdINg a BUSINeSS oN 
NeW ZeaLaNd CreatIvIty 
aNd INgeNUIty, aNd  
WIth a BIg aSPIratIoN –  
to BeCoMe a  
‘MULtI-NatIoNaL’ ” 
chrIs lIddell 
cfo – mIcrosoft
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developments in technology innovation 
there are few industries where the dynamics change 
as quickly and as often as in the ICt industry. In the 
space of around 20 years, the ICt industry has moved 
from expensive mainframe computing, to mini 
computers, to PC’s, to the Internet.  Software has 
migrated from central computing, to client server to 
now starting to become web-based. 

each major shift provides opportunities for those 
who identify the trends and deliver products to the 
market early. Xero should have an early mover 
advantage in the provision of Internet-based 
accounting systems if it moves now.

the software as a service model (“SaaS”) that  
Xero has adopted provides an innovative means of 
supplying software to a large fragmented market.  
It is a model that is validated by international 
companies such as Salesforce.com with its customer 
relationship management (“CrM”) software, 37signals 
with its project coordination tool called Basecamp, 
and by Concur with its travel and expense 
management software.

at the same time, the distributive power of the 
Internet has enabled global brands to develop in the 
consumer technology space that have attracted 
strong customer support.  MySpace (social 
networking), youtube (video sharing), Skype (social 
networking, including voIP) and Flickr (photo sharing), 
all demonstrate how a large customer base can be 
developed at a low cost over the Internet through 
accelerated online and word of mouth marketing. the 
network effects of “group forming networks” and 
“user generated content” have seen rapid growth of 
simple applications over the Internet. 

the directors believe that the software needs of SMes 
are now moving closer to consumer software, and 
away from the traditional enterprise software and the 
existing SMe technology products generally available 
today. Consumer software requirements are simple – 
they are mass market by nature, have low 
customisation, are easy to implement, easy to use, 
easy to learn, easy to try and easy to buy.  Xero believes 
that SMes don’t want to be concerned with technical 
issues such as backups, upgrades and configuration. 

Based on the observation of these trends, the 
directors believe Xero’s SaaS business model is 
appropriate for, and will be attractive to, SMes.

this belief is supported by the findings of gartner 
Inc. (a leading international technology research 
company). gartner Inc. estimates that the SaaS market 
represented approximately 5% of business software in 
2005, but by 2011, around 25% of new business 
software will be delivered through the SaaS model. 
gartner Inc. further estimates that while the 
worldwide SaaS market had reached US$6.3 billion in 
value in 2006, it is forecast to grow to US$19.3 billion 
by the end of 2011.2 

Prior experiences in both consumer technology 
and the enterprise software sectors by various 
members of Xero’s management team have enabled 
Xero to tailor its product for SMes.

xero’s significant online accounting market 
opportunity Xero represents an opportunity to 
invest in a company that intends to target selected 
international SMe markets. SMes are the most 
common form of business organisation. In oeCd 
countries, they constitute over 90% of all businesses 
by number.3

Unlike many other software systems, which are largely 
optional, accounting systems are almost a necessity 
for SMes. accounting systems should assist in making 
key business decisions and reducing the burden of 
administrative compliance. 

Xero’s initial strategic focus will be on three 
countries – New Zealand, the UK and australia. It is 
estimated that the number of SMes in these regions is 
around 5.8 million, split as follows: UK, 4.3 million4; 
australia, 1.2 million5; and New Zealand, 322,000.6 In 
each case, Xero’s initial focus will be on key market 
segments which it believes, through its research and 
experience to date, are likely to be early adopters of its 
offering: technology companies, professional services 
firms (including accounting practices) and not-for-
profit organisations.

In New Zealand the adoption of the Internet is 
gaining traction. In March 2007, around 1.9 million 
New Zealanders aged 15 or older used the Internet, 
viewing around 3.6 billion pages of content. the 
average Internet user went online every other day and 
spent a total of 20.4 hours online during the month.7 

Xero commissioned ernst & young to undertake 
research into the finance and accounting systems 
market in New Zealand. Based on Xero’s knowledge, 
its own research and analysis, and the results of ernst 
& young’s research, Xero believes that the value of the 
market for finance and accounting systems by 
businesses in New Zealand with less than 100 
employees is worth at least $260 million per annum. 
Xero also estimates that between 10% and 30% of 
such businesses do not currently have access to 
accounting systems. this equates to a market 
potentially worth up to $90 million.

2   source: news release by gartner inc., 3 october 2006.   3   source: oecd sme and entrepreneurship outlook – 2005 edition.   4   source: uk department of trade & industry, news release, 31 august 2006. the definition of smes in the uk refers to organisations 
with less than 50 employees. xero’s definition of smes for the new zealand and australian markets refers to organisations with less than 20 employees.   5   source: sme business forum 2007, australia.   6   source: nz ministry of economic development report 
– smes in new zealand: structure and dynamics, may 2006.   7   source: press release by comscore, 26 april 2007.  
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there are estimated to be three times as many SMes in 
australia and over 13 times as many in the UK, as in 
New Zealand. the directors therefore believe that 
there is a significant market opportunity in these 
targeted markets. this belief is supported by the size of 
some of the larger competitors that address the 
accounting software market.

competitive landscape the market for accounting 
systems for the SMe market is large, but fragmented.

Whilst there are established providers of 
traditional accounting software packages in Xero’s 
target markets, the directors are not aware that any 
of the larger competitors to Xero have completely 
adopted a SaaS model. the directors believe that the 
products offered by Xero’s most likely potential 
competitors are predominantly focused on traditional 
methods of software delivery encompassing an up-
front licence fee, software upgrades and ongoing 
maintenance and services charges. SaaS is a 
fundamental shift from how software is traditionally 
delivered; it requires new technology architectures 
and the nature of customer relationships are different. 

the directors believe that larger competitors are 
not as well placed to completely change their business 
models to the SaaS model which Xero offers. If so, this 
situation provides a good opportunity for Xero as a 
fast moving, unencumbered new entrant, operating 
from a low cost of sale environment to firmly establish 
itself in the marketplace.

the leading providers of accounting software 
packages tend to be large international companies, 
including MyoB (in australia), Sage (in the UK) and 
Intuit (in the USa). these companies are listed on 
stock exchanges in their respective countries. Some of 
their financial metrics are as follows:

Some further information on MyoB, Sage and  
Intuit follows9:

MYOB – founded in 1991, MyoB is listed on the 
australian Stock exchange. It has operations in nine 
countries, including australia, New Zealand, asia and 
the UK. MyoB’s historic focus has been on offering 
accounting packages to businesses with less than 20 
staff, but it has recently been expanding into the 
medium segment, targeting businesses employing 
between 20 and 200 staff. 

MyoB’s client base includes more than 500,000 
businesses. MyoB’s acquisition, in 2004, of Solution 6, 
boosted its offering to include practice management 
software that is used by over 10,000 accounting firms.

MyoB has established MyoB ondemand, which is 
the exclusive australasian distributor of the NetSuite, Inc. 
(“NetSuite”) range of online business applications. 
NetSuite is a USa based company providing hosted 
business management systems and has more than 
9,000 customers worldwide. NetSuite’s applications 
include accounting, enterprise resource planning (“erP”), 
CrM and eCommerce solutions. the investors in MyoB 
ondemand include MyoB and some third parties.

MyoB has adopted a strategy that includes growth by 
acquisition and since 2000 has completed 10 acquisitions.

Sage – founded in 1981, Sage is listed on the London 
Stock exchange, forming part of the FtSe 100. 
originally focused on the UK market, Sage has 
replicated its model in a number of markets around 
the world, including New Zealand and australia. 

Sage’s product portfolio was initially focused on 
accounting software but as the business has grown, it 
has increased the scope of its offering to encompass 
other business solutions such as payroll, human 
resources, customer relationship management 
(“CrM”), merchant services and medical practice 
management software and services. Sage’s main 
focus is on the small and mid-market business 
software market, with companies that employ less 
than 100 staff, although it also has offerings for larger 
businesses. It has grown its customer base from 
around one million customers in 1998 to over five 
million customers in 2006.

metrics of leading accounting software providers
	 Market	capitalisation	 	 Annual	revenue	recorded	
Company	 as	at	1	May	2007	 Balance	date	 from	last	full	year	accounts8

MyoB a$473 million 31 december 2006 a$182.3m

Sage £3.4 billion 30 September 2006 £935.6 million

Intuit US$9.7 billion 31 July 2006 US$2.3 billion

the software as a servIce model that 
xero has adopted provIdes an InnovatIve 
means of supplyIng solutIons to a large 
fragmented market.
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the directors understand that Sage has released an 
online product, which is a hosted version of a Sage 
desktop product. this is accessed using Citrix software 
installed on the customer’s computer and therefore 
this offering does not completely adopt a SaaS model.

Sage has adopted an acquisition strategy to 
expand its business outside the UK and has acquired 
16 businesses in the last five years. 

Intuit – founded in 1983, Intuit is listed on NaSdaQ. 
It has offices in the USa, Canada, the UK, India and 
other locations. Intuit’s offering includes the provision 
of business and financial management solutions for 
SMes, financial institutions (including banks and credit 
unions), consumers and accounting professionals.  
Its products and services include QuickBooks, Quicken 
and turbotax software. there is an online version  
of the QuickBooks product. the directors understand 
that the software is installed on the customer’s 
computer and requires Microsoft Windows, Internet 
explorer and an activeX component download.

Intuit has over 17 million customers worldwide.  
In New Zealand and australia, Intuit’s products are 
distributed by an australian company, reckon Limited. 
these products include Quicken, which is targeted at 
personal use customers and QuickBooks, which is 
Intuit’s product for SMes.

Intuit Inc. has made 14 significant acquisitions 
since 2000.

there are many other companies already providing 
a range of accounting software products in  
New Zealand, the UK and australia. however, many 
of these companies have legacy products with small 
installed customer bases. 

examples of private companies in New Zealand 
offering products to the marketplace include BankLink 
Limited, MoneyWorks NZ Limited and Plusfactor 
Solutions Limited.

the directors are also aware that there are many 
other companies who could potentially compete with 
Xero in the SMe market. For example, SaP, oracle and 
Microsoft also offer accounting software packages to 
the international marketplace. however, the directors 
understand that the core focus of these companies is 
predominantly on businesses with more than 50 
employees, although Microsoft already has an 
offering tailored to the SMe market in the USa. 
additionally, Xero may face competition from 
competitors of which the directors are not currently 
aware, or from new competitors in the future.

the potential response of any of Xero’s competitors 
to Xero’s online offering is unknown and may impact 
on Xero’s business and growth prospects.

xero’s competitive positioning the SaaS model 
adopted by Xero is a fundamental change from the 
existing providers of accounting software 
applications. this creates a good opportunity for Xero, 
as a fast moving, new entrant unencumbered with 
legacy applications and business models.

the directors believe that Xero can create a strong 
market position for itself in the online accounting 
software sector if it captures the opportunity that 
currently exists. Xero has already recruited an 
experienced team, has a compelling business model,  
a product available for full market release in the 
second half of 2007, a developing brand and some 
key business relationships to help it succeed.

however, it needs to move quickly with an 
appropriate level of capital to establish its business 
in New Zealand and then credibly enter its targeted 
overseas markets. 

In the markets that Xero proposes to target, 
the directors believe that Xero will be the first public 
company completely focused on a web based, SaaS 
offering for SMe accounting. 

8   source: annual reports from each of myob, sage and intuit, based on their respective accounting policies. these may not be comparable 
to the accounting policies of xero.   9   information on myob, sage and intuit has primarily been sourced from their respective websites.
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xero has been designed from the ground up 
with customers and their advisers in mind. 
it’s intuitive and it’s built to perform.

sImplIcIty
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accounting for success Xero provides an online 
accounting system that provides SMes with a clear 
picture of the money that flows in and out of their 
businesses, helping them maintain an accurate 
picture of their financial situation at all times via the 
Internet. Using Xero, SMes can import their bank 
transaction information, which saves significant time 
and moves SMes into real time accounting. as with 
online banking, Xero can be accessed through the 
Internet anywhere at any time. 

Xero’s product has been designed to output screen 
sized pages and work acceptably on broadband, dial 
up and mobile data speeds.

the Xero system currently includes features such as 
bank transaction importing, a cashbook, a general 
ledger, invoicing, accounts receivable, accounts payable, 
gSt, financial reporting and management of expense 
claims. the system is currently targeted at businesses 
and organisations with less than 20 employees but, in 
due course, is intended to be able to support enterprises 
with up to 50 and more employees.

there is an active roadmap of new features and 
product enhancements to be developed and released.

Since November 2006, Xero initiated a pre-release 
phase with 140 live users to ensure that, as each 
feature of the software was completed, it met the 
requirements of SMes. Upon successful completion of 
this pre-release phase, Xero has admitted more than 
100 paying customers since 1 april 2007 as part of a 
limited release while it builds further operational 
capability. Further paying customers will be accepted 
during the next few months. It is expected that 
sufficient operational capability, including sales, 
marketing and customer support, will be in place in 
august 2007 to enable an unconstrained formal 
launch of the product in New Zealand.

With minimal marketing to date, Xero has developed 
a pipeline of potential customers and confirmed the 
operational capability of, and the demand for, the 
Xero product.

xero’s product the pictures overleaf provide an 
illustration of Xero’s product. 

key benefits of xero’s product offering  
Xero’s accounting system is different to most installed 
SMe accounting systems currently available in the 
marketplace in the following important ways:

• It is easy to use – limited training is required and 
the product is customer friendly. It is also built to 
save the SMe time so it can spend more time 
managing and running its business and less time 
on accounting matters.

• It is available online – there is no software to 
install. as with online banking, Xero is accessible 
any time through any Internet connection in the 
world. Xero’s login is secure, it is insulated from 
viruses and spyware and all data is automatically 
backed up. 

• It is cost effective – a pay as you go and pay as you 
grow pricing model. It is comparatively inexpensive, 
requires no server, no backups, minimal training, low 
cost support, no data transfer delays or 
synchronisation issues, and provides automatic 
software upgrades for customers.

• It maximises access to advisers – enables an SMe 
to easily share information with its advisers. an 
SMe’s bookkeeper, accountant, and other advisers 
can access information any time, anywhere to help 
provide real time advice.

sectIon 3
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• It assists decision making – provides immediate 
visibility of important information (such as real 
time cash flow information) for SMes to run their 
businesses and make informed decisions.

• Continuous innovation – Xero can continually 
innovate its software product and be driven by 
customer requirements and competitor 
movements. Innovations can be built into the 
system without having to rollout an upgrade or 
installation to users and without disrupting the 
customer’s use of the system.

• It is easy to switch to Xero – there should be 
minimal cost for an SMe to switch to Xero from 
another accounting system.

overall, Xero should improve an SMe’s business by 
assisting with the quality and timeliness of 
information and by providing best practice guidelines.

For accountants, Xero allows greater efficiency so 
the adviser can handle more customers and build the 
‘trusted adviser’ relationship, creating the opportunity 
to add value for its clients.

“the xero product wIll change the way 
chartered accountants work wIth theIr 
clIents – whether It’s technIcal assIstance 
or busIness advIce. usIng xero, chartered 
accountants wIll have access to tImely and 
relevant InformatIon upon whIch they can 
buIld a relatIonshIp based around value to 
theIr clIents rather than beIng glorIfIed 
number crunchers.”
robert cross 
dIrector – ‘bIg four’ accountIng fIrm
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xero’s organisation structure as at 30 april 
2007, Xero employed 27 staff (including its 
Founders and executive directors, rod drury and 
hamish edwards). 

as a company whose business is based on 
intellectual property, human capital is Xero’s most 
important asset. having owned and managed a 
number of successful businesses, the Founders of  
Xero have broader objectives than creating a team  
to build a successful business. these include:

• a desire to create a sustainable and international 
business operating from New Zealand.

• Investing up front in the management team to 
create the foundations for pursuing international 
success.

• Providing New Zealand’s best It professionals with 
an opportunity to work in an international business 
based in New Zealand, as well as attracting new 
international talent – Xero can become an example 
of what New Zealand could offer as a centre of 
It excellence.

With a track record for success, the founders have 
managed to attract excellent talent, both from 
New Zealand and overseas.

Xero has established a UK advisory Board of senior 
UK executives to assist with Xero’s market entry 
strategy into the UK market. they are not directors 
of Xero.

xero’s business model Xero’s adoption of the SaaS 
model provides a cost effective way to deliver an 
accounting system that is focused on the SMe market, 
is robust, is internationally scaleable and offers ongoing 
customer support. the SaaS model is becoming 
recognised internationally as a method of supplying 
otherwise expensive technology solutions to SMes. 
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SaaS suits the frequent legislative changes common  
in business environments. Such changes are a 
major issue currently on the agenda for businesses  
in australia.

US-based salesforce.com, Inc. is perhaps the best-
known international example of the SaaS model. 
It allows users to access its sales force automation 
software product in return for a fixed monthly fee. 
salesforce.com, Inc. was founded in 1999 and is listed  
on the New york Stock exchange. Its business model 
has helped it grow quickly; for the year ending  
31 January 2007 it recorded revenues of $US497  
million (an increase of over 60% from the previous 
corresponding period)10 and as at 1 May it had a 
market capitalisation of $US4.7 billion. While Xero’s 
offering is focused on online accounting software, 
rather than sales force automation software, the 
business models are similar.

one of the advantages of the SaaS model is that 
once an installed customer base exists, it provides a 
degree of predictability to Xero’s revenue stream. 
other key advantages for Xero include:

• Low infrastructure costs and continuous 
innovation – all development and maintenance, 
and many customer queries, can be undertaken 
centrally in New Zealand, even though it is 
anticipated that Xero’s customers will be spread 
throughout New Zealand, australia and the UK. 
Innovations can be built into the system without 
having to rollout an upgrade or new installation, 
and without disrupting the customer’s use of 
the system.

• reduced customer acquisition costs – the SaaS 
model will enable Xero to use technology to 
eliminate impediments to scale, thus reducing 
customer acquisition costs.
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customer service – a key differentiator 
for smes a key determinant of Xero’s success will be 
its customer-care model. Market research has 
indicated support is a key criteria for SMes. therefore, 
Xero proposes to adopt the following three ring 
support model which maximises customer support 
while limiting resource demands on Xero:

• First – developing a customer support community 
using online forums. this model has been adopted 
by Microsoft and provides SMe owners with free 
support for common questions. 

• Secondly – customers with advisers will be initially 
directed to their adviser for support queries. In 
turn, Xero will support the advisers with training 
and second level support.

• thirdly – customers can contact Xero directly  
by email to lodge a phone support call request. 
Xero will communicate electronically with 
customers about when they can expect a call  
and then respond to that request. there may also 
be a premium telephone support option.

Customers signing up with Xero will undertake a web-
based tutorial that will explain how to use the system 
and access the support forums. 

Xero currently has a customer support team based 
in Wellington. It intends to establish local customer 
support teams in each jurisdiction in which it 
establishes its business, leveraging off the  
New Zealand support knowledge base. this should 
allow Xero to provide extended hours support 
coverage to its international customer base.

xero’s go-to-market strategy Xero’s go-to-
market strategy is a combination of direct online sales 
and alliance partnerships.

Xero intends to establish its operating capacity, 
develop processes for managing scale and refine its 
marketing approach in the New Zealand market 
before applying this to the UK and australian markets. 

Xero also plans to recruit staff in the UK and 
australia in the near future to confirm local market 
requirements and commence development of the UK 
and australian editions of the software. 

In New Zealand, Xero initially plans to directly 
target the following groups of SMes with its online 
accounting software offering:
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uk advisory board

• hi-tech companies – in New Zealand, the hi-tech 
community includes more than 9,000 businesses 
of which over 8,500 have revenue of less than  
$1 million per annum.11 the directors believe these 
businesses are SaaS ready, and as such, are likely to 
be early adopters of Xero.

• Professional service firms – who need integration 
between their general ledger, time recording, work 
in progress (WIP) management and invoicing 
systems. the accountants themselves fall into this 
category and are key influencers. the New Zealand 
Institute of Chartered accountants currently has 
around 29,000 members.12 Xero’s strategy is to 
empower the accounting community with a 
product that enhances their businesses.

• Not-for-profit organisations – which typically need 
low-cost solutions and many suit a web-based 
accounting model, especially where the accounting 
administrator may frequently change. 

• Spreadsheet and ‘shoebox’ customers – these 
entities do not yet operate an accounting system, 
instead they use spreadsheets or file away their 
accounting records until balance date. these SMes 
are potentially looking for an easy, inexpensive, 
web based solution which Xero offers.

Professional online auction traders, property investors, 
franchisers and tradespeople are further examples 
where community targeted strategies can be 
deployed by Xero.

partnering strategy Xero plans to develop an 
effective partnering programme to sell the Xero 
system through its partners. this will provide Xero 
with scaleable growth opportunities as well as lower 
costs of sale. 

the intended partners include accountancy firms, 
financial advisers, financial institutions, Internet 
Service Providers (ISPs), sector, industry and trade 
association groups. these are all organisations that 
have day-to-day contact with large penetrable 
customer bases. 

10  source: salesforce.com, inc. annual report for 2007.   11   source: new zealand trade and enterprise annual enterprise survey, 2005   12   source: new zealand institute of chartered accountants annual report, 2006.

hamish edwards (cfo)
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anthony bishop (sales director) 
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Product	development
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phil norman* (chairman) 
graham shaw* 
guy haddleton* 
sam morgan* 
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Partners will be rewarded through a structure that will 
encourage them to promote the Xero product to their 
customers. Xero intends to employ account executives 
initially in New Zealand and then in the UK and 
australia to focus on building relationships with new 
partners and to generate customer demand through 
this channel.

Xero is working with a number of New Zealand 
retail banking institutions to gain automated access 
to customer banking transactions and will seek to 
establish further such relationships over time. Xero 
is also working with a number of New Zealand 
chartered accountancy firms to assist with the 
endorsement of Xero.

Xero is completing the work required to be a 
Microsoft gold Partner, just as the Founders have 
done with previous technology companies. as a 
Microsoft gold Partner, Xero will be able to participate 
in joint promotional opportunities through the 
Mircosoft community.

the creation and continued development of 
partnering relationships will be a key factor in 
assisting Xero to establish its business and grow its 
customer base.

operational support systems to support its 
application and the SaaS model, Xero has developed a 
comprehensive and evolving suite of back office 
functionality to manage its business and drive the 
marginal cost of each new customer to the lowest 
possible amount. 

Xero will focus a significant proportion of its 
development efforts on these processes and systems 
because Xero’s capacity for increasing the scale of its 
business internationally will depend on them.

security Xero hosts its data at third party data 
centres and is using a number of third parties to 
undertake regular security audits. Xero believes that, 
as an online software business, it is imperative that it 
makes continued investment in its security processes.

intellectual property Xero has an intellectual 
property strategy, which will be regularly reviewed 
by the directors.

all intellectual property used by Xero is either 
owned by it or licensed from a third party. the Xero 
logo and brand has been trademarked by Xero in  
New Zealand. the xero.com domain name has been 
secured by Xero.

technium challenge finalist Xero has recently 
been selected as New Zealand’s finalist in the 
worldwide technium Challenge to be held in Wales, 
UK, in late May 2007. the competition is being 
organised by technium UK and International Business 
Wales to award one high-growth international 
technology company a UK business passport to  
assist them to open an office in Wales and enter  
the UK market. 

Xero will compete with companies from australia, 
China, France and South africa.

technium UK (on behalf of International Business 
Wales) stated that while it was impressed with the very 
high standard of the presentations of the four New 
Zealand finalist companies, Xero clearly stood out from 
the rest in terms of its business proposition for 
expansion into the UK market, its exciting web-based 
and real-time collaborative accounting solution, as well 
as the overall strength of its management team.”13 

key milestones the directors have set the following 
key general milestones to be achieved during the next 
three years:

• Product – undertaking an unconstrained launch of 
the product in New Zealand during 2007 and 
creating UK and australian versions of the product.

• overseas expansion – establishment of in-market 
teams in both the UK and australia.

• operating systems – implementation of an 
international deployment platform architecture for 
the future establishment of Xero’s business in the 
UK and australia.

• Sales – achieving a sufficient number of 
domestic customers to enable Xero’s New Zealand 
operations to achieve a break-even level of 
profitability. 

• Customer satisfaction – conducting a customer 
survey and achieving results that meet or exceed 
customer satisfaction targets; and

• Partnering – achieving Microsoft gold Partnership 
status and developing further partnering 
agreements with financial institutions for further 
bank data feeds of customer transactions.

• recognition - gaining a number of international 
awards to further build credibility and achieving 
page one, unpaid google search results.

dependent on pricing, the directors assess, based on 
their current estimates of Xero’s cost base, that Xero’s 
New Zealand revenue will begin to exceed its New 
Zealand cost base at around 8,000 customers.  
however, Xero will also be investing in the 
development and growth of the business and 
pursuing expansion of the business into the UK and 
australia.  therefore, the directors do not currently 
expect that Xero will record an overall profit for at 
least three years.

13   source: media release by international business wales, 24 april 2007.
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the saas model Is 
becomIng establIshed 
InternatIonally 
as a method of 
supplyIng otherwIse 
expensIve technology 
solutIons to smes. 

the nature of Xero, as a start-up company, means that 
it needs to be flexible with its strategies, plans, 
targeted milestones, operations, and affairs so that 
it can, quickly and at short notice, respond to change, 
such as changes in the accounting or software 
industries, its competitive environment and insights  
it gains about its operations, costs and investment 
requirements as the business grows.  accordingly, 
Xero's strategies, plans, targeted milestones, 
operations and affairs, as described in this offer 
document, are very much subject to change as Xero 
seeks to evolve from a start-up company into an 
established business.
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no upfront costs or installation required  
– customers login and pay as they go.

 ...as you go
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phIl norman, Independent chaIrman 
(auckland) Phil is Managing director of Nortek 
Management Services Limited, a boutique business 
advisory firm providing mergers and acquisitions 
advice and business development services for  
growth companies. he has over thirty years 
experience in the ICt sector, having been an owner, 
manager, director and investor in a number of local 
and international companies. 

these roles have included the establishment, 
growth and successful exit of an accounting software 
company, Interactive applications Limited, which  
at the time the business sold was the market leader  
in New Zealand and australia; the establishment of 
the first New Zealand distributorship for Microsoft 
and then, subsequently, a sales and marketing 
management position in the start-up team for 
Microsoft New Zealand; a two year assignment  
for telecom New Zealand during which Phil was 
responsible for the conception and rollout of Xtra, 
telecom’s Internet Service Provider; and a five  
year term as executive Chairman of Strathmore  
group Limited, an NZX-listed technology 
investment company.

Phil also has considerable venture capital and 
investment banking experience. he was Chairman  
of the New Zealand venture Capital association 
during 2002 and 2003 and is currently a member  
of New Zealand trade & enterprise’s Beachheads 
advisory Board. he is also a board member of  
Connect New Zealand, a national development  
group established to enable the international growth 
of New Zealand based technology firms.

Phil holds an MBa degree from the University 
of auckland and is also a member of the Institute  
of directors in New Zealand, the New Zealand 
Institute of Management and the New Zealand 
Computer Society.

graham shaw, Independent dIrector 
(wellIngton) graham is a chartered accountant 
with 30 years experience in business. he provides 
commercial advisory services to SMes, mentoring 
advice to senior executives and sits on a number of 
corporate and not-for-profit advisory boards. 

graham spent 10 years with KPMg advising small 
and medium sized enterprises. he then joined Works 
Infrastructure where he held a number of finance 
roles before being appointed Chief executive, leading 
the organisation to substantial growth and successful 
expansion into australia. graham has also been Ceo of 
Kensington Swan, one of New Zealand’s national law 
firms.

graham has a Bachelor of Commerce from the 
University of Canterbury. he is a Fellow of the  
New Zealand Institute of Management, an accredited 
management mentor and a Companion of the 
Institution of Professional engineers of New Zealand. 

guy haddleton, Independent dIrector 
(mInneapolIs, usa) guy haddleton is co-
founder and chief executive of award winning US 
product innovator ascadia, which develops and 
markets products for consumer and business-to-
business markets. guy was founder, chairman and 
chief executive of enterprise performance planning 

software leader adaytum, from 1990 to 2002, which 
after expanding from market leader in the UK to 
europe, the USa and asia Pacific, was sold in 2002, 
for $US160 million.

Before adaytum, guy was managing director at 
London marketing and subscription management 
company tv direct. guy has also held senior 
management positions in the UK distribution industry, 
served as an officer in the New Zealand army and is an 
MBa graduate from the University of otago.

guy is currently based in Minneapolis, USa, after 
emigrating from New Zealand in 1985, but is now 
looking to spend a greater proportion of his time in 
New Zealand. 

sam morgan, Independent dIrector  
(wellIngton) Sam Morgan is best known for 
founding online auction website tradeMe which, 
in 2006, was sold for $700 million.

Sam started his career at deloitte Consulting 
before establishing tradeMe. 

Sam has also built online dating businesses  
in New Zealand, australia and Canada. he also 
runs New Zealand’s largest friend reunification 
site, old Friends. Sam’s ventures focus on three  
things – usability, empowering consumers and 
connecting people.

Sam is a thought leader in web based  
consumer applications.

Sam is an active investor in New Zealand 
companies with holdings in a number of successful 
technology businesses including ivistra technology 
and Sonar6. 

the board comprIses four Independent dIrectors as well as the two founders, 
rod drury (ceo) and hamIsh edwards (cfo).  background on the founders Is 
Included In the management profIles on page 43.

xero belIeves It has secured a strong board of dIrectors wIth a 
good balance of the skIlls and experIence necessary to guIde the 
company through Its growth Journey.  
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role of the board the Board has ultimate 
responsibility for the strategic direction of Xero and 
supervising Xero’s management for the benefit of 
shareholders. 
the specific responsibilities of the Board include:

• Working with management to set the strategic 
direction of Xero.

• Monitoring and working with management to 
direct the business and the financial performance 
of Xero.

• Monitoring compliance and risk management.
• establishing and monitoring the health and safety 

policies of Xero.
• establishing and ensuring implementation of 

succession plans for senior management.
• ensuring effective disclosure policies and 

procedures are adopted.
the Board will meet not less than 10 times during the 
financial year, including sessions to consider the strategic 
direction of Xero and Xero's business plans. video and/or 
phone conferences will also be used as required.

the Board intends to develop a Board code of conduct 
and a process for measuring Board performance.

board committees the Board has two formally 
constituted committees of directors. these 
Committees, established by the Board, review and 
analyse policies and strategies, usually developed by 
management, which are within their terms of 
reference. the Committees examine proposals and, 
where appropriate, make recommendations to the full 
Board. Committees do not take action or make 
decisions on behalf of the Board unless specifically 
authorised to do so by the Board. 

Audit and Risk Management Committee the audit 
and risk Management Committee will be responsible 
for overseeing the risk management (including 
treasury and financing policies), treasury, insurance, 
accounting and audit activities of Xero, and reviewing 
the adequacy and effectiveness of internal controls, 
meeting with and reviewing the performance of 
external auditors, reviewing the consolidated financial 
statements, and making recommendations on 
financial and accounting policies.

the members of the audit and risk Management 
Committee are Phil Norman, graham Shaw, Sam 
Morgan and hamish edwards.

Remuneration Committee the remuneration 
Committee is responsible for overseeing management 
succession planning, establishing employee incentive 
schemes, reviewing and approving the compensation 
arrangements for the executive directors and senior 
management, and recommending to the full Board 
the remuneration of directors.

the members of the remuneration Committee are 
Phil Norman, graham Shaw and guy haddleton.

directors’ interests

Directors’ Remuneration the directors’ fees for the 
Independent directors of Xero have been fixed, 
initially at a total of $250,000 per annum.  Xero does 
not currently intend to pay director’s fees exceeding, 
in aggregate, $180,000 per annum, comprising 
$60,000 per annum for Phil Norman, as Chairman, 
and $40,000 per annum for each other Independent 
director.  the additional level of director’s fees is 
intended to provide flexibility for the payment of fees 
in the future.

rod drury and hamish edwards both receive 
remuneration in their roles as the Ceo and the CFo, 
respectively of Xero and will not receive directors fees.

the directors will also be entitled to paid 
remuneration by way of consultancy fees, for 
consultancy services provided by them other than in 
their capacity as directors. all additional remuneration 
and the services provided by directors will be 
disclosed each year in Xero’s annual report. the 
directors are also entitled to be paid for all reasonable 
travel, accommodation and other expenses incurred 
by them in connection with their attendance at Board 
or Shareholder meetings, or otherwise in connection 
with Xero’s business.

Directors’ Shareholdings the Independent directors 
intend to subscribe for $1.35 million of Shares under the 
offer, at the offer Price of $1.00 per Share. accordingly, 
on listing and assuming the Share offer is fully 
subscribed to the level of $15.0 million, the directors 
will hold or control the following Shares in Xero:

director’s shareholdings
	 No.	of	shares	 %

rod drury 24,668,025 44.9%

hamish edwards 6,960,000 12.7% 

Phil Norman 499,968 0.9%

graham Shaw 594,002 1.1%

guy haddleton 300,007 0.5%

Sam Morgan 1,800,006 3.3%
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Loans	to	Directors the Board has, with the approval of 
Xero’s existing Shareholders, introduced an unsecured 
loan facility for the Independent directors to enable 
them to acquire up to 300,000 Shares under the Share 
offer at the offer Price of $1.00 per Share. Loans will 
carry a rate of interest of 4.0% per annum and will be 
repayable after five years or earlier at the discretion of 
the Independent director. the loans will not be forgiven 
by Xero, irrespective of share price performance.

the following Independent directors have elected 
to borrow the amounts set out below to enable them 
to subscribe for the number of Shares set out below.

loans to directors
	 Loan	amount	 No.	of	shares

Phil Norman $100,000 100,000

graham Shaw $100,000 100,000

guy haddleton $100,000 100,000

graham Shaw also intends to subscribe, in cash, for an 
additional 50,000 Shares under the Share offer at the 
offer Price of $1.00 per Share.

Sam Morgan intends to subscribe, in cash, for 
1,000,000 Shares under the Share offer at the offer 
Price of $1.00 per Share.

None of the directors guarantees the Shares 
offered under this offer document or undertakes any 
liability in respect of the Shares.

the board has 
ultImate responsIbIlIty 
for the strategIc 
dIrectIon of xero 
and supervIsIng 
xero’s management 
for the benefIt of 
shareholders. 
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rod drury, chIef executIve offIcer  
and executIve dIrector (wellIngton)  
New Zealand hi-tech entrepreneur of the year in 
2006, rod sold his award-winning email archiving 
software company, afterMail, to USa publicly listed 
company, Quest Software in January 2006. 

In the late 1980s to early 1990s rod worked 
primarily for ernst & young, as well as spending 
several years working on telecommunication billing 
systems both in New Zealand and the USa. 
throughout his career rod has maintained a close 
relationship with Microsoft and was selected as  
New Zealand’s first representative on the prestigious 
Microsoft developer Network (MSdN) regional 
director programme, holding the role from 1997 to 
2000. rod achieved Microsoft Most valuable 
Professional status for his work in the early days of 
active Server Pages.

In 1995 rod developed one of New Zealand’s first 
Microsoft development companies, glazier Systems, 
which was acquired by advantage group in 1999 and 
continues today as Intergen. In 2000, rod co-founded 
Boston based Context Connect which holds several 
mobile directory patents. 

rod was an Independent director of tradeMe and 
SQL Services at the time of their trade sales and 
continues on the tradeMe advisory Board. rod is also 
on the New Zealand trade & enterprise Beachhead 
advisory Board.

rod is a high profile advocate of the New Zealand 
software industry and has provided angel funding 
to a number of new software companies in a bid to 
develop local talent and experience.

rod has a Bachelor of Commerce and 
administration from victoria University of Wellington, 
majoring in accounting.

hamIsh edwards, chIef fInancIal 
offIcer and executIve dIrector 
(wellIngton) hamish edwards was formally Ceo, 
now Chairman, of openside, one of New Zealand’s 
fastest growing Chartered accounting consulting 
firms. openside grew strongly in the past four years 
and was recently placed fifth in a survey of 
New Zealand’s top 100 accounting firms.14 

hamish’s specific focus with his openside clients 
has been on growth, financial and strategic matters. 
hamish is passionate about business success and has 
frequently been referred to by entrepreneurs as their 
virtual CFo. he is active within the financial 
community chairing the Wellington tax Liaison group 
and advising community groups on accounting and 
business issues. 

hamish has worked as an accountant for both 
englefield Industries in auckland and for Bdo 
Spicers in Wellington. at openside, hamish has gained 
extensive experience working with some 
of New Zealand’s fastest growing ICt businesses.

hamish is an SMe expert and as such has written 
for the Fairfax group, the National Business review, 
M2 Magazine and various other publications about 
business issues. hamish has also been a frequent 
guest on National radio’s Jim Mora show.

hamish is a Chartered accountant, holds a 
Certificate of Public Practice and has a Bachelor of 
Commerce from the University of otago, majoring  
in Marketing and accounting.

alastaIr grIgg, chIef operatIng offIcer
alastair joined Xero from air New Zealand, where  
he was Chief Information officer for the last three  
and a half years, responsible for an extensive global 
portfolio of over 400 enterprise systems, 200 staff 
and significant It infrastructure outsource operations 
contracts with IBM, axon and telecom New Zealand. 

at air New Zealand, alastair oversaw a 
transformation of It service performance, while 
reducing the company’s annual It operating costs by 
over $40 million and delivering significant new 
strategic initiatives, including the innovative airpoints 
dollars loyalty scheme and new online booking and 
customer self service systems. 

alastair has 16 years of It industry experience, 
involving roles with It vendors such as IBM, Computer 
associates and geac, contrasted by roles in successful 
start-up ventures such as telecom Xtra, glazier 
Systems and www.utilyx.com. this experience has 
covered a wide range of roles including business 
establishment, general management, business 
development, systems development and programme 
management. 

alastair holds a Bachelor of horticultural Science 
(First Class honours) from Massey University.

14   source: the good, the bad and the ugly of the accounting profession 2006, published by business fitness nz limited.
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anthony bIshop, sales dIrector  
anthony has worked for some of the largest and 
most successful It solutions companies.  Most 
recently he was the New Zealand Country Manager of 
SaS Institute, the world’s largest privately owned 
software company. over a four year period, he led the 
region to become one of the most profitable 
subsidiaries in asia Pacific and also New Zealand’s 
employer of the year in 2006.

anthony began his career as a developer of business 
software in the 1980s and quickly moved into more 
customer facing roles with geac, data general, 
Computer associates, and Sequent Computer Systems. 
his ability to translate a broad understanding of It into 
a business context positioned anthony well with 
customers, leading to a role with IBM in New Zealand, 
responsible for some of the largest financial services 
customers in the region. anthony left IBM to join SaS 
Institute in 2002. 

anthony is currently studying for an executive MBa 
at victoria University of Wellington.

kate mclaughlIn, market 
communIcatIons manager  
Kate McLaughlin strengthens Xero’s public relations 
and communications. Kate joined Xero from the 
National Business review (“NBr”) where she was a 
noted journalist covering technology and 
telecommunications. Prior to the NBr, Kate was a 
producer at telecom’s news website Xtra. 

Kate has a wide range of contacts within the 
technology industry and wider business community, 
in New Zealand and internationally. She has excellent 
communication, research and analytical skills. 

Kate holds a Bachelor of arts, majoring in  
Political Science from victoria University of  
Wellington and a diploma in Journalism from  
Massey University, Wellington.

hamIsh carter, relatIonshIps manager
hamish Carter is a New Zealand icon who has 
achieved phenomenal success on the international 
stage. as 2004 olympic gold Medalist, he brings 
passion and dedication to small and medium sized 
enterprises, having been a highly successful business 
operator himself, through the management of events, 
sponsorships and his supporters. 

“kIwIbank Is about promotIng  
new zealand companIes and we’re 
really pleased to be workIng wIth  
such a talented team.”
sam knowles 
ceo – kIwIbank lImIted
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employee share option scheme Selected Xero 
employees have shown their commitment to Xero by 
personally investing in the Company.

as part of its further employee incentive plans, 
Xero has established an employee Share option Plan 
(“eSoP”). the eSoP is aimed at motivating key 
employees to meet defined key performance 
indicators and at attracting potential high achievers 
to work at Xero. directors are not eligible to 
participate in the eSoP. 

No options have been granted under the eSoP as 
at the date of this offer document.

options will be granted at the discretion of the 
directors, who will set the exercise price for the 
options at the time they are granted, subject to the 
NZSX Listing rules and other legal requirements. It is 
intended that the exercise price of the options will be 
based on a volume weighted average price at which 
Shares traded on the NZSX over the preceding 10 
trading days. It is proposed that optionholders will be 
entitled, on payment of the exercise price, to receive 
one Share for every option exercised.

one third of any options granted under the eSoP 
will become exercisable by the optionholder on each 
of the first three anniversaries of the date of granting. 
options lapse if they are not exercised within seven 
years of the date of granting.

If an optionholder ceases to be employed by Xero, 
all of their options (other than those that have already 
become exercisable) will lapse.

the total number of options granted during the 
period of 12 months preceding the date of granting of 
the options may not exceed 2% of the aggregate of 
the total number of shares on issue at the 
commencement of that period and the total number 
of shares issued during that period.

uk advisory board the UK is a key target 
market for Xero. as Xero does not currently have  
the same level of relationships in the UK as it has  
in New Zealand, the directors have established  
a UK advisory Board. 

It includes a number of well connected and 
experienced UK individuals who are members of the 
New Zealand trade & enterprise Beachheads Boards 
and are willing to assist Xero to enter the UK market.

Xero’s UK advisory Board currently comprises the 
following people:

Eric Tracey – eric is a New Zealander and is currently  
a director of a number of UK companies, including 
Chloride group plc. he is a chartered accountant of 
both New Zealand and england & Wales and was a 
partner of deloitte & touche in London from 1980 to 
2004. he was in charge of the european energy, 
Infrastructure and Utilities practice from 1996 to 
2002. eric then completed successful financial 
reorganisations as the Finance director of amey plc 
and Wembley plc. he is a Freeman of the City of 
London. eric is also chairman of the UK advisory Board 
of NZtes Beachhead programme.

Bernard Cazenove – Bernard is married to a  
New Zealander and between 1982 and 2004 was 
employed by Cazenove & Co., stockbrokers. he 
became a partner of Cazenove & Co in 1982 and in 
1996 he was appointed Managing director of 
Cazenove Fund Management. he is a Freeman of the 
City of London.

John Stace – John is a New Zealander who has had an 
extensive 25 year career in the financial services sector 
in London. he returned to New Zealand in February 
2005. John is a director of Soe, genesis Power Limited, 
Chairman of Methodware Limited, a Wellington based 
software company, Chairman of triplejump Limited, 
New Zealand’s first multi agency life insurance 
franchise company, deputy Chairman of aardvark eM, 
a UK based environmental consultancy as well as 
other directorships. he built Stace Barr Limited into 
the then largest capital provider to Lloyd’s of London 
and was the first Ceo of angerstein Underwriting 
trust, now called amlin plc. In 1995 and 1996 he was 
deputy Chairman of Lloyd’s of London. he is a 
Freeman of the City of London.

eric tracey, Bernard Cazenove and John Stace are not 
directors of Xero. It is intended that the UK advisory 
Board members will be remunerated for their services 
at market rates.

Xero has been accepted into the NZte Beachheads 
programme for the UK. this will provide Xero with 
improved access to business networks and general 
market entry assistance to accelerate the Company’s 
growth in the UK.
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forward-looking statements Certain statements 
in this offer document constitute forward-looking 
statements, including the assumptions related to the 
prospective financial information set out on pages 46 
to 49. Such forward-looking statements involve 
known and unknown risks, uncertainties and other 
factors (many of which are beyond the control of  
Xero) which may cause the actual results, 
performance or achievements of Xero, or industry 
results, to be materially different from any future 
results, performance or achievements expressed  
or implied by such forward-looking statements.  
Such factors include but are not limited to, among 
other things, those discussed on pages 76 to 77 under 
“What are my risks?”

given these uncertainties, investors are cautioned 
not to place undue reliance on such forward-looking 
statements in this offer document. In addition, under 
no circumstances should the inclusion of such 
forward-looking statements in this offer document 
be regarded as a representation or warranty by Xero, 
its directors or any other person with respect to the 
achievement of the results set out in such statements 
or that the assumptions underlying such forward-
looking statements will in fact be correct.

Xero disclaims any responsibility to update any 
such risk factors or publicly announce the result of any 
revisions to the forward-looking statements contained 
in this offer document to reflect future developments 
or events, other than where it is required to do so by 
the Securities act 1978, the Securities regulations 1983 
or the NZSX Listing rules.

prospective financial information this 
prospective financial information for Xero comprises a 
prospective statement of cash flows together with the 
general and Company specific assumptions on which 
all of the prospective financial information is based.

the prospective financial information, including 
the assumptions on which they are based, is the 
responsibility of, and has been prepared by, the 
directors. the directors approved the prospective 
financial information on 9 May 2007. they have given 
due care and attention to the preparation of the 
prospective financial information, including the 
underlying assumptions. however, forecasts by their 
nature involve risks and uncertainties, many of which 
are beyond the control of the Company. these risks 
and uncertainties include, but are not limited to, those 
discussed under the heading “What are my risks?” on 
pages 76 to 77 of this offer document. accordingly, 
actual results are likely to vary from the prospective 
financial information, and variations may be material. 
therefore, the directors cannot and do not guarantee 
the achievement of their financial forecasts.

sectIon 5

ProSPeCtIve 
FINaNCIaL 
INForMatIoN
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principal assumptions underlying the 
prospective financial information the 
principal assumptions upon which the prospective 
financial information is based are summarised below 
and should be read in conjunction with the “risks” 
section on pages 76 to 77.

the prospective financial information for the  
12 months ending 10 May 2008 has been prepared  
on the basis of assumptions as to future events that the 
directors reasonably expect to occur, and in association 
with the actions the directors reasonably expect to 
take as at the date the information was prepared. 

the prospective financial information has been 
prepared for the purposes of this offer document and 
may not be suitable for any other purpose. there is no 
present intention to update this prospective financial 
information or to publish the prospective financial 
information in the future. Investors must consider the 
assumptions described below in order to fully 
understand the prospective financial information.

prospective statement of cash flows 
For the 12 months ending 10 May 2008
	 	 $	

Cash Flows from Operating Activities
receipts from Customers  550,000  
Payments to Suppliers and employees  (5,934,000)

	 	 (5,384,000)

Interest received  365,000 
grants and other receipts  190,000  
other tax receipts  119,000 

Net	Cash	Flows	from	Operating	Activities	 	 (4,710,000)

Cash Flows from Investing Activities
Payments for Property, Plant & equipment  (699,000) 
Software development Capitalisation  (971,000) 
Loan to directors at IPo  (300,000)

Net	Cash	From/(Used	In)	Investing	Activities	 	 (1,970,000)

Cash Flows from Financing Activities
Proceeds from Issue of Share Capital  15,000,000  
hire Purchase repayments  (11,000) 
Payment of transaction Costs  (1,022,000) 
Net Cash From/(Used In) Financing activities  13,967,000 

Net Increase (Decrease) in Cash and Cash Equivalents  7,287,000 

Cash and Cash Equivalents at 11 May 2007  1,090,979 

Cash and Cash Equivalents at 10 May 2008  8,377,979 
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principal assumptions underlying the 
prospective financial information for the  
12 months ending 10 may	2008

Basis of preparation
• the historic accounts of Xero.
• the prospective information is prepared in 

accordance with New Zealand equivalents  
to International Financial reporting Standards  
(NZ IFrS).

• the prospective statement of cash flows has been 
prepared on a consistent basis with Xero’s 
accounting policies, as set out on pages 54 to 58. 

• all figures have been rounded to the nearest thousand.

a. general assumptions

Economic Environment there will be no material 
change in the general economic environments that 
Xero operates in and into which it sells its products.

Legislative and Regulatory Environment there will be 
no material change to the legislative and regulatory 
environments in which Xero operates and sells its 
products into in the period covered by the prospective 
financial information.

Competitive Environment there will be no material 
change to the competitive markets, industry structure, 
technological environment, general industry conditions, 
third party or employee environment in the period 
covered by the prospective financial information. 

Taxation there will be no material change to the tax 
regime in New Zealand, or any other country where 
Xero trades, including no change to the company tax 
rates in any of those countries.

Management of Xero No key personnel will leave 
Xero during the period covered by the prospective 
financial information.

Operating Environment there will be no material 
costs incurred through either industrial or 
contractual disputes.

b. specific assumptions 

the key assumptions made in preparing the 
prospective statement of cash flows for the 12 months 
to 10 May 2008 are detailed below.

Revenue 
• New Zealand customer numbers will grow to 1,300 

customers by 10 May 2008. these customers are 
added as operational capability is enhanced.

• No revenue will be generated from UK and 
australian markets.

• the assumed average pricing is $75 (plus gSt) per 
customer per month, based on Xero’s current level 
of functionality. there will be no significant change 
in pricing during the prospective period. 

• Interest income is calculated at 4% gross.

Operating Expenditure
• Prospective selling, promotion and marketing costs 

will increase to support Xero’s growth and 
investment in development in the UK and 
australian markets.

• New Zealand employee numbers will increase 
to 52, with any vacancies assumed to be filled, 
at a cost of $3.2 million.

• operating and overhead costs to support the 
increased staffing and customer base will be 
$1.3 million.

• Marketing spend has been assumed to be $300,000. 
• Initial establishment costs into the UK and 

australia have been assumed to be $1.2 million.x
er

o
 i

n
ve

st
m

en
t 

st
at

em
en

t 
&

 p
ro

sp
ec

tu
s

��



Capital Expenditure
• Capital expenditure is based on new employee 

growth ($64,000), fit out of offices ($260,000), 
and technology infrastructure improvement 
($375,000).

Software Development Expenditure
• Xero is a sales and design led business. as such, 

there is no significant capitalisation of the 
software asset.

• the directors have assumed, after consultation with 
the Chief technology officer, that 75% of software 
development salary costs will provide an enduring 
benefit and as such those costs will be capitalised.  

Dividends
• No dividends will be paid.

Capital Raising 
• the Share offer raises $15.0 million and this 

funding is received in June 2007. Share offer 
related costs of $1.022 million will be paid.

• the prospective financial information includes 
loans to Independent directors for $300,000 for 
the purchase of shares under the Share offer. the 
terms of these loans are at an interest rate of 4% 
with the loans being repaid in full in five years. No 
security is provided over the loans. If an 
Independent director resigns then the loan 
remains in place.

Employee Share Option Plan
• there will be no allotment of Shares under the 

eSoP to employees in the prospective financial 
information period.

Taxation
• Shareholder continuity will not be breached. 

as such, tax losses will be carried forward.

Other
• there will be no material change in the payment 

terms of creditors.
• there will be no material change in debtors’ terms 

of trade and collection relationships.
• Cash reserves will be held with Xero’s banking 

service provider. Cash will be invested in a low risk, 
liquid cash portfolio, with the majority of funds held 
in NZd. Some funds may be held in other currencies.

• the opening cash position is the cash balance 
at 11 May 2007 as extracted from the bank account 
on that date.
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sectIon 6

hIStorIC 
FINaNCIaL 
INForMatIoN

summary financial statements 
Nine months ended 31 March 2007
	 (Audited)	$

total operating revenue -
other revenue 119,745
Interest expense 556
directors Fees 43,345
Net Surplus/(deficit) Before taxation (1,048,907)
taxation -
Net Surplus/(deficit) after taxation (1,048,907)
dividends on ordinary Shares -
Net Surplus/(deficit) retained (1,048,907)
total assets 2,006,175
total tangible assets 1,884,712
total Liabilities 274,044
total equity 1,732,131
Net tangible assets – Note 1 1,610,668
ordinary Shares on Issue (following share split) 40,000,000
Net tangible asset Backing per Share – Note 1 $0.0403
Net tangible assets – Note 2 15,588,668
ordinary Shares on Issue (following this offer document) 55,000,000
Net tangible asset Backing per Share ($/Share) $0.2834

note 1 In accordance with clause 8.3(b)(v) of the First 
Schedule of the Securities Regulations 1983, the net tangible 
asset backing per ordinary share as at 31 March 2007 (adjusted 
for the share split which occurred on 9 May 2007, under which 
each existing Share was subdivided into 23.2 Shares).

the followIng audIted fInancIal 
InformatIon for xero for the 
fInancIal year endIng 31 march 2007  
Is set out below and Includes:

• the Income statement.
• the balance sheet.
• the statement of changes In equIty.
• the statement of cash flows.
• the notes to the fInancIal 

statements.
 
In addItIon, summary fInancIal 
InformatIon for the nIne months 
ended 31 march 2007 Is set out 
opposIte.

note 2 In accordance with clause 8.5(a) of the First Schedule of 
the Securities Regulations 1983, the net tangible asset backing 
per Share as at 31 March 2007 has been calculated on the 
assumption that all 15,000,000 new ordinary Shares have been 
issued as part of this Share Offer and net issue proceeds of 
$13,978,000 ($15,000,000 less $1,022,000) have been received.
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statement of changes in equity 
For the nine months ended 31 March 2007
	 	 $	2007

equity at the beginning of the period  -

Net Profit (Loss) after tax  (1,048,907)

Income & expense items recognised directly in equity  -

total recognised revenue & expense for the Period  (1,048,907)

Issue of ordinary Shares  2,781,038

dividends  -

Equity at the end of the period  1,732,131

income statement 
For the nine months ended 31 March 2007
	 Note	 $	2007

other Income  4 119,745 

	 	 119,745	

Expenditure
employee Benefits 4 813,277 
other 6 334,494  
Finance Costs 4 556  
depreciation 11 20,325 

	 	 1,168,652	

Profit (Loss) Before Income tax  -1,048,907 
Income tax expense 7 0

Profit (Loss) for the period  -1,048,907
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balance sheet 
as at 31 March 2007
	 Note	 $	2007

Current Assets
Cash & Cash equivalents  1,513,437 
accounts receivable 12 25,998 
Prepayments 18 24,090 
gSt  33,288 
deferred IPo Costs  82,295 
tax asset 7 1,894

	 	 1,681,002

Non Current Assets
Plant Property & equipment 11 286,005 
Intangibles 15 39,168

	 	 325,173

Total	Assets	 	 2,006,175

Current Liabilities
accounts Payable & accruals 8 209,591 
employee entitlements 9 33,897 
Finance Lease - Current Portion  3,664

	 	 247,152

Non Current Liabilities
Finance Lease 10 26,892

Total	Liabilities	 	 274,044

Net	Assets	 	 1,732,131

Equity
Share Capital 5 2,781,038 
retained earnings  (1,048,907)

  1,732,131

director

director
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statement of cashflows 
For the nine months ended 31 March 2007
	 Note	 $	2007

Cash	Flows	from	Operating	Activities
receipts from Customers  -   

Payments to suppliers and employees  (1,032,642)

Interest received (and finance costs paid)  4,856 

Income tax paid  -   

other tax paid (gSt, rWt)  (16,655) 

grants and other receipts  91,780

Net Cash Flows from Operating Activities 16 (952,661)

Cash	Flows	from	Investing	Activities
Payments for property, plant & equipment  (275,772)

Payments for investments  (39,168)

Net Cash Inflow (Outflow) from Investing Activities  (314,940)

Cash	Flows	from	Financing	Activities
Issue of ordinary shares prior to NZX listing  2,800,000 

Issue of ordinary shares on NZX listing

Costs of share issue  (18,962)

Net Cash inflow (Outflow) from Financing Activities  2,781,038 

Net Increase (Decrease) in Cash Held  1,513,437 

Cash at beginning of period  -   

Cash at end of period  1,513,437 
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1. corporate information the financial 
statements presented for Xero Live Limited are for the 
nine months ended 31 March 2007 as this was the first 
period of operation. Xero Live Limited was 
incorporated on the 6th July 2006.  authorisation for 
issue is in accordance with a resolution of the 
directors on 19th april 2007.

Xero Live Limited is registered under the 
Companies act 1993 and is in the process of listing on 
the New Zealand exchange.

2. summary of significant accounting policies

(a) Statement of Compliance
the financial statements have been prepared in 
accordance with New Zealand generally accepted 
accounting Practice (“NZ gaaP”).  they comply with 
New Zealand equivalents to International Financial 
reporting Standards (“NZ IFrS”), and other applicable 
Financial reporting Standards, as appropriate for profit-
orientated entities. Compliance with NZ IFrS ensures 
that the financial statements also comply with 
International Financial reporting Standards (“IFrS”).

the financial statements were approved by the 
Board of directors on 19th april 2007. 

(b) Basis of Measurement 
the financial statements have been prepared on the 
historical cost basis except for the following:

• derivative financial instruments are measured at 
fair value;

• Financial instruments at fair value through profit 
or loss are measured at fair value;

• available-for-sale financial assets are measured  
at fair value;    

• Liabilities for cash-settled share-based payment 
arrangements are measured at fair value.

(c) Functional Currency
these financial statements are presented in 
New Zealand dollars ($), which is the Company’s 
functional currency. all financial information is 
presented in New Zealand dollars and has been 
rounded to the nearest dollar.

(d) Use of Estimates and Judgments
the preparation of financial statements requires 
management to make judgements, estimates, and 
assumptions that affect the application of accounting 
policies and the reported amounts of assets, liabilities, 
income and expenses.  actual results may differ from 
these estimates. 

estimates and underlying assumptions are 
reviewed on an ongoing basis. revisions to accounting 
estimates are recognised in the period in which the 
estimate is revised and in any future periods affected.

In particular, information about significant areas of 
uncertainty and critical judgments in applying 
accounting policies that have the most significant 
effect on the amount recognised in the financial 
statements are described in the following notes:

Note f – Intangible assets: development expenditure 
Note 7 – Utilisation of tax losses 
Note l – Lease classification

NoteS to the 
FINaNCIaL 
StateMeNtS
for the perIod ended  
31 march 2007
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(e) Property, plant and equipment
Plant and equipment is stated at cost less accumulated 
depreciation and any impairment in value.

Land and buildings are measured at fair value less 
accumulated depreciation.

depreciation is calculated on a straight-line basis 
over the estimated useful life of the asset as follows:

property, plant & equipment should be split 
as follows:
	 Depreciation	Rates	(DV)

Leasehold Improvements 12%

office equipment 19 - 48%

Computer equipment 60%

(f) Intangible Assets
(i) research & development Costs
development expenditure incurred on an individual 
project is carried forward when its future 
recoverability can reasonably by regarded as assured.

development activities involve a plan or design 
for the production of new or substantially improved 
products and processes. development expenditure 
is capitalised only if development costs can be 
measured reliably, the product or process is technically 
and commercially feasible, future economic benefits 
are probable, and the Company intends to and has 
sufficient resources to complete development and 
use or sell the asset. the expenditure capitalised 
includes the costs of materials, direct labour and 
overhead costs that are directly attributable to 

preparing the asset for its intended use. other 
development expenditure is recognised in profit or 
loss when incurred.

Following the initial recognition of the 
development expenditure, the costs model is applied 
requiring the asset to be carried at cost less any 
accumulated amortisation and accumulated 
impairment losses. any expenditure carried forward is 
amortised over the period of expected future sales 
from the related project.

(ii) other Intangible assets
Intangible assets with infinite lives are measured at 
cost, and are assessed annually for indications of 
impairment. the domain name is considered to have an 
indefinite useful life and not subject to amortisation.

Patents and trademarks are considered to have 
finite lives and are measured at cost, and amortised 
according to f(iii). 

(iii) amortisation
amortisation is recognised in profit or loss on a 
straight line basis over the estimated useful lives of 
the intangible assets, from the date they are available 
for use. the estimated useful lives are:

• trademarks 10 years

(g) Foreign Currency
Foreign Currency Transactions
transactions in foreign currencies are translated to the 
functional currency of the Company at exchange rates 
at the dates of the transactions.

(h) Financial Instruments
(i) Non derivative Financial Instruments
Non derivative financial instruments comprise 
investments in equity and debt securities, trade and 
other receivables, cash and cash equivalents, loans 
and borrowings, and trade and other payables. 

Non derivative financial instruments are 
recognised initially at fair value, plus for instruments 
not at fair value through profit and loss, and directly 
attributable transaction costs. Subsequent to initial 
recognition non-derivative financial instruments are 
measured 
as described below.

a financial instrument is recognised if the 
Company becomes a party to the contractual 
provisions of the instrument. Financial assets are 
derecognised if the Company’s contractual rights to 
the cash flows from the financial assets expire or if the 
Company transfers the financial asset to another party 
without retaining control of substantially all risks and 
rewards of the asset. regular way purchases and sales 
of financial assets are accounted for at trade date, i.e. 
the date the Company commits itself to purchase or 
sell the asset. Financial liabilities are derecognised if 
the Company’s obligations specified in the contract 
expire or are discharged or cancelled.

Cash and cash equivalents comprise cash balances 
and call deposits. Bank overdrafts that are repayable 
on demand and form an integral part of the 
Company’s cash management are included as a 
component of cash and cash equivalents for the 
purpose of the statement of cash flows.
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Held-to-maturity investments
If the Company has the positive intent to hold debt 
securities to maturity, then they are classified as held-
to-maturity. Subsequent to initial recognition, held-to-
maturity investments are recognised at amortised 
cost using the effective interest method, less any 
impairment losses.

Available-for-sale financial assets
the Company’s investments in equity securities and 
certain debt securities are classified as available-for-
sale financial assets. Subsequent to initial recognition, 
they are measured at fair value and changes therein, 
other than impairment losses, are recognised directly 
in equity. When an investment is derecognised, the 
cumulative gain or loss in equity is transferred to 
profit or loss.

Instruments at fair value through profit or loss
an instrument is classified as at fair value through 
profit or loss if it is held for trading or is designated as 
such upon initial recognition. Financial instruments 
are designated at fair value through profit and loss if 
the Company manages such investments and makes 
purchase and sale decisions based on their fair value. 
Upon initial recognition, transaction costs are 
recognised in profit or loss when incurred. Subsequent 
to initial recognition, financial instruments at fair 
value through profit or loss are measured at fair value, 
and changes therein are recognised in profit or loss.

Other
Subsequent to initial recognition, other non 
derivative financial instruments are measured at 
amortised cost using the effective interest method, 
less any impairment losses.

Trade and other Receivables
trade and other receivables are stated at cost less 
impairment losses.

(ii) Share Capital
Ordinary Shares 
Incremental costs directly attributable to the issue 
of ordinary shares are recognised as a deduction 
from equity

Repurchase of Share Capital
When share capital recognised as equity is 
repurchased, the amount of the consideration paid, 
including directly attributable costs, is recognised  
s a deduction from equity. repurchased shares are 
classified as treasury shares and are presented as a 
deduction from total equity.

(i) Trade and Other Receivables
trade receivables, which generally have 30 day terms, 
are recognised and carried at original invoice amount 
less an allowance for any uncollectible amounts.

an estimate for doubtful debts is made when 
collection of the full amount is no longer probable. 
Bad debts are written off when identified.

For the period since incorporation to 31 March 
2007, the Company has not made any sales. the only 
receivables have been in relation to government 
grants and gSt refunds.

(j) Impairment
the carrying amounts of the Company’s assets are 
reviewed at each balance sheet date to determine 
whether there is any objective evidence of impairment.

an impairment loss is recognised whenever the 
carrying amount of an asset exceeds its recoverable 
amount. Impairment losses directly reduce the 
carrying amount of assets and are recognised in the 
income statement.

(i) Impairment of receivables
Impairment losses on an individual basis are 
determined by an evaluation of the exposures 
on an instrument by instrument basis. all individual 
instruments that are considered significant are 
subject to this approach.

trade receivables that are not individually 
significant for which it was determined that no 
objective evidence of impairment existed are 
collectively assessed for impairment in groups with 
similar characteristics.

For trade receivables which are not significant 
collective impairment is assessed on a portfolio basis 
based on a number of days overdue, and taking into 
account the historical loss experience in portfolios 
with a similar amount of days overdue.

If the fair value of the trade receivable increases 
the impairment loss shall be reversed, with the 
amount of reversal recognised in equity.
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(ii) Non Financial assets
the carrying amounts of the Company’s non financial 
assets are reviewed at each reporting date to 
determine whether there is any indication of 
impairment. If any such indication exists then the 
asset’s recoverable amount is estimated.

an impairment loss is recognised if the carrying 
amount of an asset or its cash generating unit exceeds 
its recoverable amount. a cash-generating unit is the 
smallest identifiable asset group that generates cash 
flows that are largely independent from other assets 
and groups. Impairment losses are recognised in the 
profit and loss. Impairment losses recognised in 
respect of cash-generating units are allocated first to 
reduce the carrying amount of any goodwill allocated 
to the units and then to reduce the carrying amount 
of the other assets in the unit on a pro-rata basis.

the recoverable amount of an asset or cash-
generating unit is the greater of its value in use and its 
fair value less costs to sell. In assessing value in use, 
the estimated future cash flows are discounted to 
their present value using a pre-tax discount rate that 
reflects the current market assessments of the time 
value of money and the risks specific to the asset.

Impairment losses recognised in prior periods are 
assessed at each reporting date for any indications 
that the loss has decrease or no longer exists.  
an impairment loss is reversed if there has been 
a change in the estimates used to determine the 
recoverable amount. an impairment loss is reversed 
only to the extent that the asset’s carrying value does 
not exceed the carrying amount that would have 
been determined, net of depreciation, or amortisation, 
if no impairment loss had been recognised.

(k) Provisions
Provisions are recognised when the Company has a 
present obligation (legal or constructive) as a result 
of a past event if it is probable that an outflow of 
resources embodying economic benefits will be 
required to settle the obligation and a reliable 
estimate can be made of the amount of the obligation.

Where the Company expects some or all of a 
provision to be reimbursed, for example under an 
insurance contract, the reimbursement is recognised 
as a separate asset but only when the reimbursement 
is virtually certain. the expense relating to any 
provision is presented in the income statement net 
of any reimbursement.

If the effect of the time value of money is material, 
provisions are determined by discounting the 
expected future cash flows at a pre-tax rate that 
reflects current market assessments of the time value 
of money and, where appropriate, the risks specific to 
the liability.

Where discounting is used, the increase in the 
provision due to the passage of time is recognised  
as a finance cost.

(l) Leases
Finance leases, which transfer to the Company 
substantially all the risks and benefits incidental to 
ownership of the leased item, are capitalised at the 
inception of the lease at the fair value of the leased 
property or, if lower, at the present value of the 
minimum lease payments.

Lease payments are apportioned between the 
finance charges and reduction of the lease liability so 
as to achieve a constant rate of interest on the 
remaining balance of the liability. Finance charges are 
included in the income statement as finance costs.

Capitalised leased assets are depreciated over the 
shorter of the estimated useful life of the asset or the 
lease term.

Leases where the lessor retains substantially all the 
risks and benefits of ownership of the asset are 
classified as operating leases. Initial direct costs 
incurred in negotiating an operating lease are added 
to the carrying amount of the leased asset and 
recognised over the lease term on the same basis as 
the lease income.

operating lease payments are recognised as an 
expense in the income statement on a straight-line 
basis over the lease term.

(m) Revenue
revenue is recognised to the extent that it is 
probable that the economic benefits will flow to the 
Company and the revenue can be reliably measured. 
the following specific recognition criteria must also 
be met before revenue is recognised:

Rendering of services
revenue is initially recognised upon the completion  
of the licence agreement and providing the client with 
access to the service. revenue is recognised monthly 
based on the monthly licence fees as outlined in the 
licence agreement.

Interest
revenue is recognised as the interest accrues (using 
the effective interest method that is the rate that 
exactly discounts estimated future cash receipts 
through the expected life of the financial instrument) 
to the net carrying amount of the financial asset.
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Dividends
revenue is recognised when the shareholders’ right 
to receive the payment is established.

Rental income
rental income arising on sub leased properties 
is accounted for on a straight-line basis over the 
lease term. 

(n) Government grants
government grants are recognised at their fair value 
where there is reasonable assurance that the grant 
will be received and all attaching conditions will be 
complied with.

When the grant relates to an expense item, it is 
recognised as income over the periods necessary to 
match the grant on a systematic basis to the costs 
that it is intended to compensate.

(o) Income tax
Income tax expense comprises current and deferred tax. 
Income tax expense is recognised in profit or loss except 
to the extent that it relates to items recognised directly 
in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the 
taxable income for the year, using tax rates enacted or 
substantially enacted at the reporting date, and any 
adjustment to tax payable in respect of previous years.

deferred tax is recognised using the balance sheet 
method, providing for temporary differences between 
the carrying amounts of assets and liabilities for 
financial reporting purposes and the amounts used 
for taxation purposes. deferred tax is not recognised 
for the following temporary differences:

the initial recognition of goodwill; 
the initial recognition of assets and liabilities in a 

transaction that is not a business combination and 
that affects neither accounting nor taxable profit.

deferred tax is measured at the tax rates that are 
expected to be applied to the temporary differences 
when they reverse, based on laws that have been 
enacted or substantially enacted by the reporting date.

a deferred tax asset is recognised to the extent 
that it is probable that future taxable profits will be 
available against which temporary differences can 
be utilised. deferred tax assets are reviewed at each 
reporting date and are reduced to the extent that 
it is no longer probable that the related benefit will  
be realised.

(p) Other taxes
revenues, expenses and assets are recognised net of 
the amount of gSt except:

Where the gSt incurred on a purchase of goods 
and services is not recoverable from the taxation 
authority, in which case the gSt is recognised as part 
of the cost of acquisition of the asset or as part of the 
expense item as applicable; and receivables and 
payables are stated with the amount of gSt included.

the net amount of gSt recoverable from, or payable 
to, the taxation authority is included as part of 
receivables or payables in the balance sheet.

Cash flows are included in the Cash Flow 
Statement on a gross basis and the gSt component 
of cash flows arising from investing and financing 
activities, which is recoverable from, or payable to, 
the taxation authority, are classified as operating  
cash flows.

Commitments and contingencies are disclosed net 
of the amount of gSt recoverable from, or payable to, 
the taxation authority.

(q) Segment Reporting
a segment is a distinguishable component of the 

Company that engages either in providing related 
products or services (business segment), or in 
providing products or services within a particular 
economic environment (geographical segment), 
which is subject to risks and rewards that are different 
from those other segments. the Company’s primary 
format for segment reporting is based on 
geographical segments.

3. segment information
Xero currently operates in one geographical segment – 
New Zealand.
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4. revenues and expenses
	 	 $	2007

(a) Other Income
government grants released  88,889 
Interest received  4,856  
rent received  16,000  
Sundry Income  10,000 

	 	 119,745	

various government grants have been received for research and development activities in the start up phase of 
the Company. there are no unfulfilled conditions or contingencies attaching to these grants.

(b) Finance (costs)/income
Bank loans and overdrafts  (181) 
Finance charges payable under finance leases and hire purchase contracts  (375)

Total finance costs  (556) 

Bank interest earned  4,856 

Total	finance	income	 	 4,856	

(c) Depreciation and amortisation included in income statement
Included in operating expenses: 

depreciation  20,325  
Impairment of property, plant and equipment  - 
amortisation of development costs  -

(d) Lease payments and other expenses included in income statement
Included in administrative expenses: 

Minimum hire Purchase interest payments (finance lease)  375 

(e) Employee benefits expense
Wages and salaries  813,277 

(f) Research and development costs
research and development costs charged directly to expenses in the income statement  -
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5. issued capital 
	 	 $	2007

Ordinary shares
1,500,000 Issued on incorporation and fully paid  1,500,000 
224,138 Issued in March 2007 and fully paid  1,281,038

	 	 2,781,038

there is called but unpaid capital of $8,748 outstanding at 31 March 2007.

Movement in ordinary shares on issue
Issue of Shares on Incorporation  1,500,000 
Issue of Shares on 28th March 2007  224,138

Shares	on	Issue	at	31	March	2007	 	 1,724,138

6. auditors’ remuneration
	 	 $	2007

amounts received or due and receivable by Bdo Spicers for: 
audit of Financial Statements  7,500 
other services in relation to the entity  3,050

  10,550

other audit related services include services for the audit or review of financial information other than financial 
reports and includes prospectus reviews and other audits required for local regulatory purposes.

x
er

o
 i

n
ve

st
m

en
t 

st
at

em
en

t 
&

 p
ro

sp
ec

tu
s

�0



7. income tax
	 	 $	2007

Major components of income tax expense for the year ended 31 March 2007 are:

Income Statement
Current income tax 

Current income tax charge  -
deferred income tax 

relating to origination and reversal of temporary differences  - 
relating to tax losses carried forward  -

Income tax expense reported in income statement  -

a reconciliation of income tax expense applicable to accounting profit before income tax at the statutory 
income tax rate to income tax expense at the Company’s effective income tax rate for the year ended 
31 March 2007 is as follows:

accounting profit/(loss) before income tax  (1,048,907)
at the statutory income tax rate of 33%  (346,139) 

Fair value revaluations on fixed assets  - 
Unrecognised tax losses  - 
deferred tax asset  - 
expenditure not allowable for income tax purposes  47,232

other  -
at effective income tax of 33%  (330,553)
Income tax expense reported in income statement  -
resident Withholding tax Paid  1,894

Tax	Asset	 	 1,894
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	 Balance	Sheet	 Income	Statement	
	 $	2007	 $	2007

Deferred income tax
deferred income tax at 31 March relates to the following:
deferred income tax liabilities 

accelerated depreciation for tax purposes - - 
other - - 
gross deferred income tax liabilities - -

deferred income tax assets 
Losses available for offset against future taxable income - - 
timing differences on prepayments and fixed assets - - 
gross deferred income tax assets - 
deferred income tax charge -

the Company has New Zealand tax losses available to carry forward of $1,007,036, subject to shareholder 
continuity being maintained as required by New Zealand tax legislation.

the Company has not recognised the tax losses in terms of a deferred tax asset in accordance with the 
accounting policies set out in these financial statements.

Imputation Credit Account
Balance at beginning of the year  - 
Imputation credits attached to dividends received during the year  - 
Imputation credits attached to dividends paid during the year  - 
Income tax payments during the year  1,894 

Balance	at	end	of	the	year	 	 1,894	
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8. trade and other payables 
	 Note	 $	2007

trade Payables due to related parties 13 27,726 
other trade payables  140,944 
Non-trade payables and accrued expenses  40,921

	 	 209,591

9. employee entitlements
	 	 $	2007

opening employee entitlement  - 
arising during the year  33,897  
Utilised  -

at 31 March 2007  33,897 

Current  33,897  
Non-current  -

  33,897 
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10. commitments and contingencies

Operating lease commitments 
Company as lessee  
the Company has entered into a commercial lease on 
office premises. the lease runs for a period of six years, 
with two rights of renewal for three years each. Lease 
payments are reviewed every three years to reflect 
market rentals.

the Company has entered into a commercial lease 
on car parking. the lease can be cancelled with 
a month’s notice.

Part of the office premises are sublet to a related 
party at a monthly rental of $5,333. the sublease can 
be terminated at a month’s notice by either party.

	 $	2007

Within one year 177,288  
after one year but not more than five years 709,152  
More than five years 132,966 

	 1,019,406

Finance lease and hire purchase commitments	
at 31 March 2007 the Company has a hire  
purchase commitment.

the Company has a hire purchase contract for 
office equipment; the lease has no terms of renewal or 
purchase options and escalation clauses.

Future minimum lease payments under finance 
leases and hire purchase contracts together with the 
present value of the net minimum lease payments are 
as above.

Capital	commitments	at 31 March 2007 the Company 
has no capital commitments.

Legal claim	at 31 March 2007 the Company has no 
legal claims.

Guarantees at 31 March 2007 the Company has made 
no guarantees.

	 Minimum	Payments	 Lease	Interest	 Principal

Less than 1 year 8,368  4,704  3,664 
Between 1 and 5 years 32,774 5,882 26,892 
More than 5 years - - -

	 41,142	 10,586	 30,556
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11. property, plant and equipment 
Period ended 31 March 2007
	 Leasehold	 Plant	&	 Computer	 Office	 	
Cost	 Improvements	 	Equipment	 Equipment	 Equipment	 Total

additions 202,371 64,069 35,845 4,045 306,330 
disposals - -   -	
Impairment - -   -

 202,371 64,069 35,845 4,045 306,330

Depreciation
opening - - - - - 
accumulated depreciation 
depreciation expense 3,884 8,491 7,341 609 20,325 
disposals     - 
Balance as at 31 March 2007 3,884 8,491 7,341 609 20,325

Net	carrying	amount	 198,487	 55,578	 28,504	 3,436	 286,005

12. trade and other receivables
	 Note	 $	2007

trade receivables from related parties 13 9,750

other trade receivables  11,250

Non-trade receivables  4,998

  25,998
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(i) the Company used accounting services of openside 
Ca Limited of which hamish edwards is a director 
and holds a controlling interest . amounts were 
based on normal market rates for such services and 
were due and payable under normal payment terms.

(ii) the Company called the capital issued on 
incorporation. there is $3,750 outstanding at 
balance date relating to this transaction.

(iii) the Company entered into a sublease agreement 
with openside Ca Limited, of which hamish edwards 
is a director and holds a controlling interest. 
amounts were based on normal market rates for 
office space and are receivable under normal 
payment terms. 

(iv) the Company entered into an agreement with 
Corporate Concern Limited, of which graham  
Shaw is a director for payment of director’s 
services provided. 

(iv) the Company entered into an agreement  
with Nortek Management Services Limited,  
of which Philip Norman is a director and holds 
a controlling interest, for payment of director’s 
services provided. 

	 Transaction	
Key	Management	 value	for	
Personnel	Compensation	 period	2007

In addition to their salaries, key 1,350 
management personnel compensation 
includes 2 directors car parks

Other	Transactions	with	Key	Management	Personnel
directors of the Company control 83.7% of the 
voting shares of the Company, directly and through 
related entities.

a number of key management personnel, or their 
related parties, hold positions in other entities 
that result in them having control or significant 
influence over the financial or operating policies 
of these entities.

a number of these entities transacted with the 
Company in the reporting period. the terms and 
conditions of the transactions with key management 
personnel and their related parties were no more 
favourable than those available, or which might 
reasonably be expected to be made available, on 
similar transactions to non-key management 
personnel related entities on an arm’s length basis.

all transactions and outstanding balances with 
these related parties are priced on an arm’s length 
basis and are to be settled in cash and under normal 
commercial terms. None of the balances are secured.

14. financial instruments and financial 
risk management objectives

Qualitative Disclosures
Liquidity risk
the group’s objective is to maintain a balance 
between continuity of funding and flexibility through 
the use of bank overdrafts, ordinary shares, and hire 
purchase contracts.

Interest rate risk
the Company has minimal exposure to interest rates – 
this is through the interest earned and paid on the 
bank and short term deposits.

13. related parties
	 	 Transaction	value	 	Balance			
Director		 Note	 for	period	2007	 outstanding	2007

hamish edwards - openside Ca Limited (i) 18,000 6,000 
rod drury - Share Capital (called but unpaid) (ii) 3,750

Trade receivables from related parties   9,750

hamish edwards - openside Ca Limited (iii) 54,117 12,867 
graham Shaw - Corporate Concern Limited (iv) 13,120 3,510 
Philip Norman - Nortek Management Services Limited (v) 30,225 11,349

Trade payables due to related parties   27,726
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Liquidity Risk	the following table sets out the contractual cash flows for all financial liabilities and for derivatives that are settled on a gross cash flow basis

	 Balance	 Contractural	 6	Months	 	 	 	 More	than	
	 Sheet	 Cashflows	 or	Less	 6-12	Months	 1-2	Years	 2-5	Years	 5	Years

term Loans 30,556 40,769 4,074 4,074 8,148 24,473 -

accounts Payable 209,591 209,591

total non derivative liabilities 240,147 250,360 4,074 4,074 8,148 24,473 -

Interest Rate Risk - Repricing Analysis

	 	 Balance	 6	Months	 	 	 	 More	than	
	 	 Sheet	 or	Less	 6-12	Months	 1-2	Years	 2-5	Years	 5	Years

Cash and equivalents  1,513,437     -

trade and other receivables  25,998

Finance Lease Liabilities 12.5% (30,556) (1,832) (1,832) (3,664) (23,228)

Total Fixed Rate Instruments  1,508,879 (1,832) (1,832) (3,664) (23,228)

Classification and Fair Values	Set out below is a comparison by category of carrying amounts of all the Company’s financial instruments that are carried in the financial 
statements at other than fair value through profit or loss.

	 Trading	 	 Held-to-	 Loans	&	 Available	 Other	 Total		Carrying		 Fair	
2007	 at	FV	 Designated	 Maturity	 Receivables	 for	Sale	 Amort	Cost	 Value	 Value

Assets
trade & rec    25,998   25,998 25,998 
Cash & equivalents    1,513,437   1,513,437 1,513,437

Total Assets - - - 1,539,435 - - 1,539,435 1,539,435

Liabilities
term Loan (Non Current)      26,892 26,892 26,892 
total Non Current Liability      26,892 26,892 26,892 
term Loan      3,664 3,664 3,664 
trade & other payables      209,591 209,591 209,591

Total	Liabilities	 -	 -	 -	 -	 -	 240,147	 240,147	 240,147
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15. intangible assets
	 Patents	&	Trademarks	 Domains	 Total

Cost
opening Cost - - -

additions 8,252 30,916 39,168

disposals

Balance as at 31 March 2007 8,252 30,916 39,168

Amortisation	and	Impairment	
opening accumulated amortisation - - -

amortisation for year - - -

Impairment Loss - - -

disposals - - -

Balance as at 31 March 2007 - - -

Carrying Amounts 8,252 30,916 39,168
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16. reconciliation of operating cash flows
	 	 $	2007

Reconciliation	from	the	net	profit	after	tax	to	the	net	cash	flows	from	operations
Net profit  (1,048,907)

Adjustments	for:
deferred IPo expenditure  (82,295)

depreciation  20,323 

amortisation  -

Impairment losses  -

Fair value loss on investment properties  -

Net (profit)/loss on disposal of property, plant and equipment  -

Interest received  -

Warranty provision  -

Share options expensed  -

Movement in deferred tax  -

other  -

Changes	in	assets	and	liabilities
(Increase)/decrease in trade and other receivables  (61,180)

(Increase)/decrease in prepayments  (24,090)

(decrease)/increase in trade and other payables  243,488

Net cash from operating activities  (952,661)

17. events after the balance sheet date
In May 2007 Xero Live Limited will register a 
prospectus under the Securities act 1978 and the 
first schedule of the Securities regulations 1983. 
this Prospectus intends to raise $15.0 million through 
the issue of ordinary Shares listing on the New Zealand 
exchange (NZX).

18. prepayments
	 $	2007

Prepaid rent 15,890

Prepaid Insurance 8,200

 24,090
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dear dIrectors We have prepared this report for 
inclusion in the combined investment statement and 
prospectus (the “offer document”) dated 11 May 2007.

as auditor of Xero Live Limited (the “company”), and 
in accordance with the requirements of the Securities 
act 1978 and clause 42 of the First Schedule of the 
Securities regulations 1983, we report as follows:

Audited financial statements of Xero Live Limited We 
audited the financial statements set out on pages 50 
to 69. the financial statements provide information 
about the past financial performance of the company 
and its financial position as at 31 March 2007. this 
information is stated in accordance with the 
accounting policies set out on pages 54 to 58.

Directors’ Responsibilities the directors are 
responsible for the preparation of financial statements 
which gave a true and fair view of the financial 
position of the Company as at 31 March 2007 and the 
results of its operations and cash flows for the period 
ended on that date.

Auditors’ Responsibilities It is our responsibility to 
express an independent opinion on the financial 
statements presented by the directors and report our 
opinion to the directors.

Basis of Opinion an audit includes examining, 
on a test basis, evidence relevant to the amounts 
and disclosures in the financial statements. It also 
includes assessing:

• the significant estimates and judgements made 
by the directors in the preparation of the  
financial statements;

• Whether the accounting policies are appropriate 
to the Company’s circumstances, consistently 
applied and adequately disclosed.

We conducted our audit in accordance with 
New Zealand auditing Standards issued by the  
New Zealand Institute of Chartered accountants. 
We planned and performed our audit as to obtain 
all the information and explanations which we 
considered necessary in order to provide us with 
sufficient evidence to obtain reasonable assurance 
that the financial statements are free from material 
misstatements, whether caused by fraud or error. 
In forming our opinion, we also evaluated the overall 
adequacy of the presentation of information in the 
financial statements.

our firm has not provided any services to the 
Company other than audit related services. Bdo 
Spicers has no other interest in the Company.

Unqualified Opinion We obtained all the information 
and explanations required. In our opinion:

• Proper accounting records were kept by the 
Company so far as appeared from our examination 
of those records;

• the financial statements on pages 50 to 69  
that are required by Clauses 23 to 39 of the First 
Schedule of the Securities regulations 1983 and 
that are required to be audited:
- Comply with these regulations;
- Subject to these regulations, comply with New 

Zealand generally accepted accounting practice;
- give a true and fair view of the financial position 

of the Company as at 31 March 2007 and the 
results of its operations and cash flows for the 
period ended on that date.

the directors 
xero live limited 
level 1, old bank chambers 
98 customhouse quay 
wellington

aUdItor’S
rePort
11 may 2007
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our audit was completed on 20 april 2007 and our 
unqualified opinion was expressed as at that date.

Historical Summaries of Financial Statements In 
respect of the amounts stated pursuant to Clause 8(2) 
and 8(3) of the First Schedule of the Securities 
regulations 1983, included in the historical summaries 
of financial statements of the Company set out on 
page 50, in our opinion:

• the amounts have been correctly taken form the 
audited financial statements of Xero Live Limited 
for the period to 31 March 2007.

Prospective Financial Information We have examined 
the prospective financial information set out on 
pages 46 to 49. the directors are responsible for the 
prospective financial information including the 
assumptions on which it is based.

In our opinion, the prospective financial 
information, so far as the accounting policies and 
calculations are concerned, has been properly 
compiled on the footing of the assumptions made or 
adopted by the issuer set out on pages 54 to 58 
of this offer document and is presented on a basis 
consistent with the accounting policies adopted by 
the Company.

It is likely that actual results will vary from those 
forecast and projected since anticipated events 
frequently do not occur as expected, and these 
variations may be significant.

We have no responsibility to update our opinion on 
the prospective financial information for events and 
circumstances occurring after the date of this report.

Directors’ Responsibilties the directors are 
responsible for the preparation of this offer 
document, including the financial statements, 
historical summaries of financial statements, and the 
prospective financial information contained therein.  
It is our responsibility to report on the matters 
contained in this report. Bdo Spicers takes no 
responsibility for, nor do we report on, any part of the 
offer document not mentioned in this report.

yours faithfully

bdo spicers 
wellington, new zealand
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what sort of investment is this?
The Share Offer Xero is offering 15.0 million new 
fully paid ordinary shares with the ability to accept 
oversubscriptions of up to a further 3.0 million Shares. 
Full details of the Share offer are set out on pages 16 
to 19. the offer Price per Share is $1.00.

the terms of the new Shares will be identical to the 
terms of the existing Shares and the new Shares will 
rank equally in all respects with the existing Shares.

Shares each Share gives the holder the right to:
(a) attend and vote at a meeting of Xero including the 

right to cast one vote per Share on a poll on any 
resolution, including but not limited to, a 
resolution to:
• appoint or remove a director or auditor;
• adopt, revoke or alter Xero's Constitution;
• approve a major transaction;
• approve the amalgamation of Xero under section 

221 of the Companies act 1993; and
• place Xero in liquidation

(b) receive an equal share in any distribution, 
including dividends, if any, authorised by the 
Board and declared and paid by Xero in respect 
of that Share.

(c) receive an equal share with other Shareholders in 
the distribution of surplus assets in any liquidation 
of Xero.

(d) Be sent certain Company information.
(e) exercise the other rights conferred upon a 

Shareholder by the Companies act 1993 and  
the Constitution.

Dividends Xero does not currently anticipate that it 
will pay a dividend for the foreseeable future. Further 
details of Xero’s dividend policy are set out under the 
heading “What returns will I get?” on page 74 of this 
offer document.

Listing on NZX application has been made to NZX for 
permission to list the Shares, and all the requirements 
of NZX relating thereto that can be complied with on 
or before the date of this offer document have been 
duly complied with. however, NZX accepts no 
responsibility for any statement in this offer 
document. Initial quotation of the Shares on the NZSX 
under the symbol Xro is anticipated to occur on 5 June 
2007. NZX has authorised Primary Market Participants 
to act on the Share offer.

Constitution the information below sets out some 
of the more material features of the Constitution. 
It is not an exhaustive list of such features. 
the Constitution is available for inspection by 
prospective investors on the Companies office 
website at www.companies.govt.nz. In addition, 
the Constitution incorporates by reference the 
requirements of NZX as set out in the NZSX Listing 
rules and on NZX’s website at www.nzx.com.

Restrictions on Directors’ powers to issue Shares 
or options which are convertible or exchangeable 
into Shares the directors may issue equity securities 
with Shareholder approval by ordinary resolution, and 
without Shareholder approval if made pro-rata 
to existing Shareholders or under certain  
permitted procedures.

sectIon 7
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Board has limited power to authorise Directors’ 
remuneration the Board’s power to authorise 
payment of remuneration by Xero to a director (in his 
or her capacity as a director) is subject to the prior 
approval of Shareholders by ordinary resolution.

Xero acquiring, or providing financial assistance to 
purchase, its own Shares Xero may acquire its own 
Shares, or provide financial assistance in connection 
with the purchase of its own Shares, provided that: 

• Prior approval is obtained from Shareholders by 
ordinary resolution of each separate group of each 
class of Shares having rights and entitlements that 
are materially affected in a similar way by the 
acquisition or provision of financial assistance.

• the acquisition or provision of financial assistance is 
effected on a pro-rata basis to existing Shareholders.

• Certain other circumstances exist. 
Before any such acquisition or provision of financial 
assistance, Xero must also satisfy the solvency test 
under the Companies act 1993, and the Board must 
resolve that the acquisition or assistance is in the best 
interests of Xero and that the terms and conditions on 
which the acquisition is being made or assistance is 
being given are fair and reasonable to Xero.

Restricted transactions the NZSX Listing rules require 
the approval of Xero’s Shareholders by ordinary 
resolution for the following:
(a) any transaction or series of linked or related 

transactions to acquire, sell, lease, exchange or 
otherwise dispose of (otherwise than by way of 
charge) assets of Xero or assets to be held by Xero 
in respect of which the gross value is in excess of 
50% of the average market capitalisation of Xero

(b) any transaction that will change the essential 
nature of Xero’s business

(c) Certain material transactions (generally those 
having a net value in excess of 5% of the average 
market capitalisation of Xero) entered into by any 
member of the Xero group with, or for the benefit 
of, the directors of any company in the Xero group, 
substantial Shareholders or their associates.

In addition, section 129 of the Companies act 1993 
requires Shareholder approval by special resolution 
prior to Xero entering into any transaction (whether 
by way of an acquisition, disposition or otherwise) 
involving more than 50% of the value of Xero’s assets 
before the acquisition, disposition or otherwise.

the NZSX Listing rules also require the approval of 
Shareholders, by ordinary resolution, for any issue of 
Shares that would materially increase the ability of any 
person or group of associated persons to exercise 
effective control of Xero.

Minority buy out rights If, by special resolution, Xero 
resolves to:
(a) alter or revoke its Constitution in a way which 

imposes or removes a restriction on the activities 
of Xero;

(b) approve a major transaction; or
(c) approve a statutory amalgamation,
any Shareholder voting against the resolution is 
entitled to require Xero to purchase, or to arrange for 
another person to purchase, the Shares of that 
Shareholder for a fair and reasonable price nominated 
by Xero or, if the Shareholder objects to such a price, a 
price determined by arbitration.

Takeovers Code the takeovers Code prohibits any 
person (together with their associates (as defined in 
the takeovers Code)) from becoming the holder or 
controller of 20% or more of the voting rights in Xero 
other than in compliance with the requirements of the 
takeovers Code. Investors are advised to seek legal 
advice in relation to any act, omission or circumstance 
which may result in that investor breaching any 
provision of the takeovers Code.

Overseas Investment Act 2005 any person who is an 
overseas Person for the purposes of the overseas 
Investment act 2005 and who intends to acquire more 
than 25% of the Shares of Xero will be required to 
obtain the consent of the relevant Minister of the 
Crown before acquiring those Shares, in accordance 
with the overseas Investment act 2005.

Other Terms of the Shares and the Share Offer the 
information above is a simplified and general 
description of some of the rights and obligations of 
Shareholders. all terms of the Share offer and the 
Shares, except those rights and obligations implied by 
law, are set out in this offer document or in the 
Constitution. the Constitution is available for public 
inspection at the registered office of Xero at Level 1, 
old Bank Chambers, 98 Customhouse Quay, 
Wellington or on the Companies office website at 
www.companies.govt.nz.
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who is involved in providing it for me?
Xero is the issuer of the Shares. Xero can be contacted 
at its registered office, which is located at Level 1, old 
Bank Chambers, 98 Customhouse Quay, Wellington.

the principal activity of Xero is the provision of 
online accounting software. Xero commenced 
business in July 2006. Further information in respect 
of the business activities of Xero is contained in 
sections 2 to 4 of this offer document entitled “about 
Xero” on pages 28 to 35.

how much do i pay?
the Shares are being offered at the offer Price of $1.00 
per Share.

applications to subscribe for Shares must be made 
on the application Form in accordance with the 
instructions set out below and on the page proceeding 
the application Form. applications under the Share 
offer must be made for a minimum of 1,000 Shares 
and thereafter in multiples of 500 Shares.

applications must be accompanied by payment in 
full for the total number of Shares applied for at the 
offer Price of $1.00 per Share. Cheques must be drawn 
on a registered New Zealand bank, must be crossed 
“Not transferable” and should be made payable to 
“Xero Share offer”. applicants must forward their 
completed application Forms by 5.00pm on 30 May 
2007 to either:

Xero Share Offer 
C/- Link Market Services Limited 
PO Box 91976 
Auckland 1142 
(Level 12, 120 Albert Street Auckland)

or to the Lead Broker or any other Primary Market 
Participant, in sufficient time for the application Form 
to reach Link Market Services no later than 5.00pm on 
30 May 2007.

Further information on how to apply for Shares is 
set out in the section of this offer document entitled 
“application Instructions” on pages 86 to 88.

what are the charges?
applicants are not required to pay any charges to 
Xero in relation to the Share offer, other than the 
offer Price of each Share allocated to them.

Shares purchased or sold on the NZSX are likely 
to attract normal brokerage fees and charges.

Issue expenses (including brokerage fees, share 
registry expenses, legal fees, investment advisory fees, 
accounting fees, advertisement costs, printing costs 
and postage and courier costs relating to the Share 
offer) are estimated to amount to $1.1 million. 
this amount assumes that the Share offer is fully 
subscribed. Xero will pay all costs associated with  
the Share offer.

Xero will pay a fixed brokerage fee of $240,000 to 
First NZ Capital Securities Limited. No brokerage will be 
paid by Xero other than the brokerage fee payable to 
First NZ Capital Securities Limited.

what returns will i get?
Shares returns on the Shares may be by way of capital 
appreciation (although the market price of Shares may 
also decline) and any dividends paid and other 
distributions made in respect of the Shares.
the key factors that determine the returns are:

• the market price for Shares.
• the Board's decisions in relation to dividends and 

other distributions.
• Xero’s financial performance.
• applicable taxes.
• reserves and retentions.

Nothing contained in this offer document should be 
construed as a promise of profitability, and Xero does 
not give any guarantee or promise as to the return of 
capital or the amount of any returns (including 
dividends and other distributions) in relation to the 
Shares. the amount of any returns will depend on a 
number of factors, including those discussed under the 
heading "What are my risks?" on pages 76 to 77 of this 
offer document. the factors described in that section 
could reduce or eliminate the distributions or other 
returns intended to be derived from holding the Shares.

Dividend Policy the directors have adopted a policy 
that there will not be any dividend payments or other 
distributions made for the foreseeable future as 
surplus funds will be retained in order to capitalise on 
immediate and future growth opportunities. 
accordingly, and until that policy changes, returns on 
Shares will be limited to the proceeds of sale or other 
disposition of Shares.
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Xero is the entity legally liable to pay any dividends or 
other distributions declared or made on the Shares.

Sale of Shares Shareholders may benefit from any 
increase in the market price of their Shares. the price 
of the Shares may rise or fall due to numerous  
factors, including:
(a) general economic conditions, including inflation 

rates and interest rates;
(b) variations in the local and global market for listed 

stocks, in general, or for stocks in the industry in 
which Xero operates;

(c) changes to government policy, legislation  
or regulation;

(d) the inclusion or removal of the Shares from major 
market indices;

(e) the nature of competition in the markets in which 
Xero operates; and

(f) Xero’s general operational and business performance 
and profitability risks affecting Xero’s business.

No assurances can be made that Xero’s market 
performance will not be adversely affected by any such 
market fluctuations or any of the above factors. Neither 
Xero, nor any of its directors, officers, employees, 
consultants, agents, partners or advisers guarantees 
the Shares or Xero’s market or financial performance.

there can be no guarantee that an active market in 
the Shares will develop or that the market price of the 
Shares will increase. there may be relatively few or 
many potential buyers or sellers of the Shares on the 
NZSX at any time. this may increase the volatility of 
the market price of the Shares. It may also affect the 
prevailing market price at which Shareholders are able 
to sell their Shares. this may result in Shareholders 
receiving a market price for their Shares that is less or 
more than the price that Shareholders paid for them.

If you sell any of your Shares, the purchaser of those 
Shares will be legally liable to pay you the sale price of 
those Shares.

Taxation Implications on Returns New Zealand taxes 
may affect the return to investors. the following 
taxation summary addresses the tax implications for 
investors who are New Zealand residents for New 
Zealand tax purposes and who will hold Shares 
acquired through the Share offer on capital account.

 this summary is not intended to be an 
authoritative or complete statement of the laws 
applicable. Prospective investors are advised to obtain 
independent professional advice relevant to their own 
particular circumstances before investing.

Acquisition of Shares: No stamp duty is payable in New 
Zealand on Share transfers and no notice of such 
transfers is required to be given by a Shareholder to 
New Zealand revenue authorities.

Disposal of Shares: the New Zealand tax system does 
not include a capital gains tax. Consequently, where 
the disposal of Shares does not form part of a person’s 
business, amounts derived from the disposal of Shares 
will generally not be subject to New Zealand income 
tax. however, there are exceptions to this where the 
Shares were purchased for the purpose of sale or if the 
Shares were acquired as part of a profit making 
undertaking or scheme. Where one of these 
exceptions applies, the gain (or loss) for the 
Shareholder will be the difference between the cost  
of acquiring the Shares and the market value of the 
consideration received for their disposal.

gifts of Shares made by a Shareholder domiciled in 
New Zealand may be subject to New Zealand gift duty.

gift duty applies at 5% on the excess of gifts over 
$27,000 in any 12 month period and arises on a 
graduated scale to a maximum rate of 25% of the 
excess amount of gifts over $72,000.

Dividends: In general, any distribution, including a cash 
dividend, by Xero in respect of Shares, other than a 
non-taxable bonus issue of Shares or a return of 
capital in certain circumstances, will be considered a 
dividend for New Zealand tax purposes. to the extent 
that dividends paid by Xero to New Zealand resident 
Shareholders have less than the maximum allowable 
imputation credits attached, those dividends will be 
subject to resident withholding tax at a rate of up to 
33%. any unutilised imputation credits can be credited 
against tax on other income of that shareholder.

however, resident withholding tax on dividends 
does not need to be accounted for if the New Zealand 
resident Shareholder produces to Xero a current 
certificate of exemption and the certificate continues 
to be current at the time the dividend is paid. to the 
extent that Xero pays dividends to a New Zealand 
resident Shareholder without imputation credits 
attached, Xero will account for resident withholding 
tax unless it is satisfied by the Shareholder that this is 
not required by law. any resident withholding tax 
accounted for in respect of a dividend paid to a New 
Zealand resident Shareholder is able to be credited 
against the income tax liability of that Shareholder.
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what are my risks?
Xero is an early stage software business with no 
specific track record of success for its business or 
operations. Accordingly, please read all the 
information in this Offer Document, and talk to a 
qualified adviser that you trust before deciding 
whether or not to subscribe for Shares in Xero under 
this Share Offer. 

One of the main principles of investing money is to 
have a diversified portfolio of investments. Potential 
investors should carefully consider the size of their 
application relative to their other investments.

No investment is risk-free and the Shares are  
no exception. 

Risks Relating to Shares the principal risk to investors 
is that they may not be able to recoup their original 
investment or they may not receive the returns they 
expect. this could happen for a number of reasons, 
including that:

• the price at which the Shares trade may be lower 
than the price paid for them.

• Investors are unable to sell their Shares because 
the market for them does not develop, becomes 
illiquid or ceases to exist.

• Xero does not pay dividends.
• the operational and financial performance of Xero 

is worse than expected.
• Xero becomes insolvent and is placed in 

receivership or liquidation.

the Shares will be fully paid ordinary shares and 
Shareholders will have no liability to make any further 
payment in respect of their Shares. In the event of 
insolvency of Xero, Shareholders would not receive any 
payment in respect of their Shares until Xero had paid 
all its other creditors, both secured and unsecured, 
including the costs of liquidation or receivership. any 
funds remaining after the payment of Xero’s debts in 
full would be distributed to Shareholders in proportion 
to their respective shareholdings. as a result, 
Shareholders may receive less than the amount 
initially invested by them.

Risks Relating to the Start-up Nature of Xero Xero is a 
start-up technology business. It has engaged in 
minimal trading as at the date of this offer document 
and is essentially an enterprise that is based on an 
idea (i.e. dealing efficiently with sensitive accounting 
data online) that has been developed into a business 
proposition by motivated people with the desire to 
make that idea successful.

accordingly, it is very much a high risk investment 
at this early stage. there is no specific track record of 
success for Xero’s business or operations nor any 
certainty that its business plan and strategies will be 
successful. the key risk factors for Xero, as a start-up 
business, include:

• Unproven market for its product offering – the 
market for its software is at an early stage of 
development and demand for its products/services 
is uncertain. It does not have any experience of its 
sales cycle nor how to manage that cycle 
effectively. It currently relies on a single product 
offering. the failure of that product to achieve and 
maintain market acceptance would adversely 

affect its business. If it fails to develop new 
products/services in a timely manner then its 
revenues will be adversely affected. this would 
also impact on its ability to deploy its products/
services successfully.

• Product distribution – If Xero encounters difficulty 
in establishing a distribution network, both in  
New Zealand and, potentially, internationally, then 
this would have a negative impact on demand for 
its products/services. 

• Failure to compete – Xero may not be able to 
compete successfully against its current, and any 
future, competitors. the potential response of 
Xero’s competitors to its initial product offering, 
and future products/services, is unknown.

• Failure to deal with growth – If Xero’s business 
grows rapidly and Xero fails to properly manage 
that growth, then that failure could harm its 
business. It has limited experience in managing 
back office routines and supporting a large 
customer base. any failure to meet customer 
demand properly could adversely affect the 
business, including demand for Xero’s products/
services, revenue collection, customer satisfaction 
and public perception.

• Failure to retain personnel – any failure to generally 
attract, retain and effectively manage qualified 
personnel could adversely affect its business. In 
particular, Xero has been dependent, in its initial 
stages, on the experience, expertise of its Founders 
– rod drury, its Chief executive officer, and hamish 
edwards, its Chief Financial officer. over time, 
Xero’s reliance on rod and hamish, and their 
experience and expertise and understanding of 
Xero’s business and strategy, will reduce as Xero’s 
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management team grows and becomes more 
established. however, for the foreseeable future, 
Xero will be dependent on the continued 
involvement and commitment of rod and hamish. 
the loss of one or both of them, for whatever 
reason, could have an adverse effect on Xero and 
its prospects.

• Loss-making for foreseeable future – Xero will be 
very much focusing on establishing and then 
growing its business. accordingly, it expects to 
make losses and have negative cash flow in the 
short to medium term.

• Lack of additional funding – It may require 
additional funding to maintain and/or expand its 
business, and such funding may not be available on 
favourable terms or may not be available at all. 

Risks Relating to Xero’s Business given the nature of 
Xero’s business, there are a number of risk factors that 
apply particularly to it. Some of these risk factors 
apply generally to the technology industry. these risk 
factors may, individually or in combination with other 
risk factors, affect the future operating performance 
of Xero and the value of an investor’s investment in 
Xero. these risk factors include:

• Patent applications from unrelated parties – Xero 
has not applied to register any patents for the 
intellectual property that it has developed. the 
intellectual property under development or in use 
by Xero may be subject to patent applications by 
unrelated parties in New Zealand or in other 
jurisdictions, with the result that Xero may, in 
carrying out its business activities, infringe the 
patents of such parties. alternatively, other parties 
may develop and patent other very similar, 

potentially substitutable products, processes or 
technologies. Such events may be outside the 
control of Xero and may have adverse 
consequences for its business. Xero has developed 
an Intellectual Property Strategy to deal with such 
matters to the extent practicable. 

• Patent coverage – there is a risk that any patents 
Xero may seek to have registered in the future  
may not, for whatever reason, be registered in  
New Zealand or any other particular jurisdiction. 

• Dependence on the Internet – Xero’s business is 
based on online applications. accordingly, its 
business is dependent on the continued existence 
and functionality of the Internet.

• Security risks – Xero is reliant on data transmission 
over the Internet. While best practices are adopted 
by Xero, there will be new security threats by third 
parties on an ongoing basis. any security risks that 
cannot be mitigated by Xero may adversely affect 
sales, or potential sales, of its products/services.

• Third party failure – Xero is reliant on a number of 
third parties to provide essential services on an 
outsourced basis. a failure for any reason by any of 
these suppliers to provide those services or a 
failure of their systems may adversely affect Xero’s 
ability to provide services to its customers.

• Exchange rate risk – It is likely that in the future, if 
Xero is successful and expands into international 
markets, it will derive some or most of its revenues 
and costs in those international markets, implying 
significant exposure to foreign exchange movements.

• Market volatility of technology stocks – the market 
prices of technology stocks are, historically, 
particularly volatile, including in response to 
changes in stock markets, or the technology 
industry, generally.

General Market Risks Prior to this Share offer, there 
has been no public market for the Shares. there can be 
no assurance that an active trading market in the 
Shares will develop or that the price of the Shares will 
increase. there may be relatively few potential buyers 
or sellers of the Shares on the NZSX at any time. this 
may increase the volatility of the market price of the 
Shares. It may also affect the prevailing market price 
at which Shareholders are able to sell their Shares.

Factors such as changes in the New Zealand or 
international regulatory environment (including for 
accounting), New Zealand and international equity 
markets, New Zealand dollar and foreign currency 
movements and the New Zealand and global 
economy, could cause the market price of the Shares 
to fluctuate. these fluctuations may adversely affect 
the market price of the Shares after the Share offer.

can the investment be altered?
the full terms of the Share offer, including the 
amounts payable on application, are described on 
pages 16 to 19 of this offer document.

those terms may be altered by Xero by filing an 
amendment to the Prospectus with the registrar of 
Companies. however, those terms cannot be altered 
without an applicant’s consent after an application has 
been accepted and Shares allotted to the applicant.
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the rights attaching to Shares are governed by the 
Constitution and the Companies act. the Constitution 
may only be altered by a special resolution of 
Shareholders, subject to the rights of interest groups 
under the Companies act, or in certain circumstances 
by court order. Section 117 of the Companies act 
restricts Xero from taking any action which affects the 
rights attached to the Shares unless that action has 
been approved by a special resolution of Shareholders 
whose rights are affected by the action. a special 
resolution must be approved by a majority of at least 
75% of the relevant Shareholders entitled to vote and 
voting on that resolution. Under certain 
circumstances, a Shareholder whose rights are 
affected under an action approved by a special 
resolution may require Xero to purchase its Shares.

how do i cash in my investment?
Under certain provisions in the Companies act 1993, 
the Shares could be cancelled by Xero by a reduction 
of capital, share buy-back or other form of capital 
reconstruction. Subject to this, neither the 
Shareholders, Xero, nor any other person has any right 
to terminate, cancel, surrender, or otherwise make or 
obtain payment from the Shares, other than as 
referred to in this offer document under the section 
titled “What returns will I get?”.

Shares will be tradeable subject only to compliance 
with the Constitution, the NZSX Listing rules, 
applicable laws (including the takeovers Code, the 
Securities act 1978 and the overseas Investment act 
2005) and the continuation of an active trading 
market. as at the date of preparation of this offer 
document, there is no established market for the 
Shares. however, in Xero’s opinion, a market for the 
Shares is likely to develop on completion of the Share 
offer. No charges are payable to Xero in respect of any 
sale of Shares. any sale of Shares on the NZSX will 
attract normal brokerage fees.

application has been made to NZX for permission to 
list the Shares and all the requirements of NZX relating 
thereto that can be complied with on or before the date 
of this offer document have been duly complied with. 
however, NZX accepts no responsibility for any 
statements in this offer document.

Shares allocated under the Share offer are 
expected to be quoted and tradeable on the NZSX 
under the symbol Xro from 5 June 2007. applicants 
should not attempt to sell Shares until they know 
whether and if so, how many, Shares have been 
allocated to them. None of Xero nor any person 
associated with the Share offer, nor any of their 
respective directors, officers, employees, consultants, 
agents, partners or advisers, accepts any liability or 
responsibility should any person attempt to sell or 
otherwise deal with Shares before a statement of 
their initial holding is received by that person.

who do i contact with enquiries about my 
investment?
any enquiries about the Shares should be directed to:

the Share Registrar;  
Link Market Services Limited,  
PO Box 91976, Auckland, 1142 
Level 12, 120 Albert Street Auckland

Investor enquiries: (09) 375 5998 
Facsmile: (09) 375 5990

OR

PO Box 384, Ashburton 
138 Tancred Street, Ashburton

Investor enquiries: (03) 308 8887 
Facsmile: (03) 308 8867

Email enquiries: lmsenquiries@linkmarketservices.com 
Website: www.linkmarketservices.com

the Company: 
Level 1 
Old Bank Chambers 
98 Customhouse Quay 
Wellington 
Phone: (04) 819 4800 
Facsimile: (04) 819 4801
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is there anyone to whom i can complain 
if i have problems with the investment?
Complaints about the Shares can be directed to the 
Share registrar at the address shown under the 
heading “Who do I contact with enquiries about my 
investment?”. there is no ombudsman to whom 
complaints can be made about this investment.

what other information can i obtain about 
this investment?

Offer Document and Financial Statements this offer 
document comprises both a prospectus and an 
investment statement in respect of the Share offer. 
other information about the Shares and Xero is 
contained or referred to in the other sections of this 
offer document and in Xero’s financial statements.

this offer document, Xero’s most recent financial 
statements, the Constitution and the material 
contracts referred to on pages 80 to 85 of this offer 
document may be inspected, free of charge, during 
normal business hours at Xero’s registered office at 
Level 1, old Bank Chambers, 98 Customhouse Quay, 
Wellington.

those documents and other documents of, or 
relating to, Xero are also filed on a public register 
which can be accessed on the Companies office 
website at www.companies.govt.nz or freephone 
0508 266 726. 

Ongoing Reports to Shareholders Shareholders will 
receive periodic statutory reports, including annual 
reports (including annual audited financial 
statements) and half-year reports (including 
unaudited half-year financial statements) and other 
Shareholder communications.

the Company is also required to make half-yearly 
and annual announcements to NZX, and such other 
announcements as are required by the NZSX Listing 
rules from time to time.

On Request Information Shareholders are also entitled 
to request copies of the following documents under 
section 54B of the Securities act 1978:
(a) the most recently published financial statements 

of Xero and all documents that are required to be 
incorporated in, attached to, or accompany, those 
financial statements.

(b) Xero’s most recent annual report.
(c) this offer document.
(d) a comparison of actual results against the 

prospective financial information set out in this 
offer document, once available.

(e) any other information that may be requested 
under regulation 23a of the Securities 
regulations 1983.

this information will be made available to 
Shareholders, free of charge, upon a request in  
writing being made to Xero at its registered office  
at Level 1, old Bank Chambers, 98 Customhouse 
Quay, Wellington.
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1. main terms of share offer the issuer of the 
Shares is Xero Live Limited, which has its registered 
office at Level 1, old Bank Chambers, 98 Customhouse 
Quay, Wellington.

the Shares being offered are fully paid, ordinary 
shares in Xero. a summary of the Shares being offered 
is set out on pages 16 to 19 under the heading “details 
of the Share offer”.

the maximum number of Shares being offered 
under the Share offer is 18.0 million including over-
subscriptions of up to 3.0 million Shares. the offer 
Price for the Shares is $1.00 per Share.

2. name and address of offeror Not applicable.

3. details of the incorporation of xero Xero 
was incorporated in New Zealand on 6 July 2006 
under the Companies act 1993. the Company’s 
registration number is 1830488. Xero changed its 
name from accounting 2.0 Limited to Xero Live 
Limited on 6 November 2006.

the public register relating to Xero is available 
for inspection on the Companies office website 
at www.companies.govt.nz.

4. principal subsidiaries of xero as at the 
date of this offer document, there are no subsidiaries 
of Xero.

5. directorate and advisers the name, technical 
or professional qualifications and city of residence of 
each director of Xero are set out on pages 38, 39 and 43.

the directors can be contacted at the registered 
office of Xero at Level 1, old Bank Chambers, 
98 Customhouse Quay, Wellington.

rod drury and hamish edwards are the only  
directors who are also employees of Xero. 

rod is the Chief executive officer and hamish is the 
Chief Financial officer.

No director of Xero has been adjudged bankrupt 
during the five years preceding the date of this 
offer document. 

the name and address of each of Xero’s auditor 
and securities registrar, and the Primary Market 
Participants and solicitors who have been involved 
in the preparation of this offer document, are set out 
in the directory.

ernst & young, Chartered accountants, whose 
address is Majestic Centre, 100 Willis Street, 
Wellington, have given and have not, before delivery 
of a copy of this offer document for registration, 
withdrawn its consent to the distribution of this offer 
document with the references to its independent 
market research being included in the form and 
context in which those references have been included.  
ernst & young may be retained by Xero to provide 
professional services to it in the future.

5a. restrictions on directors’ powers 
the Constitution incorporates by reference the 
requirements of the NZSX Listing rules. the principal 
modifications, exceptions or limitations on the powers 
of the Board imposed by the Constitution (including 
the requirements of the NZSX Listing rules 
incorporated into the Constitution) are as follows:
(a) the Board may not issue or acquire any equity 

securities except in accordance with the provisions 
of the Constitution and the NZSX Listing rules;

(b) the Board may not give financial assistance for the 
purpose of, or in connection with, the acquisition 
of equity securities issued or to be issued, except 
in limited circumstances and in accordance with 
the provisions of the Constitution and the NZSX 
Listing rules;

sectIon 8

StatUtory 
INForMatIoN
the InformatIon In thIs sectIon Is 
Included In accordance wIth the 
requIrements of the fIrst schedule 
to the securItIes regulatIons.
the paragraph numbers below 
correspond wIth the clause 
numbers of the fIrst schedule of 
the securItIes regulatIons. 
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(c) the Board may not cause Xero to enter into any 
transaction or series of linked or related 
transactions to acquire, sell, lease, exchange or 
otherwise dispose of (otherwise than by way of 
charge) assets of Xero which would change the 
essential nature of the business of Xero in respect 
of which the gross value is in excess of 50% of the 
average market capitalisation of Xero, without the 
prior approval of an ordinary resolution of 
Shareholders; and

(d) the Board may not allow Xero to enter into certain 
material transactions with related parties if that 

related party is, or is likely to become, a direct or 
indirect party to the material transaction without 
the prior approval of an ordinary resolution of 
Shareholders.

In addition, directors may not vote on any matter in 
which he or she is interested unless permitted by the 
Companies act and the NZSX Listing rules where he or 
she has complied with the relevant provisions and 
signed a certificate in respect of the matter.

the Companies act contains a number of other 
provisions that could have the effect, in certain 
circumstances, of imposing modifications, 

exceptions or limitations on the powers of the Board. 
For example, directors cannot allow the Company  
to enter into any major transaction (as that term 
is defined in the Companies act) without the prior 
approval of a special resolution of Shareholders. 
these provisions apply to any company registered 
under the Companies act.

6. substantial equity security holders of 
issuer the table above sets out the names of the 14 
largest registered holders of Shares as at the date 
of this offer document.

	 Connected	Director	 		 Number	of	Shares	
Shareholder	 or	Xero	employee	 Consideration	paid	($)	 post	share	split	and	pre	IPO	 %

anna Stuck and Kenneth drury rod drury 1,063,277 24,668,025 61.7%

hamish edwards, tineke  edwards and andrew Finch hamish edwards 300,000 6,960,000 17.4%

anna grigg, alastair grigg and Claymore trustees Limited (2) alastair grigg 400,000 1,600,011 4.0%

Jasmine Investment holdings Limited Sam Morgan 200,000 800,006 2.0%

W5 Limited rowan Simpson 200,001 800,006 2.0%

Craig Walker and Catherine Walker (1) Craig and Catherine Walker 44,998 659,994 1.6%

anthony Bishop and andrew Finch anthony Bishop 150,000 599,998 1.5%

edward robinson and Catherine robinson (1) Catherine robinson 20,000 464,000 1.2%

Fletcher Brown and Karen oakley-harress (1) Fletcher Brown 20,000 464,000 1.2%

Philip Fierlinger, hadley Fierlinger and Murray harden (1) Philip Fierlinger 20,000 464,000 1.2%

graham Shaw and delwyn Shaw graham Shaw 111,000 444,002 1.1%

Phil Norman (2) Phil Norman 100,000 399,968 1.0%

Clive Carter and James Carter hamish Carter 60,001 240,004 0.6%

guy haddleton guy haddleton 50,002 200,007 0.5%

Note:  (1) these four parties invested in the initial investment round, along with the Founders. (2) these two parties acquired existing shares from Anna Stuck and Kenneth Drury (the “Drury Interests”). 
(None of the persons named above guarantees, or undertakes any liability in respect of, the Shares.)
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the Founders together with the four founding 
employees contributed initial capital of $1.5 million to 
establish the Company.

In March 2007, a further $1.3 million was raised by 
the issue of Shares to selected current or proposed 
employees and the Independent directors to provide 
additional working capital to fund the business for 
several months, including through the Share offer. In 
setting the issue price for the issue of those Shares, 
the Board took into account, amongst other factors, 
the status of the business at the time and, in the case 
of selected employees, the need to incentivise them.

None of the Shares issued under these two internal 
capital raising rounds nor the Shares purchased from 
the drury Interests, can be disposed of by their holders 
during the 12 months following the quotation of the 
Shares on the NZSX. Furthermore, there is no sale of 
any of those Shares under this Share offer.

the Independent directors intend to subscribe, in 
aggregate, for a further $1.35 million under the Share 
offer at the offer Price.

as required by Listing rule 7.1.15, on 10 May 2007, Xero 
required all registered holders of 5% or more of the 
voting securities of Xero to disclose any relevant 
interest and the nature of that relevant interest held 
by them and the consideration and other terms and 
conditions or any transaction under which they 
acquired their shares. those holders provided the 
disclosures above.

7. description of activities of the issuing 
group Xero is the “issuing group” for the purposes  
of the Securities regulations. Xero was incorporated 
on 6 July 2006. Since incorporation, the principal 
activities of Xero have been to develop its online 
accounting software solution for SMes, to “beta test” 
this product offering and to begin selling this product 
offering to an initial pool of customers. Further 
information about the business activities of the 
Company is set out in the section of this offer 
document entitled “about Xero” on pages 28 to 35.

the principal fixed assets of Xero are the furniture and 
fittings, computers and office equipment used by Xero 
staff at Xero’s office premises, all of which are owned 
or held under lease or licence by Xero.

8. summary of financial statements 
Financial statements, in summary form, for Xero 
in respect of the accounting period ending 31 March 
2007 are set out under the heading “historic Financial 
Information” on pages 50 to 69 of this 
offer document.

the information contained in the summary of 
financial statements for the nine months ending 
31 March 2007 is derived from the audited financial 
statements for Xero for that period. 

Relevant	Interest	Holder	 No.	of	Shares	 Nature	of	Relevant	Interest	 Consideration	and	other	Terms

anna Stuck and Kenneth drury 1,063,277  Legal and registered title held as trustees of the rodanna ventures trust $1,063,277 
  for the benefit of the rodanna ventures trust (being anna Stuck and 
  rodney Kenneth drury and present and future members of their family) 
  in favour of whom the trustees may exercise their discretion from time to time.

hamish edwards, tineke edwards 300,000  Legal and registered title held as trustees of the hnt trust for the benefit $300,000 
and andrew Finch  of the hnt trust (being hamish edwards and tineke edwards and present 
  and future members of their family) in favour of whom the trustees may 
  exercise their discretion from time to time.  

Note: The above information is stated as at 9 May 2007 and pre-dates and does not take into account the share split of 23.2 for one undertaken by Xero on 9 May 2007. 
Rod Drury and Hamish Edwards have also disclosed that they have a relevant interest in the Shares held by their respective trusts. 
(None of the persons named above guarantees, or undertakes any liability in respect of, the Shares.)
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9. prospects and forecasts a statement as to 
the trading prospects of Xero, together with any 
relevant material information that may be relevant 
to those prospects, is set out in the section of this 
offer document entitled “about Xero” on pages 28 
to 35 and, more particularly, in the section entitled 
“Prospective Financial Information” on pages 46 to 49.

any special trade factors and risks which could 
materially affect the prospects of Xero and which are 
not likely to be known or anticipated by the general 
public are set out under the heading “What are my 
risks?” on pages 76 to 77.

It is not the purpose of the Share offer to provide 
finance for any particular capital project.

10. provisions relating to initial flotations 
the plans of the directors in respect of Xero during the 
12 month period commencing on the date 
of this offer document are to focus on marketing 
and distributing the Xero product offering to the  
three initial key markets identified: New Zealand,  
the UK and australia (as further described under 
the heading “about Xero” on pages 28 to 35).  
the source of finance required for these plans will 
be funds received from the issue of new Shares 
pursuant to the Share offer, operating cash flows, 
working capital and borrowings and other financial 
accommodation considered prudent and appropriate 
by the Company during that year.

Notwithstanding the plans of the directors, 
the proceeds of the Share offer may be applied 
towards any other undertaking in which Xero may 
lawfully engage.

the prospective statement of cash flows of Xero which 
the directors expect to occur in the period beginning 
on the date of registration of this offer document and 
ending on 10 May 2008 is set out under the heading 
“Prospective Financial Information” on pages 46 to 49.

For the purposes of section 37(2) of the Securities 
act 1978, the minimum amount that, in the opinion of 
the directors, must be raised in order to provide the 
sums required to be provided in respect of:
(a) the purchase price of any property to be purchased 

which is to be defrayed in whole or in part out of 
the proceeds of the Share offer;

(b) any preliminary expenses or commission;
(c) working capital; and
(d) the repayment of any money borrowed by the 

Company in respect of any of the foregoing 
matters, 

is $10.0 million.

11. acquisition of business or subsidiary No 
business or subsidiary has been acquired by Xero in 
the two years prior to the date of registration of this 
offer document.

12. securities paid up otherwise than in cash 
Xero has not, within the five years preceding the date 
of registration of this offer document, allotted to any 
person any securities paid up otherwise than in cash.

13. options to subscribe for securities of the 
company No options to subscribe for securities of 
Xero have been granted to any person by or on behalf 
of Xero. however, it is proposed that options will be 
granted to certain employees in the future under an 
employee share option plan that has been established 
by Xero. details of this plan are set out at section 4 
of this offer document.

14. appointment and retirement of directors 
None of the existing directors of Xero has been 
appointed to the Board in a manner that is materially 
different from that specified in sections 153 and 155 of 
the Companies act.

Xero’s Constitution contains no provisions 
concerning the retirement age of directors.

No person (other than the Shareholders of Xero 
in a general meeting or the directors acting as a  
Board to fill a casual vacancy) has the right to appoint 
any director.

each director has the power to appoint any person 
as an alternate director, who may be any person not 
disqualified under the Companies act from holding 
the position of a director of a company and who is 
approved by a majority of the other directors.

15. directors’ interests except for rod drury and 
hamish edwards, no director of Xero is entitled to any 
remuneration from Xero other than by way of 
directors’ fees, consulting fees, and reasonable 
travelling, accommodation and other expenses 
incurred in the course of performing duties or 
exercising powers as a director.

rod drury is Chief executive officer of Xero and 
hamish edwards is Chief Financial officer of Xero, 
each providing management and executive services 
to Xero. rod drury has a remuneration package of 
$225,000 per annum for his role as Chief executive 
officer. hamish edwards has a remuneration 
package of $200,000 per annum for his role as Chief 
Financial officer.
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Xero has granted its directors an indemnity to the 
maximum extent permitted by the Companies act 
and the Constitution. Xero maintains insurance for its 
directors to the maximum extent permitted by the 
Companies act.

No retirement benefits are payable by Xero to the 
directors. No compensation is payable by Xero to the 
directors for loss of office.

No material transactions (within the meaning of 
the Securities regulations) have been entered into by 
Xero, during the five years preceding the date of this 
offer document or are to be entered on or after that 
date, with any director or any of the other persons 
described in clause 15(4) of the First Schedule to the 
Securities regulations.

16. promoter’s interests there is no Promoter of 
the Shares offered under this offer document.

17. material contracts Xero has entered into the 
following material contracts:
(a) a deed of embargo, dated 10 May 2007, with anna 

Stuck and Kenneth drury in respect of the Shares 
held by them;

(b) a deed of embargo, dated 10 May 2007, with 
hamish edwards, tineke edwards and andrew 
Finch in respect of the Shares held by them; and

(c) a letter of engagement, dated 10 May 2007, with First 
NZ Capital Securities Limited for the provision of 
services as Lead Broker and Joint organising Sponsor.

apart from the contracts set out above, Xero has not 
entered into any other material contracts (not being 
contracts entered into in the ordinary course of 
business) during the two years preceding the date of 
registration of this offer document.

18. pending proceedings there are no legal 
proceedings or arbitrations pending as at the date 
of registration of this offer document that may have 
a material adverse effect on Xero.

19. preliminary and issue expenses Issue 
expenses (including brokerage and commission 
fees, management fees, share registry expenses, legal 
fees, accounting fees, advertising costs, printing costs 
and postage and courier costs relating to the Share 
offer) are estimated to amount to an aggregate of  
$1.1 million. 

this assumes that the Share offer is fully 
subscribed. Xero will pay all costs associated with the 
Share offer.

Xero will pay a fixed brokerage fee of $240,000 to 
First NZ Capital Securities Limited. No brokerage will 
be paid by Xero other than the brokerage fee payable 
to First NZ Capital Securities Limited. 

No preliminary expenses have been  incurred by Xero.

20. restrictions on xero there are no restrictions 
on the ability of Xero to make a distribution or to 
borrow, being restrictions which result from any 
undertaking given or any contract or debt entered into 
by Xero.

21. other terms of share offer and securities 
all of the terms of the Share offer, and all the terms of 
the Shares, are set out in this offer document, other 
than those implied by law or which are set out in a 
document that has been registered with a public 
official, are available for public inspection and is 
referred to in this offer document.

22-38. financial statements audited financial 
statements of Xero required by clauses 22 to 37 of the 
First Schedule to the Securities regulations for the 
year ended 31 March 2007 are set out in the section of 
this offer document entitled “historic Financial 
Information” on pages 50 to 69.  

39. places of inspection of documents the 
Constitution of Xero and, subject to the following 
paragraph, copies of the material contracts referred to 
above under the heading “Material Contracts”, may be 
inspected (without charge) during the period of the 
Share offer during normal business hours at the 
registered office of Xero at Level 1, old Bank Chambers, 
98 Customhouse Quay, Wellington. Copies of those 
documents are also available for public inspection on 
the Companies office at www.companies.govt.nz.  
If a document is not available on the Companies office 
website, a request can be made for it by calling toll 
free on 0508 226 726.

40. other material matters there are no other 
material matters relating to the Share offer, other 
than those set out in this offer document and in 
contracts entered into in the ordinary course of 
business of Xero.
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41. directors’ statements the directors of Xero, 
after due inquiry by them in relation to the period 
between 31 March 2007 and the date of registration of 
this offer document, are of the opinion that no 
circumstances have arisen that materially adversely 
affect the trading or profitability of Xero, the value of 
Xero’s assets or the ability of Xero to pay its liabilities 
due within the next 12 months.

42. auditor’s report the auditor’s report  
required by clause 42 of the First Schedule to the 
Securities regulations is set out in the sections 
of this offer document entitled “auditor’s report”  
on pages 70 to 71.

signed by or on behalf of each director of 
xero live limited:

rodney kenneth drury 
 
 

hamish craig edwards 
 
 
 

philip john norman 
 
 

graham john shaw 
 
 

john david guy haddleton 
 
 

samuel gareth morgan
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aPPLICatIoN 
INStrUCtIoNS

you should read thIs offer document 
carefully before completIng the applIcatIon 
form Included wIth and formIng part 
of thIs offer document. applIcatIons for 
shares must be made on the approprIate 
applIcatIon form accompanyIng thIs offer 
document.
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general
Applications must be for a minimum of $1,000.

Applications for Shares may be lodged from the 
opening date of the Share Offer on 14 May 2007.  
The Share Offer will remain open until 5.00pm on  
30 May 2007; or such other date as Xero may 
determine. An Application must be completed in full 
and may be rejected if any details are not entered. 
Xero reserves the right to decline any Application,  
in whole or in part, without giving any reason. Xero’s 
decision as to whether to reject the Application, or to 
treat it as valid (and then how to construe, amend or 
complete the Application Form) will be final.

An Application will constitute an irrevocable offer 
by the Applicant to subscribe for and acquire the 
number of Shares specified on the Application Form 
(or such lesser number which Xero may determine) on 
the terms and conditions set out in this Offer 
Document and on the Application Form. By 
submitting an Application Form, Applicants agree to 
be bound by these terms and conditions and Xero’s 
Constitution. Xero’s and the Joint Organising 
Sponsors’ decision on the number of Shares to be 
allotted to any Applicant will be final.

None of Xero, the Joint Organising Sponsors, the 
Lead Broker or any of their respective officers, 
employees or advisers accept any liability or 
responsibility should any person attempt to sell or 
otherwise deal with the Shares before the statements 
confirming Allotments are received by the Applicants 
for the Shares.

the application form
Please complete all relevant sections of the 
Application Form using CAPITAL BLOCK LETTERS.

1. Insert your details
(a) Enter your FULL NAME. Up to three Applicants may 

apply jointly. Enter your POSTAL ADDRESS for all 
correspondence. All communications to you from 
Xero (statements, distribution cheques, periodic 
reports, correspondence etc) will be mailed to you 
at the address as shown. For joint Applicants, only 
one address is to be entered. Please let us know 
your TELEPHONE NUMBER(S) in case we need to 
contact you in relation to your Application.

(b) Insert the NUMBER OF SHARES you wish to apply 
for and the DOLLAR AMOUNT of payment attached.

(c) If you currently have a Common Shareholder 
Number (CSN), please enter it in the box provided. 
The application must be made in the same name 
as the CSN for the CSN to apply to this holding.

(d) Enter your IRD NUMBER 
(e) Read the declaration carefully and SIGN the 

Application Form. It must be signed by Applicants 
personally. Joint Applicants must all sign the 
Application Form. Companies or other bodies 
corporate must sign in the same way as they  
would sign a formal deed or other formal legal 
document. Applications may, in either case, be 
executed by an attorney. If your Application Form 
is signed by an attorney, the power of attorney 
document is not required to be lodged, but the 
attorney must complete the certificate in section E 
of Application Form. 

(f) Ensure your Application Form and payment 
is received at the address specified by 5.00pm on  
30 May 2007.
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2. Payment
Full payment for the Shares applied for in the 
Application Form at the Offer Price of $1.00 per share 
must accompany each Application Form. Payment 
must be made by a cheque drawn on a New Zealand 
bank, for New Zealand dollars, for value immediately. 
Post-dated cheques will not be accepted. Please ensure 
that the total of the cheque equals the amount 
payable. If the accompanying payment is for the wrong 
amount, your Application (at Xero’s discretion) may or 
may not be treated as valid. Make the cheque payable 
to Xero Share Offer and cross it Not Transferable.

Sufficient cleared funds should be held in your 
account as cheques returned unpaid are likely to 
result in your Application being rejected or your 
Allotment being cancelled. Staple your cheque to the 
Application Form.

Until the issue of Shares, Application money will 
be held in a separate account for your and Xero’s 
benefit, according to the respective entitlements. 
Money received in respect of Applications which are 
declined in whole or part will be refunded in whole or 
part (as the case may be) by 8 June 2007. Interest will 
not be paid on any Application money refunded.

3. Delivery
Applications cannot be revoked or withdrawn. 
Application Forms must be mailed or delivered with 
payment to arrive before 5.00pm on 30 May 2007 to 
either:

Xero Share Offer 
C/- Link Market Services Limited 
PO Box 91976, Auckland 1142 
Level 12, 120 Albert Street, Auckland.

OR to the Lead Broker or any other Primary Market 
Participant, in sufficient time for the Application Form 
to reach Link Market Services by no later than 5.00pm 
on 30 May 2007.

Please lodge your Application Form AS SOON 
AS POSSIBLE in the event that the Share Offer  
closes earlier.

4. Personal information
Personal information provided by you in completing 
the Application Form will be held by the Share 
Registrar. The information will be used by the Share 
Registrar and Xero for administration purposes 
relating to your Application and, where applicable, 
issue and holding of Shares. If you do not provide  
all information required by the Application Form,  
Xero may decline to accept your Share Offer to 
subscribe for Shares. Pursuant to the Privacy Act 1993, 
you have a right of access to, and correction of, the 
personal information held about you. The addresses  
of each of the Share Registrar and Xero are set out  
in the directory on the inside back cover of this  
Offer Document.
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aPPLICatIoN 
ForM

form contInued on reverse

this application Form is issued with the combined Prospectus and Investment Statement dated and prepared as at 11 May 2007 (the “offer document”) for the offer of 
fully paid ordinary shares (“Shares”) in Xero Live Limited (“Xero”).  Before completing this application Form, applicants should read the offer document.

xero lIve lImIted

A applIcatIon detaIls  -  please prInt In block letters

title: first name(s): family name:

oN aCCoUNt:

title: first name(s): family name:

title: first name(s): family name:

or CorPorate NaMe:

Postal address:

email address: 

telephone (Work):

telephone (home):

C shareholder number:

IF yoU CUrreNtLy have a CoMMoN SharehoLder NUMBer (CSN),PLeaSe eNter It here:

D Ird number

oNLy oNe Ird NUMBer IS reQUIred IN reSPeCt oF JoINt aPPLICatIoNS
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E sIgnature(s) of applIcant(s)

I/We hereby acknowledge that I/we have received and read the offer document, and apply for the number of fully paid ordinary Shares shown above and 
agree to accept such Shares (or such lesser number as may be allotted to me/us) on and subject to the terms and conditions set out in the offer document 
and on the terms set out in the application Instructions:

signature  
applicant:

date: date: date:

signature  
applicant:

signature  
applicant:

B applIcatIon - Important

applications must be accompanied by payment in full.  Payment must be by a cheque or bank draft payable to “Xero Share offer” and crossed “Not transferable”.   
Payment must be in New Zealand currency.  applications must be for a minimum of 1,000 shares (i.e. $1000) and, thereafter, in multiples of 500 shares (i.e. $500).

NUMBer oF ShareS aPPLIed For: CheQUe or BaNK draFt attaChed For:  $

broker’s stampadviser’s code



applIcatIon form contInued
F send applIcatIon form and cheque or bank draft to by 5.00pm on 30 may 2007 to:

g certIfIcate of non-revocatIon of power of attorney:  (Complete this section if you are acting on behalf of someone for whom you have Power of attorney)

I, (Name of attorney)

of (address and occupation of attorney)

hereBy CertIFy:

1. that, by Power of attorney dated the  day of the (‘donor’) appointed me his/her/its  
attorney on the terms and conditions set out in the Power of attorney.

2. that I have executed the application for Shares printed on this application Form under the Power of attorney and pursuant to the powers thereby 
conferred on me.

3. that at the date of this certificate I have not received any notice or information of the revocation of that Power of attorney by death (or winding up)  
of the donor or otherwise.

Signed at this day of 2007

Signature of attorney  

 (Complete this section if you are acting as agent for someone)H certIfIcate of non-revocatIon of agency:

I, (Name of agent)

of (address and occupation of agent)

hereBy CertIFy:

1. that, by agreement dated the day of the (‘donor’) appointed me his/her/its 
agent on the terms and conditions set out in the agreement.

2. that I have executed the application for Shares printed on this application Form under the appointment and pursuant to the powers thereby conferred 
on me.

3. that at the date of this certificate I have not received any notice or information of the revocation of that appointment by death (or winding up) of the 
donor or otherwise.

Signed at this day of 2007

Signature of agent  
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to the Lead Broker or any other Primary Market Participant, in sufficient time for the application 
Form to reach Link Market Services by 5.00pm on 30 May 2007.

Xero Share Offer 
Link Market Services Limited
PO Box 91976, Auckland 1142
Level 12, 120 Albert Street, Auckland

or

 (Complete this section if you are acting as agent for someone)



form contInued on reverse

this application Form is issued with the combined Prospectus and Investment Statement dated and prepared as at 11 May 2007 (the “offer document”) for the offer of 
fully paid ordinary shares (“Shares”) in Xero Live Limited (“Xero”).  Before completing this application Form, applicants should read the offer document.

xero lIve lImIted

A applIcatIon detaIls  -  please prInt In block letters

title: first name(s): family name:

oN aCCoUNt:

title: first name(s): family name:

title: first name(s): family name:

or CorPorate NaMe:

Postal address:

email address: 

telephone (Work):

telephone (home):

C shareholder number:

IF yoU CUrreNtLy have a CoMMoN SharehoLder NUMBer (CSN),PLeaSe eNter It here:

D Ird number

oNLy oNe Ird NUMBer IS reQUIred IN reSPeCt oF JoINt aPPLICatIoNS

te
ar

 a
pp
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rm
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e

E sIgnature(s) of applIcant(s)

I/We hereby acknowledge that I/we have received and read the offer document, and apply for the number of fully paid ordinary Shares shown above and 
agree to accept such Shares (or such lesser number as may be allotted to me/us) on and subject to the terms and conditions set out in the offer document 
and on the terms set out in the application Instructions:

signature  
applicant:

date: date: date:

signature  
applicant:

signature  
applicant:

B applIcatIon - Important

applications must be accompanied by payment in full.  Payment must be by a cheque or bank draft payable to “Xero Share offer” and crossed “Not transferable”.   
Payment must be in New Zealand currency.  applications must be for a minimum of 1,000 shares (i.e. $1000) and, thereafter, in multiples of 500 shares (i.e. $500).

NUMBer oF ShareS aPPLIed For: CheQUe or BaNK draFt attaChed For:  $

broker’s stampadviser’s codeaPPLICatIoN 
ForM



applIcatIon form contInued
F send applIcatIon form and cheque or bank draft to by 5.00pm on 30 may 2007 to:

g certIfIcate of non-revocatIon of power of attorney:  (Complete this section if you are acting on behalf of someone for whom you have Power of attorney)

I, (Name of attorney)

of (address and occupation of attorney)

hereBy CertIFy:

1. that, by Power of attorney dated the  day of the (‘donor’) appointed me his/her/its  
attorney on the terms and conditions set out in the Power of attorney.

2. that I have executed the application for Shares printed on this application Form under the Power of attorney and pursuant to the powers thereby 
conferred on me.

3. that at the date of this certificate I have not received any notice or information of the revocation of that Power of attorney by death (or winding up)  
of the donor or otherwise.

Signed at this day of 2007

Signature of attorney  

 (Complete this section if you are acting as agent for someone)H certIfIcate of non-revocatIon of agency:

I, (Name of agent)

of (address and occupation of agent)

hereBy CertIFy:

1. that, by agreement dated the day of the (‘donor’) appointed me his/her/its 
agent on the terms and conditions set out in the agreement.

2. that I have executed the application for Shares printed on this application Form under the appointment and pursuant to the powers thereby conferred 
on me.

3. that at the date of this certificate I have not received any notice or information of the revocation of that appointment by death (or winding up) of the 
donor or otherwise.

Signed at this day of 2007

Signature of agent  
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to the Lead Broker or any other Primary Market Participant, in sufficient time for the application 
Form to reach Link Market Services by 5.00pm on 30 May 2007.

Xero Share Offer 
Link Market Services Limited
PO Box 91976, Auckland 1142
Level 12, 120 Albert Street, Auckland

or

 (Complete this section if you are acting as agent for someone)
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$, nzd or nz$  
New Zealand dollar

allotment date no later 
than Tuesday, 5 June 2007

application an application 
to subscribe for Shares 
under the Share Offer

application form the 
forms at pages 89 to 92 
or circulated with this  
Offer Document to 
subscribe for Shares  
under the Share Offer

applicant a person who 
submits an Application 
Form under the Offer

business day a day on 
which the NZX is open 
for trading

cameron partners 
Cameron Partners Limited, 
financial advisor to the 
Board and Joint Organising 
Sponsor of the Share Offer

closing date 30 May 2007, 
unless brought forward or 
extended by Xero

companies act Companies 
Act 1993

company Xero Live Limited

ceo Chief Executive Officer, 
being Rod Drury

cfo Chief Financial Officer, 
being Hamish Edwards

chairman or independent 
chairman Phil Norman

csn Common Shareholder 
Number

directors or board 
The board of directors 
comprising Phil Norman, 
Graham Shaw, Guy 
Haddleton, Sam Morgan, 
Rod Drury and Hamish 
Edwards

ernst & young Ernst & 
Young Limited

esop employee share 
option plan

existing shareholder 
a holder of shares in Xero 
prior to the Share Offer

faster Fully Automated 
Settlement and Transfer 
System, operated by 
the NZX

fin FASTER identification 
number

gLoSSary  
oF terMS
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first nz capital First NZ 
Capital Securities Ltd, Lead 
Broker and Joint Organising 
Sponsor of the Share Offer

founders or founding 
shareholders Rod Drury 
and Hamish Edwards

ict Information, 
Communications and 
Technology

independent directors  
the independent directors 
comprising Phil Norman, 
Graham Shaw, Guy 
Haddleton and Sam Morgan

issuer Xero Live Limited

issue price $1.00 per Share

intuit Intuit, Inc.

joint organising sponsor 
Cameron Partners Ltd 
and First NZ Capital 
Securities Ltd

lead broker First NZ 
Capital Securities Ltd

link market services  
Link Market Services 
Limited, the Share Registrar

listing date and listing  
5 June 2007, the date Xero is 
expected to be quoted on 
the NZSX and trading in 
Shares to commence

listing rules Listing Rules 
of the NZX in relation  
to the NZSX (or any market 
in substitution for that 
market) in force from 
time to time

myob MYOB Limited or 
MYOB accounting software, 
as the context requires

nz New Zealand, its states 
and territories

nzsx New Zealand Stock 
Market, operated by NZX

nzx New Zealand Exchange 
Limited

oecd Organisation for 
Economic Cooperation and 
Development

offer document or 
prospectus the combined 
investment statement  
and prospectus dated  
11 May 2007

offer price $1.00 per Share

opening date 14 May 2007 
or such other date as Xero 
determines

optionholders a holder  
of an option over Shares 
in Xero

primary market 
participant a sharebroking 
firm authorised to trade 
shares on NZX

saas software as a service, 
being a business model 
adopted by some software 
companies

sage Sage Group plc

securities act Securities  
Act 1978

share or shares an 
ordinary share in Xero

shareholder a holder 
of Shares

share offer or offer  
the offer of Shares under 
this Offer Document

share registrar Link 
Market Services Limited

smes small and medium 
sized enterprises, typically 
meaning in this document 
enterprises with less than 
20 employees

uk United Kingdom, 
its states and territories

usa or us United States 
of America

xero Xero Live Limited or 
the Xero online accounting 
software product, as the 
context requires
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dIreCtory registered office of xero 
Xero Live Limited  
Level 1, Old Bank Chambers 
98 Customhouse Quay 
Wellington 
Phone: (04) 819 4800 
Facsimile: (04) 819 4801

directors of xero 
Rodney Kenneth Drury 
Hamish Craig Edwards 
Philip John Norman 
Graham John Shaw 
John David Guy Haddleton 
Samuel Gareth Morgan
Company Secretary: Linda Cox
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joint organising sponsor and  
financial adviser to xero 
Cameron Partners Ltd  
Level 12, HP Tower 
171 Featherston Street 
Wellington 
Phone: (04) 499 6650 
Facsimile: (04) 499 6651

joint organising sponsor  
and lead broker 
First NZ Capital Securities Ltd  
Level 20, ANZ Centre 
23-29 Albert Street 
Auckland 
Phone: (09) 302 5500 
Facsimile: (09) 302 5580

solicitor 
Bell Gully 
HP Tower 
171 Featherston Street 
Wellington 
Phone: (04) 473 7777 
Facsimile: (04) 473 3845

auditor 
BDO Spicers 
99-105 Customhouse Quay 
Wellington 
Phone: (04) 472 5850 
Facsimile: (04) 473 3582

share registrar 
Link Market Services Limited, 
PO Box 91976, Auckland, 1142 
Level 12, 120 Albert Street Auckland 
Investor enquiries: (09) 375 5998 
Facsmile: (09) 375 5990 
Email enquiries: lmsenquiries@linkmarket services.com 
Website: www.linkmarket services.com
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