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JAMES PETERS
Non-Executive Chairman

“The Board of Directors’ 
primary remit is to provide 
direction to help shape 
the strategy of the Group 
and ensure that this is 
being executed effectively 
within a structure that is 
well controlled, mitigates 
risk and is compliant 
with corporate and social 
responsibility.”

The Board of Directors’ primary 
remit is to provide direction 
to help shape the strategy of 
the Group and ensure that this 
is being executed effectively 
within a structure that is well 
controlled, mitigates risk and 
is compliant with corporate 
and social responsibility. Good 
corporate governance emanates 
from the top which is why 
the Board gives continued 
prominence to this area.

The Financial Reporting Council has 
updated The UK Corporate Governance 
Code and this new update comes into 
effect for accounting periods beginning 
after 1 January 2019 (the “new Code”). 
There are a number of areas where the 
new Code has ramifications to the Group, 
as follows, and we intend to be compliant 
with this new Code by the end of 2019.

We have tried to clearly lay out how we 
meet the five principles of the existing 
Code, namely: leadership, effectiveness, 
accountability, remuneration and relations 
with Shareholders. For the benefit of 
Shareholders who are not familiar with the 
existing Code we have set out the main 
principles of the existing Code in detail 
and have stated how we have addressed 
them in this report. We will adopt a similar 
approach in our 2019 Annual Report to 
demonstrate how we have addressed 
the new Code. In addition, we have 
supplemented our corporate governance 
report to explain how we address some of 
the key principles of the new Code.

In the following pages we set out our 
approach to corporate governance. Under 
the Singapore Companies Act, Chapter 50, 
the Company is not required to follow the 
Singapore Corporate Governance Code. 
The Company has voluntarily agreed to 
the principles of corporate governance 
contained in the UK Corporate 
Governance Code (the “Code”) as required 
under the Listing Rules of the Financial 
Services Authority of the United Kingdom.

CORPORATE CULTURE
Given the emphasis being placed on the 
importance of culture, the executive 
management dedicated time to critically 
review the Group’s culture in September 
2019. The Board reviewed this work in 
October 2019 and gave feedback to the 
executive which has been communicated 
to the organisation. The main feedback 
was that our core values of integrity, 
knowledge, flexibility, speed and customer 
focus are still appropriate for our strategy 
and direction of travel but need to be 
reinforced where we see behaviours 
which are inconsistent with these values. 
I am confident we have the appropriate 
culture to support our strategy and growth 
aspirations.

JAMES PETERS
Non-Executive Chairman

READ ABOUT CULTURE 
ON PAGES 72 AND 73
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The Board continually reviews key areas of focus for the business and this impacts upon the key 
activities of the Board over the year.

The main focus areas are outlined below:

Board focus Overview Activity in year

BOARD STRUCTURE Overview effectiveness of the Board and 
its committees

• Terms of reference review of the Board and its committees
• Annual work plan for the Board
• Performance evaluation by anonymous online questionnaires
• Succession planning

STRATEGY Review and evaluation of the business 
strategy and the performance against the 
strategy

• Review of the Group’s strategy and refinement of that strategy

BUSINESS 
PERFORMANCE

Review and monitoring of business 
performance against forecasts and plans

• Regular business updates, including reviews of Key Performance 
Indicators

• Reviews of financial performance  
against budget

• Reviews of tax and treasury, including foreign exchange and hedging
• Review of the Group’s strategy

COMPLIANCE Review of compliance • Review of results of internal audits and resulting recommendations
• Review of any whistleblowing reports (two events in 2019)
• Review of health and safety incidents

RISK MANAGEMENT Review of risk management • Review of the risks facing the Group and actions to be put 
in place to mitigate those risks

• Review of insurance arrangements
• Setting the risk appetite of the Group in relation to risks identified
• Reviewing cybersecurity arrangements
• Pre and post implementation review for new ERP system

REMUNERATION With the assistance of the Remuneration 
Committee, approval of remuneration 
policies across the Group

• Setting the new 2020 remuneration policy and remuneration 
arrangements for the Executive Directors

• Approving remuneration arrangements for senior management
• Review of staff pay

FINANCIAL 
STATEMENTS

Final approval of annual financial 
statements and accounting policies

• Review and approval of interim and final results

SUSTAINABILITY Ensuring the Group is following a 
sustainable business model

• Review and refinement of the Group’s environmental and water policy
• Review and approval of the Group’s Code  

of Conduct
• Evaluation of performance of the Group’s Environmental Social 

Governance key performance indicators, including health and safety, 
CO2 emissions and water usage.

CULTURE AND VALUES Ensuring that the corporate culture and 
values are being represented effectively 
across all nations and operations.

• Board visit and review of key Asian facilities, including China, Singapore 
and Vietnam

• Review and challenge of the executive management’s review of culture
• Review of the results and actions from the annual Employee 

Engagement Survey
• Review and approval of diversity policy
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DIRECTORS AND OFFICERS 

PAULINE  
LAFFERTY

NON-EXECUTIVE DIRECTOR

Appointed  
3 December 2019

COMMITTEES
• Remuneration

• Nomination

• Audit

SKILLS AND BUSINESS  
EXPERIENCE

• Former Chief People 
Officer at The Weir Group 
plc, a position she held 
between 2011 and 2017. 
Prior to that, she worked in 
executive search from 1998 
to 2011, as a partner with 
The Miles Partnership and, 
previously, as an Executive 
Director at Russell Reynolds 
Associates. 

• She holds non-executive 
positions at Centurion 
Group, a leader in the supply 
of critical rental equipment, 
infrastructure and support 
services to the energy 
industry and Scottish Event 
Campus Limited (SEC) where 
she is also Chair of the 
Remuneration Committee. 

JAMES  
PETERS 

POLLY  
WILLIAMS

TERRY  
TWIGGER

NON-EXECUTIVE CHAIRMAN

Appointed  
30 June 2014

NON-EXECUTIVE DIRECTOR

Appointed  
1 January 2016

SENIOR NON-EXECUTIVE 
DIRECTOR

Appointed  
1 January 2015

COMMITTEES
• Nomination (Chair) 

XP POWER

James has over 40 years’ 
experience in the power  
converter industry.

SKILLS AND BUSINESS  
EXPERIENCE

• James founded XP Power in 
November 1988. 

• Appointed European 
Managing Director in April 
2000, responsible for the 
development of the Group’s 
European business.

• Became Deputy Chairman 
in February 2003 and 
moved to a non-executive 
role in May 2012, before 
his appointment as Non-
Executive Chairman in June 
2014.

COMMITTEES
• Audit (Chair)

• Nomination

• Remuneration 

SKILLS AND BUSINESS  
EXPERIENCE

• Between July 1993 and May 
2013, Terry spent 20 years 
with Meggitt PLC, the FTSE 
100 global engineering 
group

• For the last 12 years at 
Meggitt, Terry was Chief 
Executive Officer and 
grew its revenues from 
£0.4 billion to £1.6 billion 
through a combination 
of organic growth and 
numerous successful 
acquisitions.

COMMITTEES
• Remuneration (Chair)

• Audit 

• Nomination 

SKILLS AND BUSINESS  
EXPERIENCE

• Polly is a chartered 
accountant and a former 
Partner at KPMG LLP. 
She resigned from her 
partnership in 2003 and 
has held a number of non-
executive directorship roles. 

• She is currently a Non-
Executive Director at: 

 − Jupiter Fund 
Management plc; 

 − TSB Group plc; and 

 − Royal Bank of Canada 
Europe Ltd. 

 − She is also a Trustee of 
the Guide Dogs for the 
Blind Association.
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DUNCAN  
PENNY

GAVIN  
GRIGGS

ANDY  
SNG

CHIEF EXECUTIVE OFFICER

Appointed  
3 February 2003

Appointed 
April 2007

CHIEF FINANCIAL OFFICER

Appointed  
31 October 2017

EXECUTIVE VICE 
PRESIDENT, ASIA

XP POWER

Duncan joined as Group 
Finance Director, a position he 
held between April 2000 and 
February 2003 before being 
promoted to Chief Executive 
Officer.

SKILLS AND BUSINESS  
EXPERIENCE

• Extensive experience of 
corporate finance matters.

• Worked for LSI Logic 
Corporation for eight 
years where he held senior 
financial positions in both 
Europe and Silicon Valley.

• Controller for the European, 
Middle Eastern and African 
regions of Dell Computer 
Corporation between 1998 
and 2000.

• Duncan is also a non-
executive director of The 
Vitec Group plc.

XP POWER

Gavin joined XP Power on 
31 October 2017 as Chief 
Financial Officer.

SKILLS AND BUSINESS  
EXPERIENCE

• CIMA qualified accountant 
who has worked in a range 
of acquisitive businesses 
with an international 
footprint.

• Held senior finance roles at 
Logica, Sodexo, PepsiCo and 
SABMiller.

• Served as CFO of Alternative 
Networks plc, a listed 
Information Technology 
and Telecommunications 
provider, prior to its 
acquisition by Daisy in 
December 2016 when he 
became Group Finance 
Director for Daisy Group.

XP POWER

Andy joined the Group in July 
2005 as General Manager 
for Asia where he started up 
the Shanghai operation. He 
currently oversees the sales and 
marketing for Singapore, China, 
Japan, South Korea and India.

SKILLS AND BUSINESS  
EXPERIENCE

• Over 15 years in the power 
converter industry.

• Graduated from Nanyang 
Technological University 
with a degree in Electrical 
and Electronic Engineering 
and an MBA from 
Manchester Business 
School.

• Prior to joining the Group, 
he held technical and 
commercial roles with 
companies such as Silicon 
Systems (Singapore)  
and Advanced Micro  
Devices (Singapore).

READ ABOUT THE 
COMMITTEES ON 
PAGE 70

GOVERNANCE
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CHAIR: TERRY TWIGGER

• Financial reporting
• Compliance
• External audit
• Internal controls

• Risk framework
• Internal audits
• Process 

improvements
• Continuous 

improvement

CHAIR: POLLY WILLIAMS

• Directors’ fixed and 
variable pay

• Share Incentive Plans
• Key employee 

retention

CHAIR: JAMES PETERS

• Board composition
• Board appointments

CHAIR: SEAN ROSS

• Corporate social 
responsibility

• Sustainability 
initiatives

THE BOARD OF DIRECTORS
Non-Executive Chairman: James Peters

TOP DOWN: 
Oversight, governance, 
strategic direction, risk 
appetite at corporate 
level

BOTTOM UP:
Execution of strategy, 
compliance, control 
environment, assessment 
and mitigation of risk 
across functional areas

NOMINATION 
COMMITTEE

SUSTAINABILITY 
COMMITTEE

REMUNERATION 
COMMITTEEAUDIT COMMITTEE

INTERNAL AUDIT EXECUTIVE LEADERSHIP TEAM
• Executing the Board’s strategy

• Assessment and mitigation of risk

• Managing the control environment

• Promoting the culture, core values and ethics

BOARD LEADERSHIP AND 
COMPANY PURPOSE
A successful company is 
led by an effective and 
entrepreneurial board, whose 
role is to promote the long-
term sustainable success of the 
company, generating value for 
shareholders and contributing to 
wider society.
The Directors have considered the 
composition and structure of the Board 
and have concluded that it is appropriate 
for a company of the size and complexity 
of XP Power. Following the retirement of 
Peter Bucher as a Non-Executive Director 
on 31 December 2018 Pauline Lafferty 
was appointed as a Non-Executive 
Director on 3 December 2019. Pauline 
brings a wealth of international business 
experience to the Board including 
expertise in strategic human resources. 

Despite not being considered independent 
by the Corporate Governance guidelines, 
the involvement of James Peters (Non-
Executive Chairman) as a founder with 
a substantial shareholding is considered 
of benefit to Shareholders, aligning the 
interests of Shareholders with the Board. 
The Senior Non-Executive Director is an 
independent Director.

The Directors consider that the Board and 
Committees have the appropriate balance 
of skills, experience, independence and 
knowledge to discharge their duties 
effectively.

The Board commissioned Learnership 
to conduct an independent external 
evaluation of the Board which included 
anonymous surveys, one-to-one 
interviews with each board member and 
a report and presentation to the Board 
regarding the results of the evaluation. 
The key points that came out of the 
evaluation were more focused on medium 
to long-range strategy development, 
development of the Company’s culture 
to support leadership capability and 
operating excellence, and further work 
on succession planning and talent 
management. Overall, the evaluation 
concluded that the Board was functioning 
effectively.

The Board considers Pauline Lafferty, 
Terry Twigger and Polly Williams to be 
independent.

How our Board is 
entrepreneurial and effective
As well as reviews of the business 
performance, issues, challenges and 
opportunities at each board meeting, 
the Board also engages with executive 
management on in-depth strategy reviews 
and visits various operating units to 
engage with employees from all areas 
of the business. Polly Williams acted as 
the designated director for employee 
engagement and visited several sites to 
engage with employees from all levels 
of the business. Our Board has diverse 
talents and experiences which it is able to 
effectively deploy to ensure the Board is 
suitably entrepreneurial and effective.
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OUR PURPOSE
Our purpose is to provide our customers 
in the industrial electronics, healthcare, 
semiconductor equipment manufacturing 
and technology sectors with solutions 
to power their critical systems and get 
their products to market in the shortest 
possible time to provide genuine value.

OUR VISION 
Our vision is to be the first-choice power 
solutions provider delivering the ultimate 
experience for our customers and our 
people.

OUR VALUES
Our core values are:
• Integrity
• Knowledge
• Flexibility
• Speed
• Customer focus

These values are an intrinsic part of 
our DNA and guide our people to 
deliver genuine value to our customers. 
We reinforce these values at every 
opportunity. They are embedded into our 
performance management system and 
evaluated through our annual employee 
engagement survey.

HOW THESE LINK TO OUR 
STRATEGY
Our strategy is very customer focused. 
We know that to win we not only 
have to have the right power solution, 
but we have to be first to provide the 
customer with a working solution in their 
prototype system. Not only is speed and 
responsiveness of the essence but our 
sales, applications and systems engineers 
have to be extremely knowledgeable 
to guide the customer’s engineering 
team through the challenges that power 
conversion presents to their system. 
Flexibility quickly comes into play – we will 
happily modify our products to make them 
easier for the customer to integrate the 
power solution into their system. Our sales 
mantra of knowledge, flexibility and speed 
is a winning formula and hence forms the 
core of our values. No customer, supplier 
or employee wants to deal with a partner 
they do not trust and so integrity is at the 
heart of everything we do. We live and 
breathe our core values and they underpin 
the ongoing success of XP Power.

STAGE 1 STAGE 2 STAGE 3 STAGE 4
The Directors answer 
an in-depth anonymous 
questionnaire completed 
by all Directors

One-to-one interviews 
were conducted 
between the external 
facilitators and each of 
the Directors

Collation of results and 
a report which is shared 
and presented to the 
Board

The Board decides how 
to improve effectiveness 

The board should establish 
the company’s purpose, values 
and strategy, and satisfy itself 
that these and its culture are 
aligned. All directors must act 
with integrity, lead by example 
and promote the desired 
culture.

EFFECTIVENESS OF THE BOARD

VALUES

STRATEGY PURPOSE

CULTURE

CULTURE
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CULTURE
OUR CULTURE JOURNEY
Attention and importance of culture is 
becoming more and more prevalent. There 
is a widely held view that a company’s 
culture is more important that its strategy 
in that a good strategy with poor culture 
will not succeed. In 2015 our executive 
management team worked to identify 

the key elements of XP Power’s culture 
that made it successful. This resulted in 
our core values of integrity, knowledge, 
flexibility, speed and customer focus 
which we have embedded into everything 
we do, including our performance 
management system. 

During 2019 the executive management 
team dedicated time to re-evaluate the 
Company’s culture and critically assess 

both the positive and negative aspects. 
This work was reviewed with the Board 
of Directors and reported back to the 
organisation. The conclusion was that 
the core values were still relevant and 
appropriate but more work was required 
to impart them as the organisation grew 
and that all leaders need to call out 
behaviours that did not align with our 
culture and core values in order to coach 
the organisation to greater heights.

How culture underpins our 
values, purpose and strategy
Our cultural journey started from the 
work we did on core values in 2015. We 
recognised the importance of distilling 
out the values that had contributed to 
the success of the business in order to 
keep these alive as the organisation grew. 
Our values are embedded into everything 
we do, including our performance 
management system. They underpin a 
strategy which is very customer focused 
that we have consistently executed over 
a long period of time. Our culture is 
central to allow us to achieve our vision 
of becoming the first-choice power 
solutions provider delivering the ultimate 
experience for our customers and our 
people.

The Board should ensure that the 
necessary resources are in place for the 
Company to meet its objectives and 
measure performance against them. The 
Board should also establish a framework 
of prudent and effective controls, which 
enable risk to be assessed and managed.

The Board acknowledges that it is 
responsible for the Group’s internal 
controls and for reviewing their 
effectiveness. The Group’s internal 
controls are designed to manage rather 
than eliminate the risk of failure to meet 
business objectives, and can only provide 
reasonable not, absolute, assurance 
against material misstatement or loss.

An ongoing process for identifying, 
evaluating and managing the significant 
risks faced by the Group was in place 
during the entire financial year and has 
remained in place up to the approval 
date of the Annual Report and Financial 
Statements. The identified risks and the 
processes by which these are addressed 
are documented, reviewed and updated 
at Board meetings. The Directors confirm 
that an assessment of the principal 
risks facing the Group was reviewed, 
further details of which are included in 
the Managing Our Risks and Viability 
Statement sections within the Strategic 
Report on pages 42 to 47. The Directors 
also considered the Company’s appetite of 
risk against each of the risks identified to 
aid in determining mitigating actions.

20192018
JANUARY – 
Anonymous online cultural survey conducted

MAY – 
Board visited and engaged with employees in China, 
Vietnam and Singapore

SEPTEMBER – 
Leaders surveyed on culture – Executive Management 
Team workshop to critically evaluate XP Power culture

OCTOBER – 
Executive Management Team presents the results of the 
workshop on culture to the Board – feedback provided 
to the organisation

JANUARY –
Anonymous online cultural survey conducted 

APRIL – 
Board visited and engaged with employees in Boston, 
Silicon Valley and Orange County

MAY –
Glassman acquisition – core values training and roll-out 
of XP Power performance management system
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As might be expected in a group of 
this size, a key control procedure is the 
day-to-day supervision of the business 
by the Executive Directors supported by 
managers within the Group companies. 
Examples of key controls with respect to 
ongoing processes include:

• Authority matrices are in place to 
clearly define who is able to authorise 
particular transactions, transfer funds, 
commit Company resources and enter 
into particular agreements.

• Monthly reporting of management 
accounts and key metrics to senior 
management with performance 
measured to budget and material 
variances reported to the Board.

• Quality control checks throughout 
our manufacturing process, burn- 
in, electrical testing to detect early 
failures, 100% functional testing, and 
quality inspection.

• Disaster recovery and business 
continuity plans are in place at all 
our key facilities, documented and 
communicated to key personnel to help 
cope with unexpected events.

• An internal audit and risk assurance 
programme is operating.

• The Audit Committee reviews the 
effectiveness of internal controls.

In order for the Company to meet its 
responsibilities to Shareholders and 
stakeholders, the Board should ensure 
effective engagement with, and encourage 
participation from, these parties.

The Group engages in two-way 
communication with both its institutional 
and private investors and responds quickly 
to all queries received. The Group uses 
its website www.xppowerplc.com to 
give private investors access to the same 
information that institutional investors 
receive in terms of investor presentations. 
This includes video interviews with 
the Chief Executive Officer and Chief 
Financial Officer available on the morning 
of the day that the interim and annual 
results are published. The Company also 
makes available a number of informational 
videos on its investor relations website 
which cover products, markets, strategy, 
business model, growth drivers and its 
investment proposition.

Interested parties are also able to register 
for the Group’s email alert service on this 
website to receive timely announcements 
and other information published from time 
to time.

The Chairman and Senior Independent 
Director are available to meet 
Shareholders if required. The Board 
members receive any feedback prepared 
by brokers or our financial PR company 
following meetings with Shareholders in 
order to keep in touch with Shareholders’ 
opinions.

The Remuneration Committee consulted 
with major Shareholders in respect 
of significant decisions on Executive 
remuneration.

The Board members receive any feedback 
prepared by brokers or our financial 
PR company following meetings with 
Shareholders in order to keep in touch 
with Shareholders’ opinions.

The Remuneration Committee consulted 
with major Shareholders in respect 
of significant decisions on Executive 
remuneration.

CONSTRUCTIVE USE OF THE 
ANNUAL GENERAL MEETING 
MAIN PRINCIPLE:

Certain Directors are available at the 
Annual General Meeting to answer any 
questions from Shareholders.

However, given that we have a 
Singaporean parent company we recognise 
it is not generally convenient for our UK-
based investors to attend this meeting. 
The Chief Executive Officer and Chief 
Financial Officer do, however, make 
themselves readily available throughout 
the year to answer questions from 
Shareholders.
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FORMAL INVESTOR MEETINGS

EMPLOYEES

COMMUNITIES

CORPORATE WEBSITE

KEY THEMES DISCUSSED WITH SHAREHOLDERS

ANNUAL REPORT  
AND ACCOUNTS

CUSTOMERS

THE ENVIRONMENT

CONSULTATIONS

SUPPLIERS

FEEDBACK FROM BROKERS AND 
FINANCIAL PUBLIC RELATIONS

The Group engages in two-way 
communication with both its institutional 
and private investors and responds quickly 
to all queries received. The Chairman and 
Senior Independent Director are available 
to meet Shareholders if required.

We hold a minimum of three live global 
communications meetings where 
employees are encouraged to ask 
questions of management. We undertake 
an annual anonymous employee 
engagement survey and report the results 
to the workforce.

In order to engage with the local 
communities in which we operate, we 
have committed paid time off to support 
local initiatives. This is an ongoing agenda 
as part of our local environmental team’s 
periodic meeting on how XP Power can 
make a difference.

The Group uses its website www.xppowerplc.com to give private investors access to the same 
information that institutional investors receive in terms of investor presentations. This includes 
video interviews with the Chief Executive Officer and Chief Financial Officer available on 
the morning of the day that the interim and annual results are published. The Company also 
makes available a number of informational videos on its investor relations website which cover 
products, markets, strategy, business model, growth drivers and its investment proposition. 
Interested parties are also able to register for the Group’s email alert service on this website to 
receive timely announcements and other information published from time to time.

The key themes discussed with Shareholders in 2019 include the 
following:

• Sustainability of margins as the Company grows

• Working capital management and the unwind of inventory put in 
place due to component shortages

• Effects of Section 301 trade tariffs in the USA

• Cyclicality of the semiconductor equipment manufacturing sector

• Opportunities in Radio Frequency (RF) Power and high power/high 
voltage products from the acquisitions of Comdel and Glassman 
respectively

Through our Annual Report and Accounts 
we provide key information on the 
previous year’s performance. This 
enables stakeholders to understand our 
marketplace, business model, strategy and 
performance in more detail.

We receive feedback from our customers 
and use this to inform future strategic 
decisions. The CEO meets with key 
customers to provide feedback on the 
service we provide.

Our sustainability committee focuses on 
our commitment to the environment, 
promoting awareness and best practice 
throughout our Company. This is then 
reported within our Annual Report.

The Remuneration Committee consulted 
with major Shareholders in respect 
of significant decisions on Executive 
remuneration, including development of 
the new 2020 remuneration policy. 

We are committed to a focus on supply 
chain ethics. In order to achieve this we 
visit, audit and evaluate suppliers.

The Board members receive any feedback 
prepared by brokers or our financial Public 
Relations company following meetings with 
Shareholders in order to keep in touch with 
Shareholders’ opinions.

HOW WE ENGAGED WITH SHAREHOLDERS THIS YEAR

STAKEHOLDER ENGAGEMENT
As stated within the new UK corporate governance code, the Board should ensure effective engagement with and encourage 
participation with Shareholders and stakeholders (section 1, principle D). Outlined below are how XP Power engages with stakeholders.
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The Board should ensure that workforce 
policies and practices are consistent 
with the Company’s values and support 
its long-term sustainable success. The 
workforce should be able to raise any 
matters of concern.

Polly Williams is the designated Non-
Executive Director for workforce 
engagement. During 2019 Polly has 
met with groups of employees in China, 
Vietnam, Singapore, Pangbourne, Fyfield 
and Bremen to discuss culture and 
workforce matters.

Management runs a number of live 
communications meetings where 
employees have the opportunity to 
ask questions. An anonymous annual 
employee engagement survey, which 
has free text space so employees can 
feedback any matter to management, 
is conducted annually and the results 
evaluated by management. The Company 
also has a whistleblowing facility which 
goes directly to the senior Non-Executive 
Director should they have any issue they 
are uncomfortable raising with executive 
management.

DIVISION OF 
RESPONSIBILITIES
The Chair leads the Board and is 
responsible for its overall effectiveness in 
directing the Company.

They should demonstrate objective 
judgement throughout their tenure 
and promote a culture of openness and 
debate. In addition, the Chair facilitates 
constructive Board relations and the 
effective contribution of all Non-Executive 
Directors, and ensures that Directors 
receive accurate, timely and clear 
information.

The roles of Non-Executive Chairman 
(James Peters) and Chief Executive Officer 
(Duncan Penny) are separate and clearly 
defined. The Chairman is responsible for 
the running of Board meetings as well 
as taking the lead on strategy. The Chief 
Executive Officer is responsible for the 
day-to-day running of the Company and 
the execution of the strategy.

In order to ensure the Board is effective 
we review and monitor the skill set of 
the Directors. We also ensure there is a 
clear division of responsibilities. These 
principles are demonstrated through the 
skills matrix on the following page.

The Chairman
The Chairman sets the calendar and 
agenda of the Board and facilitates the 
discussions. The Chairman also initiates 
and coordinates the processes defined 
below which evaluate the effectiveness of 
the Board and of the individual Directors.

How our Chairman promotes a 
culture of openness
The Chairman conducts Board meetings 
in a manner that the views of all Board 
members are sought and welcomed. Open 
discussion is encouraged. An evaluation 
of Board effectiveness is conducted 
each year. In 2019 a full evaluation by an 
independent party was commissioned.

Non-Executive Directors
Other than their normal attendance and 
participation in discussions at Board 
meetings the Non-Executive Directors 
actively participate in the review and 
determination of the Company’s strategy.

Terry Twigger is the Senior Independent 
Non-Executive Director.

The following matters are specifically 
reserved for the Board’s decision:
• Opinion of the Group’s viability and 

going concern.

• Approval of strategic plans, financial 
plans and budgets and any material 
changes to them.

• Oversight of the Group’s operations, 
ensuring competent and prudent 
management, sound planning, an 
adequate system of internal control and 
adequate accounting and other records.

• Changes to the structure, size and 
composition of the Board.

• Consideration of the independence of 
Non-Executive Directors.

• Review of management structure and 
senior management responsibilities.

• With the assistance of the 
Remuneration Committee, approval 
of remuneration policies across the 
Group.

• Final approval of annual financial 
statements and accounting policies.

• Approval of the dividend policy.

READ ABOUT SUSTAINABILITY 
ON PAGES 48 AND 49

READ ABOUT OUR BUSINESS 
MODEL ON PAGES 18 TO 20

READ ABOUT OUR 
GOVERNANCE STRUCTURE 
ON PAGES 70 AND 71

• Approval of the acquisition or disposal 
of subsidiaries and major investments 
and capital projects.

• Delegation of the Board’s powers and 
authorities, including the division of 
responsibilities between the Chairman, 
Chief Executive Officer and the other 
Executive Directors.

The Board should include an appropriate 
combination of Executive and Non-
Executive (and, in particular, independent 
Non-Executive) Directors, such that no 
one individual or small group of individuals 
dominates the Board’s decision-making. 
There should be a clear division of 
responsibilities between the leadership of 
the Board and the executive leadership of 
the Company’s business.

The Board now consists of four non-
executives including the Chairman and 
three executives. Of the non-executive, 
three are considered independent. There 
is clear division of responsibilities between 
the executives and non-executives.

Non-Executive Directors have sufficient 
time to meet their Board responsibilities 
and they provide constructive challenge, 
strategic guidance and hold management 
to account.
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COMPOSITION, 
SUCCESSION AND 
EVALUATION
Appointments to the Board should 
be subject to a formal, rigorous and 
transparent procedure, and an effective 
succession plan should be maintained 
for Board and senior management. Both 
appointments and succession plans should 
be based on merit and objective criteria 
and, within this context, should promote 
diversity of gender, social and ethnic 
backgrounds, cognitive and personal 
strengths.

Pauline Lafferty joined the Board on 
3 December 2019. In determining the 
candidate profile the Board considered 
the Company strategy and how a new 
non-executive could contribute to the 
development of the business and existing 
capabilities on the Board. 

STAGE 1

STAGE 2

STAGE 3

Overview of the current Board and 
their skills

Outlining which key skills are 
needed. The Board considers these 
to be:
• Relevant business experience
• Managing growth
• Organisational development
• Acquisitions
• Public company experience

A draft of a role description is 
drawn up. This provides a clear 
understanding of what is required in 
terms of succession planning
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All Directors should be able to allocate 
sufficient time to the Company to 
discharge their responsibilities effectively.

There were five Board meetings during 
the year and all Directors attended each 
meeting.

Date Attendees
1 March 2019 All
10 May 2019 All
31 July 2019 All
4 October 2019 All
3 December 2019 All
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The Board and its Committees 
should have a combination 
of skills, experience and 
knowledge. Consideration 
should be given to the length 
of service of the Board as a 
whole and membership regularly 
refreshed.

SKILLS MATRIX
The Directors consider that the Board and 
Committees have the appropriate balance 
of skills, experience, independence and 
knowledge to discharge their duties 
effectively.

In line with the new UK corporate 
governance code of 2018, we include an 
appropriate combination of executives and 
non-executives (principle G); the figures 
are outlined below.

As Section 3, principle K proposes, there 
is a combination of skills, experience and 
knowledge. XP Power also considers the 
length of service in order to ensure the 
Board is effective in its role.

Through the above skills matrix, XP Power 
has proven Board strength and diversity, 
enabling the Board to make effective 
decisions which should in turn ensure 
long-term sustainability.

0-3 Years
4-6 Years
7+   Years

Tenure3 3

1

Non-Executive
Executive

Exec/non-
Exec Split3

2

1

34

3 Power electronics industry 
experience/4 public company, financial, 
acquisitions and corporate governance 
experience

4/7 appointed to their current position in 
the last five years

The balance of the make-up of the Board 
between non-executive and executive, 
excluding the Chairman, has been 
addressed in 2019 with the appointment 
of Pauline Lafferty and retirement of 
Mike Laver

Power electronics experience
Public company experience

Board
Experience3 4

RE-ELECTION
All Directors voluntarily offer themselves 
for re-election annually. This is in spite 
of the Company’s Articles of Association 
which require Directors to retire and offer 
themselves for re-election on a rotation at 
least every three years.

Annual evaluation of the Board should 
consider its composition, diversity 
and how effectively members work 
together to achieve objectives. Individual 
evaluation should demonstrate whether 
each Director continues to contribute 
effectively.

BOARD EVALUATION
In Section 4, principle L, the new UK 
corporate governance code discusses 
the need to evaluate the Board. This 
evaluation should cover the Board’s 
composition and diversity, and how 
effectively members work together to 
achieve objectives.

The Board’s evaluation of its own 
performance and that of its Committees is 
conducted annually using an online Board 
effectiveness questionnaire conducted by 
a third party. The questionnaire covered 
all aspects of effectiveness: capabilities 
and communication; culture and practice; 
process and organisation; as well as 
meeting rigour and relationships. With 
respect to continually improving Board 
effectiveness, the questionnaire also asked 
Directors to comment on what it should 
stop doing, start doing and continue doing.

In 2019 the Board extended the 
evaluation process and commissioned 
an independent third party. As well 
as the questionnaires, each Board 
member was interviewed regarding the 
Board effectiveness and a report and 
presentation was then made to the Board 
on the findings.

There were no significant issues or 
concerns raised in the report.

DIVERSITY
We operate in a global market and 
recognise the benefits of a diverse and 
talented workforce and consider this a 
key competitive advantage. A diverse 
workforce drives innovation and brings 
a broader range of perspectives which 
allows us to better support our customers 
and their success. 



STAGE 1

STAGE 2

STAGE 3

Directors complete an online 
questionnaire. This utilises 
questions such as whether 
the Directors operate with 
independent judgement

The results of the questionnaire are 
collated by an external consultant. 
The consultant interviews 
each Director regarding the 
effectiveness of the Board.

Results of the evaluation are 
summarised by the consultant and 
a report produced for the Board. 
The report is presented to the 
Board and the Board and actions 
for improvement are decided

There were no significant issues or 
concerns raised in the report but the 
following items were identified:

• More focus on medium to long-range 
strategy development

• Development of the Company’s culture 
to support leadership capability and 
operating excellence

• Further work on succession planning 
and talent management 
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The Board plays a key role in setting the 
tone of diversity and inclusion and the 
Nomination Committee aims to apply the 
principals of the Group’s diversity policy 
when considering Board appointments. 
The policy states that:
• The Group is committed to equality of 

opportunity in all of our employment 
practices, procedures and policies; and

• When we hire or promote someone, 
we choose the best candidate in a non-
discriminative manner.

During FY19, the Committee appointed 
Pauline Lafferty to the Board. Her 
inclusion on the Board diversifies and 
strengthens the Board’s overall skills and 
experience.

Further information on gender diversity, 
including in our broader executive team, 
may be found on page 55.

APPOINTMENTS TO 
THE BOARD 
NOMINATION COMMITTEE

The Nomination Committee consists 
of James Peters (Chair), Terry Twigger, 
Pauline Lafferty and Polly Williams. The 
Committee reviews and considers the 
appointment of new Directors. All Non-
Executive Directors are involved in the 
appointment of proposed candidates. Any 
appointment of a new Director is voted on 
by the whole Board.

The Nomination Committee met twice 
during the year. The attendees were as 
follows:

Date Attendees

31 July 2019 
All and Duncan Penny 
(guest)

4 October 2019
All and Duncan Penny 
(guest)

The Terms of Reference of the Nomination 
Committee are available in the Corporate 
Governance section of the Company’s 
website www. xppowerplc.com



BOARD INDUCTION  
AND TRAINING
Training and development
Directors receive a full induction on 
joining the Board. The programme is 
tailored to the individual needs of each 
Director.

The Board visited three of the Group’s 
Asian facilities in 2019 and the Bremen 
sales office. This included our Singapore 
design centre and manufacturing 
facilities in China and Vietnam. This visit 
included a number of presentations by 
the function heads of those facilities 
and other functions within the Group. 
Non-Executive Directors were able to 
update and refresh their knowledge of the 
business first-hand and interacted with 
the management team and employees 
helping them gain a deeper understanding 
of the business and allowing them to 
contribute ideas.

All Directors receive a thorough induction 
on joining the Board and are able to 
regularly update and refresh their 
knowledge and skills. An example of a 
Board induction process is outlined below.

2019 TRAINING
As well as the site visits described above 
and the presentations received by the 
functional leaders of those sites, the Board 
also had a presentation from the head of 
engineering and head of the European 
sales business. Non-Executive Directors 
were able to update and refresh their 
knowledge of the business first-hand 
and interacted with the management 
team and employees helping them gain 
a deeper understanding of the business 
and allowing them to contribute ideas. 
for expanding the Vietnam manufacturing 
facility, respectively.

The Board intends to visit the high voltage 
facility in Highbridge, New Jersey and 
Silicon Valley sales and engineering site 
in 2020.

STAGE 1

STAGE 2

STAGE 3

STAGE 4

STAGE 5

STAGE 6

Understanding the business

This will include an overview of the 
structure, history, strategy, Board 
procedures, listing requirements and 
governance

Meeting the team

Meeting members of the leadership/ 
management team and Executive 
teams.

Meeting external brokers and 
advisers as required

Visiting sites

Visiting sites to understand the 
operations of the business and 
specific functional areas

• Understanding what knowledge 
would be beneficial to enable 
the Board to function more 
effectively

• Determining how best to train or 
impart the knowledge required

• Implementation by way of 
training or specific site visits with 
presentations from the functional 
areas
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STAGE 1: FAIR

STAGE 2: BALANCED

STAGE 3: UNDERSTANDABLE

CONCLUSION

Is there a good level of consistency between the narrative reporting in the 
front and the financial reporting in the back of the report?

Are the statutory and adjusted measures explained clearly with appropriate 
prominence?

Is there a clear and understandable framework to the report?

Are the important messages highlighted appropriately throughout the 
document?

Following its review, XP Power is of the opinion that the 2019 Annual Report 
and Accounts are representative of the year and provide a fair, balanced and 
understandable view

Is the report fair?

Is the whole story presented?

Are the key messages in the narrative reflected in the financial reporting?

FAIR, BALANCED AND UNDERSTANDABLE
In order to ensure our financial and business reporting is fair, balanced and 
understandable, we have followed the process outlined below.
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TERRY TWIGGER
Audit Committee Chair 

“The focus has been on 
maintaining and improving 
the Group’s internal 
controls and embedding 
the control framework into 
our new ERP and financial 
consolidation software”

DEAR SHAREHOLDER
As Chairman of the XP 
Power Audit Committee, I am 
pleased to present the 2019 
Audit Committee Report to 
Shareholders. I trust that this 
report will provide you with 
an insight into our work, the 
matters handled and the focus 
of the Audit Committee’s 
deliberations during 2019. 

It has been a year of significant change 
and the focus has been on maintaining 
and improving our internal controls, 
embedding the controls into our new 
ERP and Group consolidation system 
and further development of our risk 
management environment. Our internal 
audit programme was focused on 
reviewing the financial and HR controls 
in certain regions, reviewing the 
improvements to the Group’s export 
control procedures and performing a 
post-acquisition assessment of Comdel 
and Glassman. These reviews continue 
to provide insightful perspectives, which 
have led to improvements in processes 
and controls and inform future reviews.

The report aims to provide the following 
information:
• The Audit Committee’s principal 

responsibilities and its governance.

• The key activities which were reviewed 
by the Audit Committee, including 
those items of regular annual review 
and other current areas of focus.

• The discussions and actions 
undertaken, in conjunction with the 
external auditor and internal auditors 
on any significant judgements and/or 
issues.

• Details of the ongoing review of the 
external auditor and the amount of 
non-audit work undertaken.

I believe that the Audit Committee has 
the necessary experience, expertise and 
financial understanding, supported by 
the internal and external auditors, to 
fulfil its responsibilities and to continue 
to monitor and contribute to the various 
improvement initiatives. I am delighted 
to welcome Pauline Lafferty to the 
Committee from 3 December 2019.

The Audit Committee is satisfied that 
the Company has maintained adequate 
risk management and internal controls 
throughout the year, and that the internal 
audit programme has been planned and 
sufficiently resourced to confirm this. 

The Audit Committee is pleased to be 
able to confirm that, as requested by the 
Board, it advised the Board that, taken as 
a whole, the Annual Report for 2019 is 
fair, balanced and understandable.

It is anticipated that the external audit 
will be retendered in 2021 after the 
completion of the upgrade of the 
Group’s ERP system. As a result, the 
Audit Committee has recommended to 
the Board that the re-appointment of 
PricewaterhouseCoopers LLP should 
be proposed at the forthcoming Annual 
General Meeting, and I hope that you will 
support me in this resolution.

TERRY TWIGGER
Audit Committee Chair 

3 March 2020

READ ABOUT RISKS ON PAGES 
42 TO 47
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MEMBERS OF THE AUDIT 
COMMITTEE
Terry Twigger (Chair), Independent Non-
Executive Director

Pauline Lafferty, Independent Non-
Executive Director (appointed 3 December 
2019)

Polly Williams, Independent Non-
Executive Director

GOVERNANCE
The current Audit Committee members 
are all independent Non-Executive 
Directors and have financial and/or related 
business experience gained in senior 
positions in other diverse organisations. 
Terry Twigger has been the Audit 
Committee Chair since 2015 and the 
Board is satisfied that Terry has recent and 
relevant financial experience.

PERFORMANCE 
EVALUATION OF THE AUDIT 
COMMITTEE
During the year, the Audit Committee 
reviewed its performance facilitated by 
an independent third party as part of the 
Board’s updated evaluation process.

The Committee considered it had 
adequate qualifications and skills to 
perform its responsibilities, particularly 
through Terry Twigger’s financial and 
management background and Polly 
Williams’ financial and audit experience, 
although it noted the small size of the 
Committee. This latter point has been 
addressed by the appointment of Pauline 
Lafferty.

MEETINGS OF THE AUDIT 
COMMITTEE
The Audit Committee met five times 
during 2019 with attendance on the dates 
as follows:

Date Attendees

14 January 2019 All 
26 February 2019 All
9 May 2019 All
29 July 2019 All
17 December 2019 All

Although not members of the Audit 
Committee, the Chief Executive Officer, 
the Chief Financial Officer and Group 
Financial Controller were involved at 
each of the meetings as were the external 
Auditor, PricewaterhouseCoopers LLP, and 
the outsourced internal audit firm,

Deloitte LLP. Other management staff 
were also invited to attend as appropriate. 

The Committee also discussed matters 
with both the external Auditor and internal 
Auditor without the Group’s management 
being present. 

The Audit Committee supports the 
Board and reports to it on a regular basis, 
certainly no less frequently than at every 
Board meeting following a meeting of the 
Audit Committee.

There is an annual cycle of items that are 
considered by the Audit Committee.

The timetable of these items is scheduled 
in accordance with the requirement of 
the annual audit cycle and any other 
requirements of the Audit Committee.

RESPONSIBILITIES OF THE 
AUDIT COMMITTEE
The Committee is responsible for, amongst 
other things:
• Ensuring that the financial performance 

of the Group is properly reported and 
monitored;

• Advising the Board on whether it 
believes the Annual Report and 
Accounts, taken as a whole, is fair, 
balanced and understandable;

• Compliance with legal requirements;

• Adoption and correct implementation 
of accounting standards;

• Meeting the requirements of the UK 
Listing Authority;

• Assessing the Group’s internal control 
processes and assurance framework;

• Reviewing any instances of fraud or 
whistleblowing;

• Supervising the relationship and 
performance of the external and 
internal Auditors; and

• Reviewing the nature and extent of 
audit and non-audit services provided 
to the Group by the external Auditors

The Terms of Reference of the Audit 
Committee are available in the Corporate 
Governance section of the Company’s 
Investor website www.xppowerplc.com.

ACTIVITIES OF THE AUDIT 
COMMITTEE
In 2019 the Audit Committee’s activities 
included:

• Examining the 31 December 2018 
Annual Report and the 30 June 2019 
Half Year Report and discussing them 
with management and the external 
Auditor to assess whether the 
reports, taken as a whole, were fair, 
balanced and understandable prior to 
recommending these to the Board for 
approval.

• Reviewing and challenging areas of 
significant risk and judgement and 
the level of disclosure. Some of these 
are described in “Significant risks and 
judgements in the financial reporting” 
below.

• Challenging the assumptions and 
analysis produced by management in 
relation to the Group’s going concern 
basis of preparation, the long-term 
viability statement and associated 
risk assumptions, the accounting 
policies and disclosures, the financial 
reporting issues and the assumptions 
and adjustments made, including those 
related to goodwill and capitalised 
product development.

• Continuing to evolve the Group’s risk 
and compliance framework by guiding 
the outsourced internal Auditor, 
Deloitte LLP, and reviewing the work 
scopes of the target areas within the 
total audit universe.

• Ongoing review of the development 
and implementation of the Company’s 
new ERP system.

• Reviewing the findings of the internal 
audit work and the follow-ups of 
reviews done in the previous year.

• Reviewing the effectiveness of 
the Group’s internal controls and 
disclosures made in the Annual Report 
and Financial Statements.

• Reviewing the results of the finance 
functions’ peer-to-peer balance sheet 
reviews.

• Assessing the accounting principles to 
be adopted in the preparation of the 
2019 accounts.

• Reviewing any material issues of fraud, 
whistleblowing and litigation.

The Audit Committee is satisfied that the 
Company has maintained appropriate 
risk management and internal controls 
throughout the year.
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SIGNIFICANT RISKS AND 
JUDGEMENTS IN THE 
FINANCIAL REPORTING
In relation to the 31 December 2019 
Annual Financial Statements included 
in this report on pages 113 to 153, the 
Audit Committee considered the following 
topics. It considered these areas to be 
significant, taking into account the level of 
materiality and the degree of judgement 
exercised by management. The Audit 
Committee questioned and challenged the 
judgements and estimates made on each 
of the significant issues detailed below 
and resolved that they were appropriate 
and acceptable.

GOODWILL
The carrying value of goodwill is a 
significant item within the Group’s balance 
sheet and is prone to further increase 
while the Group remains acquisitive. 
Impairment assessments, performed 
annually, require judgements in relation to 
discount rates and future growth forecasts 
to generate discounted cash flows for the 
cash generating units. The Committee 
challenges the appropriateness of 
judgements and forecasts used including 
discount rates and growth rates used by 
management in the Company’s impairment 
calculations. In addition the Committee 
reviews the calculation to ensure that 
sensitivity analysis is performed by 
management which reflects reasonable 
downside scenarios. It also assesses 
the carrying value in the context of the 
Group’s wider net asset value and market 
capitalisation. Given that the impairment 
calculations indicated that there remains 
significant headroom between the value in 
use and the carrying value, the Committee 
was satisfied that there was no indication 
of impairment.

CAPITALISED PRODUCT 
DEVELOPMENT
The Group’s product development activity 
leads to direct costs associated with new 
products being capitalised and amortised 
over the useful life of the products. The 
carrying value of the product development 
costs is rising in line with increased 
product development as the business has 
grown and looks to increase its product 
portfolio. The future success and the 
useful lives of these products require a 
degree of judgement. The Committee 
regularly assesses the revenue streams 
of capitalised products that have been 
released for sale against their carrying 
value. The Committee also reviews a 

projection of the estimated future carrying 
values. The Committee was satisfied with 
the judgements used.

DEFERRED TAX ON 
UNREMITTED EARNINGS
The Group does not currently record 
deferred tax on the unremitted earnings 
held in Group subsidiaries. The Committee 
recognises that, where there is no 
intention to repatriate these earnings to 
the parent Company, deferred tax should 
not be provided.

The Committee receives periodic updates 
on the unremitted earnings position, 
including forward projections. The 
Committee determined that there is no 
specific requirement to move earnings 
currently held in subsidiaries.

INVENTORY
The carrying value of the Group’s 
inventory has been a focus for the 
Committee, particularly with the increase 
in Group inventory in 2018 as result of 
the prevailing market conditions. The 
high product mix focus on customer 
fulfilment and the effect of certain 
service level agreements with customers 
are recognised factors in the inventory 
levels. Although Inventory has reduced 
in 2019 as component lead times have 
shortened, exposure to the risk of 
inventory obsolescence remains an area 
of ongoing review and wall-to-wall stock 
counts, witnessed by the external Auditor, 
were performed at all key sites across the 
Group during the year with sample counts 
at the year end and appropriate provisions 
for loss and delinquency were made. 
The Company’s peer-to-peer balance 
sheet reviews and reviews by the Group 
Financial Controller, which are reviewed 
by the Committee, includes testing of the 
provision. The Committee was satisfied 
with the provision.

INTERNAL CONTROL
The Board is ultimately responsible for the 
Group’s system of internal controls and 
the ongoing assessment of these, further 
details of which are included in our Risk 
Management Framework of the Strategic 
Report section on page 42.

INTERNAL AUDIT
As the Group continues to expand in 
scale and complexity, the remit of the 
independent internal audit process by 
Deloitte LLP has also increased. The 
Committee reviewed the risk framework 
to ensure it remains appropriate in 

combination with the Board’s risk 
monitoring process and used it to 
identify areas for risk assurance work 
and internal audits to be carried out. 
In 2019 these included a review of the 
IT General Controls and those around 
the new systems, an assessment of the 
Controls in the Comdel and Glassman 
acquisitions following the integration of 
these businesses, reviews of the financial 
controls in one region and the Human 
Resource controls in another region. 
These reviews indicated a number of areas 
requiring improvements, which are being 
addressed by management. The Group has 
implemented a Controls Self-Assessment 
programme and this was reviewed by 
the Internal Audit team in conjunction 
with one of the regional reviews. The 
recommendations made by the internal 
Auditor are assessed by management and 
addressed within an agreed timeline.

The recommendations and control 
observations from the reviews are rated 
and presented to the Committee for 
comment or further action.

The internal Auditor regularly follows up 
on these actions and keeps the Committee 
informed of progress against the agreed 
timeline.

EXTERNAL AUDIT
The current external Auditor, 
PricewaterhouseCoopers LLP, was 
appointed in 2007. During 2019, the 
audit partner rotated off, having served 
a maximum term of five years. His 
successor, after a period of shadowing his 
predecessor, took over the engagement 
in 2019. 

In line with best practice, as recommended 
by the Financial Reporting Guideline, 
the external audit is anticipated to be 
retendered no later than 2021. This has 
been delayed from previous expected 
timing as the Group is upgrading and 
significantly increasing the scope of its 
ERP system during 2019 and 2020, which 
will improve the embedded controls and 
change the approach to the audit.

The Committee has reported to the 
Board that the re-appointment of 
PricewaterhouseCoopers LLP should 
be proposed at the forthcoming Annual 
General Meeting.
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STAGE 1

An assessment of the lead Audit 
partner and the Audit team

STAGE 2
A review of the Audit approach, 
scale, determination of significant 
risk areas and materiality

STAGE 3

The Execution of the Audit

STAGE 4

Interaction with management and 
the Committee

STAGE 5

The quality of any recommendation 
points

STAGE 6

A review of independence, 
objectivity and scepticism

EXTERNAL AUDIT PROCESS 
REVIEW

The Audit Committee keeps under 
review the role and independence of 
the external Auditor. A formal statement 
of independence is received each year 
together with a report on the safeguards 
that are in place to maintain their 
independence and the internal measures 
to ensure their objectivity. The Committee 
also discusses with the external Auditor 
areas where they have challenged 
management and how any disagreements 
have been resolved.

The Committee is satisfied that this 
independence has been maintained.

The Committee has formalised its policy 
and approved a set of procedures in 
relation to the appointment of external 
Auditors to undertake audit and non-audit 
work. Under this policy:

• The award of audit-related services to 
the Auditor in excess of £50,000 must 
first be approved by the Chairman 
of the Audit Committee, who, in his 
decision to approve, will take into 
account the aggregate of audit-
related revenue already earned by 
the Auditor in that year. Audit-related 
services include formalities relating 
to borrowing, Shareholder and other 
circulars, regulatory reports, work 
relating to disposals and acquisitions, 
tax assurance work and advice on 
accounting policies; 

• The award of tax consulting services 
to the Auditor in excess of £50,000, 
subject to compliance with the EU 
member state restrictions, must first be 
approved by the Chairman of the Audit 
Committee; and

• The award of other non-audit related 
services to the Auditor in excess of 
£20,000 must first be approved by the 
Chairman of the Audit Committee.

During the year, non-audit fees of £0.1 
million (2018: nil) were paid to the 
Auditor for forensic services following a 
whistleblowing incident in Asia. 
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POLLY WILLIAMS
Remuneration Committee Chair

“Our objective is that 
remuneration effectively 
and fairly supports and 
rewards the successful 
delivery of strategy and 
reflects shareholder 
interests and concerns.”

DEAR SHAREHOLDER
As Chair of the XP Power 
Remuneration Committee, I am 
pleased to present the 2019 
Remuneration Committee 
Report on behalf of the 
Board. It sets out our new 
proposed Remuneration Policy 
for the next three years and 
remuneration details for the 
Executive and Non-Executive 
Directors of the Company in 
respect of 2019. It has been 
prepared in accordance with the 
requirements of The Large and 
Medium-sized Companies and 
Groups (Accounts and Reports) 
(Amendment) Regulations 2013 

(the Regulations) and is split into 
two areas: the Remuneration 
Policy and the Annual Report on 
Remuneration. 

The current Remuneration policy was 
approved by a binding Shareholder vote 
at the 2017 Annual General Meeting and 
the policy took effect from the date on 
which that resolution was passed. The 
policy section is not subject to audit. Our 
proposed policy will be put to Shareholders 
at the 2020 Annual General Meeting in 
accordance with the normal triennial cycle. 
The objectives of the Remuneration Policy 
are set out in the policy section below. 

The Annual Report on Remuneration 
provides details on remuneration in the 
period together with other information 
required by the Regulations. It will be 
subject to an advisory Shareholder vote 
at the 2020 Annual General Meeting. 
The Auditor has reviewed certain parts of 
the Directors’ Remuneration Report and 
is required to report if the information is 
materially inconsistent with the financial 
statements. 

As well as reviewing the Directors’ 
remuneration, the Remuneration 
Committee also keeps under review 
the fixed and variable elements of 
remuneration of the key management 
personnel within the Group to ensure they 
comprise sufficient reward to motivate and 
retain. 

PERFORMANCE AND 
DECISIONS ON 
REMUNERATION TAKEN  
IN 2019
During the year, the Remuneration 
Committee managed executive 
remuneration in line with the current 
policy. 

After three strong years performance by 
the Group in 2016, 2017 and 2018, when 
adjusted pre-tax profits increased by 11%, 
26% and 14%, respectively, the adjusted 
pre-tax profits declined 19% from £41.2 
million in 2018 to £33.2 million in 2019 
which was disappointing. This was largely 
as a result of a cyclical decline in the 
semiconductor manufacturing equipment 
sector and deferral of revenues in North 
America from the fourth quarter of 2019 
into 2020. This deferral was as a result of 
issues related to the implementation of a 
new enterprise resource planning (ERP) 
system in the regional sales companies in 
Asia, Europe and North America during the 
fourth quarter of 2019. The new system is 

now operating satisfactorily, and shipment 
capacity is at normal levels. 

Bonus criteria were set in respect of 
adjusted profit before tax and adjusted 
free cash flow for 2019. The adjusted 
profit before tax threshold was set at £41.2 
million, the amount achieved in 2018. 
On the basis of the profit performance in 
2019, no bonuses were paid to our CEO 
and CFO in respect of adjusted profit 
before tax. However, adjusted free cash 
flow generation was strong in 2019 and 
the Group achieved its adjusted free 
cash flow bonus targets which resulted 
in a bonus of 10.7% of salary payable to 
Executive Directors serving at the end of 
2019. Andy Sng has a bonus metric based 
on the adjusted operating profit achieved 
by the Asia sales organisation. Due to 
the strong performance in Asia, where 
adjusted operating profit increased 30% in 
2019 compared to 2018, Andy received a 
bonus equal to 77.4% of his salary on this 
metric, in addition to the bonus of 10.7% 
based on free cash flow generation. Half of 
any bonus is paid in cash with half paid in 
shares deferred for two years. 

The first tranche of share option awards 
granted in February 2016 vested in respect 
of 79% of that tranche in February 2019. 
No long-term incentive awards were due 
to vest in 2019.

In accordance with the 2017 plan, LTIP 
awards were made during the year to 
Executive Directors and key management. 
Following consultation with Shareholders, 
the Committee increased the threshold 
and maximum earnings per share targets 
in respect of the 2018 and 2019 LTIPs to 
6% and 12% compound annual growth, 
respectively. 

SHAREHOLDER 
CONSULTATION
As detailed in our 2018 annual report, 
following the 2018 AGM at which our 
Remuneration Report was approved by 
90.6% of votes cast, we consulted with 
our larger shareholders in early 2019. This 
resulted in us making some changes in 
respect of the workings of annual bonus 
and increasing the earnings per share 
targets. At our 2019 AGM, the resolution 
to approve the Remuneration Report was 
approved by 97.8% of votes cast. 

NEW PROPOSED 
REMUNERATION POLICY
Our objective is that remuneration 
effectively and fairly supports and 
rewards the successful delivery of strategy 
and reflects shareholder interests and 
concerns. The new policy needs to be 
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robust, effective and flexible to cover the 
period up to Spring 2023.

We started considering changes to the 
policy in mid-2019. Our process included 
dialogue with the Executive Directors. 
The Remuneration Committee also 
commissioned a benchmarking report so 
that it could consider XP’s remuneration 
in the light of the levels and structures 
applied by peer UK-quoted companies. 
Whilst we recognise the weaknesses 
of benchmarking in itself, and the 
perception of some shareholders that it is a 
mechanism for salary inflation, it is relevant 
information for the Committee to consider 
in the light of competitive pressures the 
company faces.

We considered how the structure and 
workings of remuneration could be 
aligned to support XP’s business. A 
feature of XP’s business is cyclicality as 
reflected in its financial results in the years 
2016 to 2019. This has and will lead to 
substantial variance in annual bonus and 
LTIP outcomes. Whilst it is intended and 
appropriate that executive remuneration 
be strongly aligned with financial 
performance, having outcomes which are 
so immediately and strongly impacted by 
cyclicality (both positively and negatively) 
could have negative commercial and 
strategic consequences in attracting, 
retaining and motivating executives. 

In the light of data of peer companies, it 
is clear that our executive remuneration 
has been significantly behind that of peer 
companies in terms of salaries, annual 
bonus limits and normal annual long-term 
incentive award levels. 

The Committee also considered the 
significant changes in governance 
guidelines which have been made since 
2017, principally those reflected in the 
Investment Association Principles of 
Remuneration 2019 and the FRC UK 
Corporate Governance Code 2018. 
Reflecting all of these things, we are 
proposing to make a number of changes.

The changes we propose impact the levels 
of remuneration, the type and workings of 
performance conditions attached to both 
annual bonus and long-term incentives, the 
structure of long-term incentives and bring 
the policy into compliance with the latest 
guidelines referred to above.

In taking decisions, we always consider 
the overall position and particularly the 
impact under different economic scenarios. 
For clarity we have separated those 
policy matters which require shareholder 
approval and other changes which we have 
implemented in respect of 2020. 

We consulted on all the proposed changes 
with 16 shareholders representing 61% by 
value of the shareholders and took account 
of feedback received. Further commentary 
on the changes is set out below.

Policy changes
The Company proposes the following 
changes intended to address the issues 
referred to above: 
• Increase the maximum annual bonus 

opportunity of the CEO from 100% to 
125% of salary (the actual maximum 
bonus opportunity for the CEO will 
remain at 100% of salary for 2020);

• Increase the normal maximum long-
term incentive award for Executive 
Directors from 100% of salary to 150% 
of salary;

• As part of the long-term incentive 
award, introduce the ability to make 
awards of restricted shares, without 
performance conditions, to Executive 
Directors up to a maximum annual 
value of 15% of salary.

The Company proposes to introduce the 
following policy changes reflecting current 
governance guidelines:
• A two-year holding period post vesting 

date for future long-term incentive 
awards made to Executive Directors;

• Ensure robust malus and clawback 
conditions apply to annual bonus and 
long-term incentives;

• Ensure that the Committee has 
authority and discretion where 
necessary to override formulae and 
workings to reduce pay outs and 
vesting levels for annual bonus and 
long-term incentives. Thus, ensuring 
pay-outs fully and properly reflect 
overall performance and shareholder 
experience;

• A post-employment shareholding 
requirement as detailed in the policy 
table below. The key feature is that post 
cessation, Executive Directors must 
hold shares worth 200% of salary for 
first year and 100% for second year. If 
their shareholding is lower than these 
thresholds, they must hold the entire 
value for the two-year period;

• Align Executive Directors’ pension 
contributions with those offered to all 
XP power employees in their respective 
countries of employment. Unlike many 
other companies, XP Power’s existing 
policy regarding pension contributors 
for Executive Directors has been 
significantly below those offered to our 
other UK employees.

Salary changes
Reflecting on the market data from peer 
companies and taking account of feedback 
from shareholders, the Committee intends 
to increase the salaries of the CEO and 
CFO to the median level over a two-
year period. In line with this intention, 
the salaries of our CEO and CFO will be 
increased from £401,700 to £450,000 and 
from £288,400 to £323,000, respectively, 
effective 1 April 2020. With this increase, 
they remain below the current median 
based on peer data. The Committee 
intends to make another increase in 2021 
to bring the CEO and CFO to the median 
level.

Annual bonus performance 
conditions
The current and proposed new policies 
provide that specific annual bonus targets 
and weightings may vary from year to year 
according to strategic priorities and this 
will continue under the new policy. 

For 2020, 50% of annual bonus will be 
based on adjusted profit before tax, 25% 
on adjusted operating cash flow as a 
percentage of adjusted operating profit 
with 25% based on strategic objectives. 
The introduction of strategic targets in the 
annual bonus ensures focus also remains 
on the big picture, rather than only near-
term financial performance. This reflects 
points made by shareholders in relation to 
meeting strategic objectives.

Half of the annual bonus will be deferred 
for two years and settled in shares, subject 
to continued employment or good leaver 
status. Deferred bonus shares are granted 
at the closing share price prevailing two 
working days following the Company’s 
annual results announcement.

Long-term incentive 
performance conditions and 
award structure
The current and proposed new policies 
provide that specific performance share 
award targets and weightings may vary 
from year to year according to strategic 
priorities and this will continue under the 
new policy. 

For 2020, it is intended that an award of 
performance shares will be made at 100% 
of salary with 67% subject to a cumulative 
EPS target and 33% subject to a relative 
Total Shareholder Return (“TSR”) target.

Subject to shareholder approval, for 2020 
an award of restricted shares will be made 
at 12.5% of salary to each Executive 
Director. 
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The significant change to the previous 
year’s performance share award is the 
application of a cumulative three-year EPS 
target, setting a target for total adjusted 
EPS to be earned over a three-year period, 
rather than a simple three-year EPS target. 
This captures total EPS over three years, 
mitigating the short-term impact of the 
cycle, and reduces the influence on the 
target performance of the prior year EPS. 

The award of restricted shares will provide 
long-term alignment with shareholders, 
without the complexities of performance 
conditions. The Committee is conscious 
that having even a small portion of 
restricted shares is unusual but sees it is 
a small but significant mitigation of the 
impact of cyclicality. In the consultation, 
some shareholders expressed strong 
support for restricted shares whilst others 
expressed concerns and indicated they 
were supportive of the overall proposals 
on the basis that the restricted share 
award was set at a modest level. In 
calculating values against the LTIP limit, 
the value of restricted share awards will 
be multiplied by two to reflect that they 
do not have performance conditions 
attached.

Further comments
The Committee is conscious of investor 
concerns about increases in salary 
and other elements of remuneration 
and that taken together the increases 
outlined above represent a significant 
increase in maximum potential executive 
remuneration. The Committee intends 
to take the steps because as it stands, 
executive remuneration is low compared 
to peer companies and it believes 
that failing to take steps in this area 
could restrict the company’s ability to 
retain, motivate and attract high quality 
executives over the period to 2023.

Chairman’s remuneration
The company’s Non-Executive Chairman, 
James Peters, is a former Non-Executive 
and has a material shareholding from 
which he receives a significant dividend. 
The Chairman’s fee, which is currently 
£50,000, has not changed since July 2014. 
The benchmarking work we carried out 
indicated a range of £75,000 to £190,000 
with a median at £145,000. 

The Remuneration Committee determined 
to increase the Chairman’s fee to 
£150,000. Mr Peters has indicated he will 
only take a total fee of £60,000 in line 
with the proposed total fee of the current 
Senior Independent Director (SID) who 
is also Chair of the Audit Committee (see 
details below).

Non-Executive remuneration
Non-Executive director remuneration 
is not a matter for the Remuneration 
Committee. However, we have set out 
the changes which were recommended 
by the Chairman and CEO and discussed 
with shareholders. In the light of the peer 
review work carried out, the Chairman 
and CEO proposed that the base Non-
Executive director fee be increased from 
£40,000 to £50,000 with additional fees 
for the roles of SID and chair of the Audit 
and Remuneration committees of £5,000 
per role. Previously, only the SID received 
an additional fee of £5,000. It would 
not be expected that Non-Executive 
remuneration would increase ahead of 
inflation or the UK company-wide salary 
increase during the period of the new 
policy. 

To effect the changes to Chairman 
and Non-Executive remuneration, the 
company is proposing to increase the 
current limit on the total amount of Non-
Executive Director’s fees from £300,000 
to £600,000.

Regulatory changes
In carrying out the remuneration review 
the Committee has considered the various 
changes to the regulatory environment 
and in particular the revised UK Corporate 
Governance Code and the legislation 
requiring companies to make additional 
pay disclosures. The Committee has 
sought to align practice and disclosures to 
the new requirements. This includes:
• Retaining the existing discretion 

contained in our bonus plans to permit 
the Committee to override formulaic 
outcomes.

• Clarification of our policy on the 
treatment of vested and unvested 
awards in the event of cessation of 
employment and the introduction of a 
post cessation shareholding policy.

• A review of the recovery and 
withholding provisions in our incentive 
plans to reflect best practice in this 
area.

We are satisfied that in respect of 
2019 the remuneration policy operated 
as intended in terms of company 
performance and quantum.

In addition, the Committee has ensured 
that the new policy and practices are 
consistent with the six factors set out in 
Provision 40 of the Code:

• Clarity – the policy is transparent and 
clearly articulated in this report.

• Simplicity – The Committee believes 
the remuneration structure is market 
standard, simple and well understood. 
We have purposefully avoided any 
complex structures which have 
the potential to deliver unintended 
outcomes.

• Risk – our Policy and approach to 
target setting seek to discourage 
any inappropriate risk-taking. We 
consider a blend of Shareholder return, 
financial and non-financial objectives 
with stretching targets together with 
strategic goals. The policy contains 
appropriate Remuneration Committee 
discretion to mitigate potential risks. 

• Predictability – Executives’ incentives 
are subject to individual participation 
caps. An indication of the range of 
outcomes in the packages is provided 
on pages 89 to 91. Deferred bonus and 
LTIP awards provide alignment with the 
share price and their values will depend 
on share price at the time of vesting.

• Proportionality – there is a clear 
link between individual awards, 
delivery of strategy and our long-term 
performance. The policy contains 
appropriate Remuneration Committee 
discretion to mitigate the risk of 
rewarding poor performance.

• Alignment of culture – pay and policies 
cascade down the organisation and are 
fully aligned with XP Power culture.

As mentioned above, we have 
undertaken a comprehensive review of 
our Remuneration Policy and hope you 
will support the binding and advisory 
remuneration votes and the resolution to 
approve the new share plan. I would like to 
thank all Shareholders that participated in 
the Shareholder consultation exercise and 
the helpful feedback that has contributed 
to the new policy.

We look forward to your support for the 
Annual Report on Remuneration and 
our proposed Remuneration Policy, the 
Remuneration Committee welcomes any 
further comments from Shareholders with 
respect to our approach to remuneration.

POLLY WILLIAMS
Remuneration Committee Chair
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The information in this section of the Directors’ Remuneration Report is not subject to audit.
The objectives of the Remuneration Policy are as follows:
• To reward employees and Executives appropriately for the work they do (base salary);

• To provide market competitive remuneration packages to enable retention or recruitment (base salary plus benefits);

• To incentivise the employees and Executives to perform at their best consistently (bonus/Long-Term Incentive Plan/Restricted 
Share Plan);

• To align Shareholders’ and senior management’s interests (bonus in shares, Long-Term Incentive Plan/Restricted Share Plan and 
shareholding guidelines); and 

• To retain key staff (long-term structures with delayed vesting).

The following table provides a summary of the key components of the remuneration package and changes to the prior policy are 
indicated in the table for:

EXECUTIVE DIRECTORS

Component Purpose Operation Opportunity
Applicable performance 
measures Recovery

BASE SALARY To help recruit, 
retain and 
motivate high 
performing 
Executives.

Reflects the 
individual 
experience, role 
and importance 
of the Executive 
Director to the 
business.

Base salaries are set 
by the Remuneration 
Committee and reviewed 
annually, and increases 
are effective from 1 April, 
although increases may 
be awarded at other 
times if the Remuneration 
Committee considers it 
appropriate.

A market benchmarking 
exercise will be 
undertaken periodically 
as determined by the 
Remuneration Committee 
to ensure that base 
salary remains around 
the median of the 
market level for roles of 
a similar nature and to 
reflect the individual’s 
skills, experience and 
performance.

Base salaries are 
reviewed annually. 
Increases will not 
normally exceed the 
range of increases 
awarded to other 
employees within the 
Group.

The Remuneration 
Committee may also 
increase a Director’s 
salary should there be 
a change in the scope 
of their role, the scale 
or complexity of the 
business or if significant 
changes to market 
practice arise, which the 
Remuneration Committee 
believes justifies a further 
increase in base salary.

n/a n/a

BENEFITS To help recruit, 
retain and 
motivate high 
performing 
Executives.

To provide market 
competitive 
benefits.

Benefits are set by the 
Remuneration Committee 
and reviewed annually.

Benefits currently 
received by the Directors 
include:

• Paid holidays

• Life insurance

• Private medical cover

• Housing allowance

• Car allowance

The Company provides 
a range of market-
benchmarked benefits. 
The costs of these 
benefits may change 
year-on-year due to 
external costs.

The Remuneration 
Committee has flexibility 
to provide benefits which 
would typically have been 
available to an Executive 
Director in an overseas 
jurisdiction when 
recruiting from outside of 
the UK.

n/a n/a
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Component Purpose Operation Opportunity
Applicable performance 
measures Recovery

ANNUAL  
BONUSES

Align interests 
of Executive 
Directors and 
Shareholders in 
the short- and 
medium-terms.

The annual bonus 
scheme participation 
levels (including 
maximum opportunities) 
are determined by the 
Remuneration Committee 
following the end of 
the year, based on 
performance achieved 
against the performance 
metrics set. Awards are 
split equally between 
(i) cash and (ii) shares 
vesting after two years, 
subject to continued 
employment or good 
leaver status.

Up to 125% of base 
salary for CEO and up to 
100% for CFO (previous 
policy was 100% for both)

Specific targets and weightings may vary 
according to strategic priorities and may 
include:

• Financial performance

• Attainment of personal and 
strategic objectives

Weighting will focus on Group financial 
performance

The Remuneration 
Committee has the power 
to reduce unpaid annual 
bonuses and clawback 
bonuses already paid on a 
net basis in circumstances 
set out below this table.

SHARE OPTION 
PLAN

Align the 
interests of 
Executive 
Directors and 
Shareholders in 
the long-term.

Incentives 
long-term value 
creation.

Prior to the adoption of 
the XP Power Long-Term 
Incentive Plan, market 
value share options were 
granted with 50% options 
vesting after three years 
from date of grant and 
50% options vesting after 
four years.

No further options are 
intended to be granted to 
Executive Directors.

Vesting of outstanding options is based 
on total Shareholders’ return relative to 
the FTSE 350 Electronic and Electrical 
Equipment Sector. Top 20th percentile: 
100% vest. Between median and top 
20th percentile: vest on a straight-line 
basis between 25% and 100%. Below 
median: zero vest.

The Remuneration 
Committee has the 
discretion to claw back 
unvested options or 
require the return of 
the net value of vested 
options in circumstances 
of material financial 
misstatement, a major 
environmental event or a 
breach of the Company’s 
code of ethics or a 
serious health and safety 
issue.

PENSIONS Provide a basic 
pension benefit 
that would be 
expected for the 
position.

Percentage of base 
salary paid into a defined 
contribution scheme.

In line with pension 
benefits offered to the 
XP Power workforce in 
the relevant geography 
which is currently 8% in 
the UK. (Previous policy 
was 2-3% depending on 
geography).

n/a There are no provisions 
for recovery of pension 
payments contributions.

SHAREHOLDING 
(MINIMUM)

Align the 
interests of 
Executive 
Directors and 
Shareholders in 
the long-term.

To build a minimum 
shareholding equivalent 
to two years’ salary. 
Directors have a period 
of five years to achieve 
this.

n/a n/a n/a
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Component Purpose Operation Opportunity
Applicable performance 
measures Recovery

LONG-TERM 
INCENTIVE 
PLAN (LTIP)

Align the 
interests of 
Executive 
Directors and 
Shareholders in 
the long-term.

Incentivises 
long-term value 
creation.

The XP Power Long-Term 
Incentive Plan was 
approved at the 2017 
Annual General Meeting. 
This replaced the 
Company’s share option 
scheme for awards to 
Executive Directors.

LTIP awards may be made 
in the form of conditional 
share awards, nil or 
nominal cost. The LTIP 
also provides for awards 
to be structured as stock 
appreciation or phantom 
rights, which may be 
suitable for awards 
granted in overseas 
jurisdictions.

Performance is typically 
measured over three 
financial years starting 
with the year of 
date of grant, or any 
longer period as the 
Remuneration Committee 
may decide.

An award will be 
distributed two years 
after vesting. (Previous 
policy was 50% after 
measurement of 
performance vesting, 
with the remaining  
50% distributed after a 
period of one year).

Amounts equivalent 
to any dividends or 
Shareholder distributions 
made in respect of 
awards at vesting, are 
paid at the discretion 
of the Remuneration 
Committee. 

The normal maximum 
award level under the 
LTIP is 150% (previous 
policy was 100%) of 
base salary or such 
higher amount as the 
Remuneration Committee 
in its absolute discretion 
may determine, up 
to a maximum of 
200% of base salary. 
The 200% cap is 
restricted to exceptional 
circumstances only.

In respect of performance shares, it is the 
Remuneration Committee’s intention to 
set relative TSR targets for 33% of the 
award and absolute EPS growth targets 
for 67%. (previous intention 50%: 50%) 
Restricted shares will not have perfor-
mance conditions (previous policy did 
not include restricted shares) although 
the Remuneration Committee will set 
appropriate performance conditions and 
weightings each year prior to awards 
being made.

On a change of control of the Company 
during the performance measurement 
period the Remuneration Committee 
has the discretion to determine the 
number of shares vesting by assessing 
the achievement of the performance 
conditions and apply a pro-rata reduction 
based on the proportion of the perfor-
mance period elapsed at the time of the 
event, unless it determines a pro-rata 
reduction is not appropriate and applies a 
higher amount.

Early vesting of performance awards 
may occur where a participant ceases 
employment for good leaver reasons. The 
Remuneration Committee has the discre-
tion to determine the number of shares 
vesting by assessing the achievement of 
the performance conditions and applying 
a pro-rata reduction to the number of 
shares vesting based on the proportion 
of the performance period the participant 
was employed, unless the Remuneration 
Committee determines the reduction is 
not appropriate. Shares will vest at the 
end of the two-year holding period or 
such earlier date as the Remuneration 
Committee determines. Participants who 
leave after the measurement of perfor-
mance shall be entitled to receive their 
vested shares at the end of the two-year 
holding period, or such earlier date as the 
Remuneration Committee determines. 

The Remuneration 
Committee has the 
discretion to claw back 
some or all of the awards 
granted under the LTIP 
by reducing unvested 
awards or requiring 
the return of the net 
value of vested awards 
to the Company in 
circumstances set out 
below this table.

RESTRICTED 
SHARE PLAN 
2020 (RSP)

Align the 
interests of 
Executive 
Directors and 
Shareholders in 
the long-term.

Incentivises 
long-term value 
creation.

Awards may be granted 
as restricted shares 
without performance 
conditions under the 
2020 Restricted Share 
Plan.

Restricted share awards 
normally vest five years 
from the date of award.

Up to a maximum of 
15% of base salary 
may be granted as 
restricted shares without 
performance conditions.

In calculating value 
against 150% of salary 
LTIP limit, the value of 
restricted share awards 
will be multiplied by two 
to reflect that they do 
not have performance 
conditions attached.

Restricted shares will not have  perfor-
mance conditions (previous policy did 
not include restricted shares). Where a 
participant ceases to be an employee for 
good leaver reasons during the first three 
years of the restricted share period, the 
number of shares vesting will be subject 
to a pro-rata reduction by reference 
to period of time elapsed between the 
award date and the date of cessation. 
The Remuneration Committee has the 
discretion to permit acceleration of 
vesting and to disapply pro-rating. Where 
participants cease employment after the 
first three years of the restricted period 
no pro-rating will apply, but awards will 
vest on the fifth anniversary of the grant 
of the award unless the Remuneration 
Committee exercises its discretion to 
permit earlier vesting.

On a change of control of the Company 
the Remuneration Committee shall 
determine the number of restricted 
shares vesting taking into account the 
time that has elapsed since the grant of 
the award and any factors it considers to 
be relevant.  

The Remuneration 
Committee has the 
discretion to claw back 
some or all of the awards 
granted under the LTIP 
by reducing unvested 
awards or requiring 
the return of the net 
value of vested awards 
to the Company in 
circumstances set out 
below this table.
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Component Purpose Operation Opportunity
Applicable performance 
measures Recovery

POST 
EMPLOYMENT 
SHAREHOLDING

Align the 
interests of 
Executive 
Directors and 
Shareholders in 
the long-term.

Post cessation executives 
must hold shares 200% 
of salary for the first 
year and 100% of salary 
for the second year or, 
if their holding is lower 
than this at cessation, the 
value of their holding at 
the point of cessation.

Shares which have been 
or are in future purchased 
by executives will not be 
subject to restrictions 
on sale.

Deferred bonus shares in 
their deferral period and 
vested LTIP awards which 
are still in their holding 
period will be counted 
against the percentage 
requirement on a net of 
tax basis

n/a n/a n/a

The performance targets above were chosen as they are considered suitable for aligning the interests of the Executives with those of 
Shareholders.

USE OF DISCRETION
The Company’s incentive plans including 
the annual bonus scheme, share option 
scheme, LTIP and RSP will be operated 
within the rules of the relevant scheme, 
together with all applicable laws and 
regulations. The Remuneration Committee 
may operate the discretion contained in 
the relevant plan in order to facilitate its 
administration and operation. Discretion 
includes (but is not limited to) who is 
invited to participate or receive awards, 
the size and timing of awards or payments, 
the setting of appropriate performance 
measures and targets for annual bonuses 
and incentive schemes from year to year 
and any adjustment of these to take 
account of market conditions, the annual 
review of performance against targets 
for the determination of bonuses and 
awards, the determination of vesting and 
performance periods and the treatment of 
leavers, and discretion when dealing with 
adjustments in respect of corporate events 
(such as changes in control, rights issues, 
de-mergers, acquisitions etc).

Annual bonus documentation and the 
LTIP, subject to shareholder approval, will 
contain provisions to give the Committee 
the ability to apply discretion to adjust 
any formulae and workings to reduce 
vesting levels to ensure pay-outs fully and 
properly reflect overall performance and 
shareholder experience and in response to 
exceptional negative events.

MALUS AND CLAWBACK
Annual bonus documentation, the 
LTIP and RSP, subject to shareholder 
approval, will contain provisions to give 
the Committee the ability to apply malus 
and clawback provisions. These allow the 
Committee to determine, in its absolute 
discretion, that an unvested award or 
bonus award (or part of an award) may not 
be permitted to vest or that the level of 
vesting is reduced in certain circumstances 
or payment back of some or all of an 
award is required after vesting. 

Where the Committee acting fairly and 
reasonably determines within a period 
not exceeding three years from the 
determination of an award that:

• a serious breach of the Company’s 
code of ethics has arisen; or

• a serious health and safety issue has 
occurred; or

• the award holder has participated in 
or was responsible for conduct which 
has resulted in significant losses to the 
Group; or

• the award holder has failed to meet 
appropriate standards of fitness 
and propriety resulting in a material 
negative effect on the Group; or

• the award holder has committed 
material wrongdoing or has breached 
the terms of their employment contract 
in such manner as would result in a 
potentially fair reason for dismissal; or

• there was a material error in 
determining whether an award should 
be made, in determining the size or 
nature of the award or the extent to 
which it has vested, it may require any 
unvested awards held by the award 
holder to lapse in whole or in part 
immediately, and/or may require the 
award holder to repay to the Company 
the after-tax value of some or all of 
the vested awards received during 
that period, in such form as they may 
determine.

Malus and clawback will continue to apply 
to any awards held by leavers and those 
vesting in connection with corporate 
events/changes in control.

The Committee has the right to apply 
the ‘malus’ provision to an individual or 
on a collective basis. It shall also (acting 
reasonably and in good faith) determine 
the amount or award subject to clawback.

92

REMUNERATION POLICY CONTINUED



NON-EXECUTIVE DIRECTORS

Component Purpose Operation Opportunity

Applicable 
performance 
measures Recovery

FEES Fees are set at a level 
which is sufficient to 
attract, motivate and 
retain quality Non-
Executive Directors.

Fees are reviewed 
periodically. The Board 
(excluding the Non-
Executive Directors) is 
responsible for setting 
Non-Executive Directors’ 
fees.

Non-Executive Directors 
are not entitled to 
participate in the Group’s 
incentive plans.

The total amount 
of Non-Executive 
Directors’ fees shall 
not exceed £600,000. 
(Previous policy was 
£300,000). 

n/a n/a

APPROACH TO EXECUTIVE 
RECRUITMENT
In the event of the recruitment of a new 
Executive Director, the Remuneration 
Committee would take into consideration 
the structure and levels of the 
remuneration for existing Directors 
and prevailing market together with 
the skills and value it believed the new 
Director would bring to the Company. It is 
therefore expected that a new Director’s 
package would include the same elements 
as existing Directors and the maximum 
level of variable remuneration for annual 
bonus and LTIP would also be capped as it 
is for existing Executive Directors. 

In addition, the Remuneration Committee 
will have discretion to make payments or 
awards to buy out incentive arrangements 
forfeited on leaving a previous employer, 
i.e. over and above the approach outlined 
in the table above, and may exercise the 
discretion available under Listing Rule 
9.4.2R if necessary to do so. In doing so, 
the Remuneration Committee will seek, 
to the best possible extent, to do no more 
than match the fair value of the awards 
forfeited, taking account of the applicable 
performance conditions, the likelihood 
of those conditions being met and the 
proportion of the applicable vesting period 
remaining. 

Where an Executive Director appointment 
is an internal candidate, the Remuneration 
Committee will honour any pre-existing 
remuneration obligations or outstanding 
variable pay arrangements that relate to 
the individual’s previous role.

The Remuneration Committee retains 
the discretion to offer appropriate 
remuneration outside the standard policy 
where an interim appointment is made 
to fill an Executive role on a short-term 
basis or where exceptional circumstances 
require that the Chairman or a Non-
Executive Director takes on an Executive 
function.

EXECUTIVE DIRECTORS’ 
CONTRACTS
The Executive Directors’ contracts run for 
an indefinite period, with the Company 
being able to terminate the contracts 
without cause giving 12 months’ notice. 
When a Director is terminated without 
cause, the Director is entitled to a 
termination payment of 12 months of 
basic pay. Directors’ service contracts 
are available for inspection at the Annual 
General Meeting of the Company. 
Directors are able to terminate the 
contracts giving 12 months’ notice.

NON-EXECUTIVE 
DIRECTORS’ CONTRACTS
The Non-Executive Directors’ contracts 
run for an indefinite period, with the 
Company being able to terminate the 
contracts without cause giving 12 
months’ notice. If the Shareholders do 
not re-elect a Non-Executive Director, 
or they are retired from office under the 
Articles, their appointment terminates 
automatically, with immediate effect and 
without compensation. In accordance with 
the Code Non-Executive Directors will 
not serve more than nine years. Non-
Executive Directors are not entitled to 
share option awards, long-term incentive 
plans or pensions.

SHAREHOLDER 
CONSULTATION
The Remuneration Committee’s policy 
is to consult with major Shareholders 
in respect of significant decisions on 
Executive remuneration. 

STATEMENT OF 
CONSIDERATION OF 
EMPLOYMENT CONDITIONS 
ELSEWHERE IN THE 
COMPANY 
Pay and conditions throughout the Group 
are taken into consideration when setting 
remuneration policy. The Remuneration 
Committee does not consult other 
employees when setting Executive 
Director remuneration.
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ILLUSTRATION OF THE APPLICATION OF THE REMUNERATION POLICY
The charts below give an indication of the level of remuneration that would be received by each Executive Director in accordance with 
the new proposed Directors’ remuneration policy (excluding share price movement).

The charts provide estimates of the 
potential future reward opportunities for 
each Executive Director, and the potential 
split between the different elements 
of remuneration under three different 
performance scenarios: “Minimum”; “On 
target”; and “Maximum”.

The “On target” scenario has been 
calculated based on the 2020 approved 
budget and threshold vesting of normal 
LTIP/RSP awards.

The “Maximum” scenario has been 
calculated assuming that the Directors 
achieve the maximum allowed variable 
bonus which for 2020 is capped at 
100% of their respective base salaries 
and maximum vesting of normal LTIP/
RSP awards under the plan. In order for 
Directors to achieve the maximum bonus, 
adjusted profit before tax would have to 
reach the maximum target which will be 
set out in the 2020 Annual Report.

The fixed element of remuneration 
includes base salary, benefits-in-kind 
and pension contributions. The benefits-
in-kind are measured according to their 
taxable value as follows:

Position Name Base salary Benefits Pension Total fixed pay
Chief Executive Officer Duncan Penny £450,000 £2,956 £36,000 £488,956
Chief Financial Officer Gavin Griggs £323,000 £21,958 £25,840 £370,798
Executive Vice President, Asia Andy Sng S$265,225 S$76,663 S$17,167 S$359,055
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RESPONSIBILITIES OF 
THE REMUNERATION 
COMMITTEE
Executive remuneration packages are 
prudently designed to attract, motivate 
and retain Directors of the high calibre 
needed to maintain the Group’s position 
and to reward them for enhancing 
Shareholder value. It is the responsibility 
of the Remuneration Committee to 
consider the experience and value the 
individual Directors contribute to the 
Group; measure the performance of the 
Executive Directors and key members of 
senior management and determine their 
annual remuneration package.

MEMBERS OF THE 
REMUNERATION 
COMMITTEE
Polly Williams (Chair), Independent Non-
Executive Director

Pauline Lafferty, Independent Non-
Executive Director (appointed 3 December 
2019)

Terry Twigger, Independent Non-Executive 
Director

MEETINGS OF THE 
REMUNERATION 
COMMITTEE
The Remuneration Committee met four 
times during 2019 with attendance on the 
dates as follows:
Date Attendees

14 January 2019 All
1 March 2019 All
31 July 2019 All
2 December 2019 All

PERFORMANCE 
EVALUATION OF THE 
REMUNERATION 
COMMITTEE
During the year, the Remuneration 
Committee reviewed its performance as 
part of the Board’s evaluation process. The 
Remuneration Committee considered it had 
adequate skills and experience to perform 
its responsibilities and, where considered 
appropriate, employs the services of 
outside remuneration consultants. The 
Remuneration Committee used advisory 
services as outlined on page 102. 

REMUNERATION FOR THE 
EXECUTIVE DIRECTORS
There are five main elements of the 
remuneration package for Executive 
Directors and senior management:
• Basic annual salary;

• Benefits-in-kind;

• Pension arrangements;

• Annual bonus; and

• Long-term share incentives.

The Company’s policy is that a significant 
proportion of the remuneration of 
the Executive Directors should be 
performance related. As described below, 
Executive Directors may earn an annual 
bonus together with the long-term 
benefits of participation in share award 
schemes.

The Remuneration Committee makes 
recommendations to the Board. No 
Director plays a part in any discussion 
regarding his or her own remuneration.

BASIC SALARY
Directors’ basic salaries are reviewed by 
the Remuneration Committee each year 
and when an individual changes position 
or responsibility.

The basic salaries of our CEO and CFO 
from 1 April 2019 were £401,700 and 
£288,400 respectively.

BENEFITS-IN-KIND
The Executive Directors receive certain 
benefits-in-kind, principally life assurance 
and private medical insurance. In addition, 
Gavin Griggs receives a car allowance and 
Andy Sng receives a housing allowance 
relating to his relocation to Shanghai 
where he spends approximately half his 
time.

PENSION ARRANGEMENTS
In the UK, the Group operates a 
“Stakeholder Pension Scheme” and 
contributes 4% of base salary into this 
scheme on behalf of the participants 
including Executive Directors. 

In Singapore, the Group contributes to the 
Central Provident Fund “CPF” in line with 
local statutory requirements. The Group 
matches the participants’ contribution to 
this plan, including Executive Directors, up 
to 6% of the Director’s salary and bonus.
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ANNUAL BONUSES
The Remuneration Committee establishes the profit thresholds that must be met for 
each financial year before a cash or share bonus is to be paid. Account is also taken of the 
relative success of the different parts of the business for which the Executive Directors 
are responsible.

2019 performance targets for Executive Directors other than Andy Sng

Target Weighting Threshold Target Stretch/max Actual
Adjusted profit before tax 80% £41.2m £42.9m £44.7m £33.2m
Adjusted Free cash flow* 20% £25.9m £28.0m £30.0m £28.1m
Percentage of salary for Executive Directors at different levels of performance
Executive Director
Duncan Penny £401,700 25% 50% 100% 10.7%
Gavin Griggs £288,400 25% 50% 100% 10.7%
Mike Laver (retired from 
the Board 16 April 2019) US$339,900 20% 40% 75% 3%

* Adjusted for £1.9 million of legal fees included in specific items.

80% of the 2019 annual bonus for Duncan Penny, Gavin Griggs and Mike Laver was 
based on the Group’s adjusted profit before tax. The threshold for bonuses to start was 
£41.2 million, which was the adjusted profit before tax achieved in 2018. On-target 
performance set at £42.9 million, 4% ahead of adjusted profit before tax achieved in 
2018. The bonus was structured on a linear pro rata basis.

The threshold adjusted profit before tax was not met in 2019 so no bonuses were paid 
based in respect of this part of the bonus plan.

20% of the 2019 annual bonus for Duncan Penny, Gavin Griggs and Mike Laver was 
on the free cash flow. The threshold for bonuses to start was £25.9 million. On-target 
performance was set at £28.0 million. The bonus was structured on a linear pro rata 
basis.

Adjusted free cash flow of £28.1 million was achieved which resulted in a bonus of 
10.7%. The bonus in respect of Mike Laver has been pro-rated basis on the period he 
served on the Board.

2019 performance target for Andy Sng – Executive Vice President, Asia

Target Weighting Threshold Target Stretch/max Actual
Asia adjusted operating 
profit 80% US$6.5m US$7.5m US$8.5m US$8.4m
Adjusted Free cash flow* 20% £25.9m £28.0m £30.0m £28.1m
Percentage of salary paid for Andy Sng at different levels of performance
Andy Sng £147,838 25% 50% 100% 88.1%

* Adjusted for £1.9 million of legal fees included in specific items.

80% of the 2019 annual bonus for Andy Sng was based on the Asia adjusted profit before 
tax. The threshold for the bonus to start was US$6.5 million, which was the Asia adjusted 
profit before tax achieved in 2018. On-target performance set at US$7.5 million, 15% 
ahead of adjusted profit before tax achieved in 2018. The bonus was structured on a 
linear pro rata basis.

The Asia adjusted profit before tax grew 30% over that achieved in 2018 and therefore 
Andy Sng achieved a bonus based on Asia adjusted operating profit of 77.4%. 

20% of the 2019 annual bonus for Andy Sng was based on adjusted free cash flow. The 
threshold for bonuses to start was £25.9 million. On-target performance was set at £28.0 
million. The bonus was structured on a linear pro rata basis.

Adjusted free cash flow of £28.1 million was achieved which resulted in a bonus of 10.7%.

In line with the Remuneration Policy, 50% 
of annual bonuses will be paid in cash 
and the remaining 50% will be awarded 
in shares vesting over two years from 
31 December 2019. The details of each 
Executive Director are shown in the 
table on page 99. Deferred bonus shares 
are granted at the closing share price 
prevailing two working days following the 
Company’s annual results announcement.

LONG-TERM SHARE 
INCENTIVES
Details of all outstanding long-term 
incentive awards and deferred bonus 
awards held by Executive Directors are 
laid out later in this report. Details of the 
terms and performance conditions applied 
to each round of awards are set out below.

LONG-TERM INCENTIVE 
PLAN (LTIP)
LTIP awards may be made in the form of 
conditional share awards, nil or nominal 
cost or deferred cash. The LTIP will also 
provide for awards to be structured as 
stock appreciation or phantom rights, 
which may be suitable for awards granted 
in overseas jurisdictions.

The vesting of these awards depends on 
two separate performance conditions over 
a three-year period as outlined below. 
50% of the award will vest three years 
after the grant date with the remaining 
50% vesting 12 months later. Vesting at 
threshold performance levels is 25% of 
the maximum.

Fifty percent of 2017 and 2018 awards 
and two thirds of 2019 award will vest 
dependent upon compound annual growth 
rates of adjusted Earnings Per Share (EPS) 
over a three-year period.
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Adjusted EPS performance  
2017 award

Adjusted EPS performance  
2018 and 2019 awards Vesting

10% compound annual growth 12% compound annual growth 100%
5% compound annual growth 6% compound annual growth 25%
Below 5% compound  
annual growth

Below 6% compound  
annual growth

No vesting

Vesting between the adjusted EPS targets will be measured on a straight-line basis.

Fifty percent of 2017 and 2018 awards and a third of 2019 award will vest dependent 
upon the achievement of the Company’s Total Shareholder Return (“TSR”) measured 
against that of the FTSE 250 over the same three-year period.

TSR performance Vesting
75th percentile (2017 and 2018 award) / 80th percentile (2019 award) 100%
Median (50th percentile) 25%
Below the median No vesting

Vesting between the median and the 80th percentile will be measured on a straight-line 
basis.

On 8 March 2019, 123,747 nominal-priced options were awarded under this plan and 
with the performance condition specified above, including to Executive Directors. The 
performance period for the EPS and TSR condition is measured from 1 January 2019 to 
31 December 2021.

SHARE OPTION PLANS
The Group operated The XP Power Share Option Plan (the “Plan”) as approved by the 
Shareholders on 2 April 2012. This Plan allowed the Company to grant options up to 
1,924,229 shares, representing 10% of the issued share capital at the time the Plan was 
set up.

The first 50% of the share options granted 
in February 2016 under this plan were 
due to vest in February 2019 with the 
remaining 50% tranche due to vest in 
February 2020. Vesting of these options 
is based on TSR relative to the FTSE 
350 Electronic and Electrical Equipment 
Sector.

Based on the achievement of the 
performance condition to February 
2019, 79% of this tranche of the award 
vested corresponding to 19,900 shares 
for Duncan Penny, 9,950 shares for Mike 
Laver and 3,980 shares for Andy Sng.

Following approval of the 2017 LTIP, no 
further options are intended to be granted 
to Executive Directors under this Plan.

The detail of historic Share Option Plan 
awards by Executive Director is shown in 
the table on page 100.

The chart below shows the total 
shareholder return for XP Power rebased 
against that of the FTSE250 over the 
performance period of the 2017 LTIP.
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CHIEF EXECUTIVE OFFICER REMUNERATION
The table below sets out the details of the Director undertaking the role of Chief Executive Officer.
£ Thousands Base salary Pension Benefits Annual bonus Total CEO remuneration
2013 260 8 3 - 271
2014 260 8 3 - 271
2015 260 8 3 39 310
2016 260 8 3 71 342
2017 260 8 3 260 531
2018 390 14 4 276 684
2019 399 15 4 43 461

The table below shows the percentage change in remuneration of the Director undertaking the role of Chief Executive Officer and the 
Company’s employees as a whole in 2019.
Percentage increase in remuneration in 2019 
compared with 2018 CEO Chosen employee group Note 1
Base salary 2% 4%
All taxable benefits 6% 10%
Annual bonus (84%) (64%)
Total (33%) 6%

Note 1 - The chosen employee group for this comparison excludes Chinese and Vietnamese employees where there has been significant salary inflation.

The ratio of remuneration of the Chief Executive Officer to the average employee of the entire Group (excluding China and Vietnam) 
over the last five years was as follows:

2015 2016 2017 2018 2019
Chief Executive remuneration (£‘000) 310 342 531 684 461
Average employee remuneration (£‘000) 52 64 66 69 73
Ratio 6:1 5:1 8:1 10:1 6:1

The UK government has now introduced legislation requiring companies to publish the ratio of their Chief Executive to that of the 
median, 25th and 75th percentile total remuneration of full-time equivalent employees. The table below shows the ratio of the pay of 
the Chief Executive Officer to that of the UK lower quartile, median and upper quartile employees in 2019.
Year 25th percentile pay ratio Median pay ratio 75th percentile pay ratio
2019 16:1 10:1 6:1

All Non-Executive Directors have specific terms of engagement and their remuneration is determined by the Board within the limits set 
by the Articles of Association. The annual fee for each Non-Executive Director is set out below:
Non-Executive Fee Date of last review Effective date of last change
James Peters £50,000 25 November 2016 25 July 2014
Pauline Lafferty  
(appointed 3 December 2019) £40,000 3 December 2019 3 December 2019
Terry Twigger £45,000 25 November 2016 1 March 2016
Polly Williams £40,000 25 November 2016 1 January 2016

James Peters is the Chairman of the Board. Terry Twigger is the Senior Independent Non-Executive Director.

AGGREGATE DIRECTORS’ REMUNERATION
The total amounts for Directors’ remuneration were as follows:

£ 2019 2018

Basic salaries 907,549 1,053,893
Benefits-in-kind 80,656 113,665
Annual bonus 212,368 655,632
Money purchase pension contributions 40,266 39,662
Non-Executive Director fees 140,757 177,595
Total remuneration 1,381,596 2,040,447
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DIRECTORS’ REMUNERATION FOR 2019

Name of Director Salary and fees Annual bonus
Value of vested 

share awards Pension Benefits 2019 Total
£
Executive
Duncan Penny 398,775 43,109 – 15,600 3,717 461,201
Gavin Griggs 286,300 30,950 – 11,683 23,007 351,941
Mike Laver (retired from the Board 16 April 2019) 75,713 8,015 – 3,028 11,856 98,612
Andy Sng 146,761 130,295 – 9,955 42,075 329,084

Non-Executive

James Peters 50,000 – – 2,424 52,424

Terry Twigger 45,000 – – – 45,000

Polly Williams 40,000 – – – 40,000

Pauline Lafferty (appointed 3 December 2019) 3,333 – – – 3,333

DIRECTORS’ REMUNERATION FOR 2018

Name of Director Salary and fees Annual bonus
Value of vested 

share awards Pension Benefits 2018 Total 

£
Executive
Duncan Penny 390,000 276,237 – 13,650 4,189 684,076
Gavin Griggs 280,000 198,324 – 10,801 23,180 512,305
Mike Laver (retired from the Board 16 April 2019) 245,618 117,700 – 6,140 33,167 402,625
Andy Sng 138,275 63,371 – 9,071 53,129 263,846

Non-Executive

James Peters 50,000 - - 2,595 52,595

Terry Twigger 45,000 - - - 45,000

Polly Williams 40,000 - - - 40,000

Peter Bucher (resigned on 31 December 2018) 40,000 - - - 40,000

In the year under review, the base salary of the CEO, Duncan Penny, the CFO, Gavin Griggs and Andy Sng, Executive Vice President, 
Asia were increased as described on page 101. For all other staff (excluding Chinese and Vietnamese manufacturing staff) the average 
increase was approximately 3%.

DIRECTORS’ INTERESTS IN ORDINARY SHARES OF XP POWER LIMITED
The Directors’ interests shown below do not include deferred bonus shares.

At 
31 December 

2019

At 
1 January 

2019

Executive 
Duncan Penny 206,990 206,990
Andy Sng 24,000 24,000
Non-Executive 
James Peters  1,529,279 1,529,279

Executive Directors have a period of five years from 1 April 2016 (the date of approval) or from when they join the Board to build a 
minimum shareholding equivalent to two years’ salary. Restricted shares awarded under the annual bonus plan can be included in this 
measure.
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In addition to the Directors’ interests in the ordinary shares of the Company, the following Directors have interests in share options, 
nominal priced options and deferred bonus shares:
     At 31 December 

2019
No. of shares

At 1 January 
2019

No. of sharesExecutive Type of shares Date of grant Exercise price Expiry date of option

Duncan Penny 2012 Share Options 10 October 2012 £9.46 10 October 2022 60,750 60,750

 2012 Share Options 23 February 2016 £15.425 23 February 2026 39,800 50,000

 2016 Deferred Bonus 17 March 2017 – – – 1,776

 2017 LTIP 30 May 2017 £0.010 30 May 2022 6,000 6,000

 2017 Deferred Bonus 02 March 2018 – – 3,975 3,975

 2018 LTIP 16 May 2018 £0.010 16 May 2023 11,200 11,200

 2018 Deferred Bonus 06 March 2019 – – 6,057 –

 2019 LTIP 08 March 2019 £0.010 08 March 2024 19,024 –

Gavin Griggs 2017 LTIP 01 November 2017 £0.010 01 November 2022 8,000 8,000

 2017 Deferred Bonus 02 March 2018 – – 515 515

 2018 Deferred Bonus 06 March 2019 – – 4,349 –

 2019 LTIP 08 March 2019 £0.010 08 March 2024 13,659 –

Mike Laver
(retired from the Board 16 April 
2019) 

2012 Share Options 10 October 2012 £9.46 10 October 2022 30,000 30,000

2012 Share Options 23 February 2016 £15.425 23 February 2026 25,000 25,000

2016 Deferred Bonus 17 March 2017 – – 1,191 1,191

2017 LTIP 30 May 2017 £0.010 30 May 2022 3,000 3,000

2017 Deferred Bonus 02 March 2018 – – 2,130 2,130

2018 LTIP 16 May 2018 £0.010 16 May 2023 3,000 3,000

2018 Deferred Bonus 06 March 2019 – – 2,581 –

2019 LTIP 08 March 2019 £0.010 08 March 2024 4,878 –

Andy Sng 2012 Share Options 23 February 2016 £15.425 23 February 2026 10,000 10,000

 2016 Deferred Bonus 17 March 2017 – – – 514

 2017 LTIP 30 May 2017 £0.010 30 May 2022 2,000 2,000

 2017 Deferred Bonus 02 March 2018 – – 420 420

 2018 LTIP 16 May 2018 £0.010 16 May 2023 2,857 2,857

 2018 Deferred Bonus 06 March 2019 – – 1,389 –

 2019 LTIP 08 March 2019 £0.010 08 March 2024 4,878 –
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The share options granted on 10 October 2012 vested four years after the award date.

The share options granted on 23 February 2016 vest 50% after three years and 50% 
after four years and are subject to the performance criteria outlined in the Remuneration 
Policy on page 91.

The awards granted on 17 March 2017 relate to 50% of the bonus earned in the financial 
year 2016 and are deferred for two years after 31 December 2016. These awards have 
now vested.

The awards granted on 16 May 2018 relate to 50% of the bonus earned in the financial 
year 2017 and are deferred for two years after 31 December 2017. These awards have 
now vested.

The awards granted on 6 March 2019 relate to 50% of the bonus earned in the financial 
year 2018 and are deferred for two years after 31 December 2018.

The nominal-priced options awarded on 30 May 2017, 1 November 2017, 16 May 2018 
and 8 March 2019 vest 50% after three years and 50% after four years and are subject to 
the performance criteria outlined in the Remuneration Policy on page 90.

The highest and lowest closing mid-market prices of the shares of XP Power Limited 
during 2019 were £31.10 and £19.65 per share respectively. The closing mid-market 
price on 31 December 2018 was £31.00 per share.

RELATIVE IMPORTANCE OF SPEND ON PAY
£ Millions 2019 2018 Change %

Distribution to Shareholders 
Dividends1 16.7 15.3 9%
Group employment costs2 59.7 55.2 8%

1 Refer to Financial Statements – Note 9 for more details.
2 Group employment costs includes Directors’ remunerations. Refer to Financial Statements – Note 5 for 

more details.

REMUNERATION IN 2020 SALARY
Basic salaries for all Directors were reviewed against a benchmarking study that had been 
commissioned by the Remuneration Committee at the end of 2019. The companies used 
in the study were assessed for their suitability and relevance to the Company. The CEO 
and CFO will receive a basic pay increase of 12% with effect from 1 April 2020 and the 
Executive Vice President of Asia will receive a 3% increase. After these increases the base 
pay will still be below the median levels determined in the benchmarking study.

Executive Base salary Date of last review
Effective date  

of last increase

Duncan Penny £450,000 28 February 2020 1 April 2019 
Gavin Griggs £323,000 28 February 2020 1 April 2019
Andy Sng S$265,225 28 February 2020 1 April 2019

Executive Directors’ contracts of service, which include details of remuneration, will be 

available for inspection at the Annual 
General Meeting.

ANNUAL BONUS 2020
For 2020, the maximum bonus 
opportunity of the Executive Directors 
will be capped at 100% of salary with on 
target pay outs of 50%. Bonuses will be 
based 50% on adjusted profit before tax, 
25% on adjusted operating cash flow as a 
percentage of adjusted operating income, 
and 25% based on strategic objectives. 
Adjusted operating cash flow will be 
measured over each quarter and the 
average of the four quarters will be used. 

The introduction of strategic targets in the 
annual bonus ensures focus also remains 
on the big picture, rather than only near-
term financial performance.

The Remuneration Committee is of 
the opinion that given the commercial 
sensitivity arising in relation to the targets 
used for the annual bonus, disclosing 
precise targets for the bonus plan in 
advance would not be in Shareholders’ 
interests. Actual targets, performance 
achieved and awards made will be 
published at the end of the performance 
periods so Shareholders can fully assess 
the basis of any pay-outs.
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REVIEW OF POLICY
The policy will be next be put to 
Shareholders at the 2023 Annual General 
Meeting in accordance with the normal 
triennial cycle. The Committee will 
continue to follow its normal practice 
of consulting with the Company’s major 
shareholders inviting them to express any 
views.

ADVICE ON 
REMUNERATION
During the year, h2glenfern Remuneration 
Advisory provided advice to the 
Company with respect to the Executive 
Directors’ remuneration. Fees were 
charged pursuant to an annual retainer 
and on a cost incurred basis in relation 
to advice and support on the proposed 
new remuneration policy and totalled 
£47,000 in the year to 31 December 
2019. h2glenfern Remuneration Advisory 
had previously provided advice to the 
Company on remuneration and has no 
other connection with the Company.

h2glenfern Remuneration Advisory 
has confirmed that it has operated in 
accordance with the Code of Conduct 
of the Remuneration Consultants’ Group 
in relation to Executive remuneration 
consulting in the United Kingdom. The 
Remuneration Committee has therefore 
satisfied itself that all advice provided 
by h2glenfern was objective and 
independent.

The Committee regards the targets it has set as stretching, however, it should be noted 
that the targets set do not incorporate any potentially negative financial effects due to 
the COVID-19 virus. The targets have also been set at a US Dollar to Pound Sterling 
exchange rate of 1.30. 

LONG-TERM INCENTIVE AWARDS 2020
The Remuneration Committee expects to make further awards to Executive Directors 
under the 2017 LTIP during 2020. The Remuneration Committee currently intends to 
make performance share awards to each of the CEO and the CFO at 100% of salary in 
line with the Company’s remuneration policy and within the exceptional maximum of 
200% of salary. 

The vesting of performance based LTIP awards made in 2020 will depend on two 
separate performance conditions over a three-year period as set out below. The award 
will be distributed two years after the vesting date. Vesting at threshold performance 
levels is 25% of the maximum.

Up to two thirds of the total Shares subject to the Award will vest depending upon the 
total diluted adjusted EPS over the three-year period 2020, 2021 and 2022 as set out in 
the table below.
Total adjusted EPS performance 2020, 2021 and 2022 Vesting
581.1 pence per share 100%
523.4 pence per share 25%
Below 523.4 pence per share No vesting

Vesting between the diluted adjusted EPS targets will be measured on a straight-line 
basis. The above diluted adjusted EPS targets were derived by taking the average 
adjusted earnings per share for 2017, 2018 and 2019 which is 155.1 pence per share 
(which is 6.6% ahead of actual 2019 diluted adjusted EPS) to account for the inherent 
cyclicality in the business and applying a 6% or 12% annual compound growth rate. 

Up to a third of the total Shares subject to the Award will vest dependent upon the 
achievement of the Company’s TSR measured against that of the FTSE 250 over the 
same three-year period.
TSR performance Vesting
80th percentile 100%
Median (50th percentile) 25%
Below the median No vesting

Vesting between the median and the 80th percentile will be measured on a straight-line 
basis.

In addition, the Remuneration Committee currently intends to make restricted share 
awards to each of the CEO and CFO at 12.5% of salary without performance conditions 
under the new 2020 remuneration policy if approved by shareholders at the 2020 Annual 
General Meeting. 

NON-EXECUTIVE REMUNERATION
Fees for the Chairman and Non-Executive Directors have been benchmarked versus 
companies of similar size and complexity. As a result of the benchmarking, it is proposed 
that fees for Non-Executive Directors be changed from 1 April 2020 as follows:

Existing fees Proposed fees
Base fee £40,000 £50,000
Additional fee for chairing a committee - £5,000
Additional fee for acting as Senior Non-Executive Director £5,000 £5,000

Benchmarking of the Chairman’s fee suggested a range from £75,000 to £190,000. 
However, due the current Chairman’s shareholding he has agreed to take the same fee 
as the senior non-executive director which would be £60,000. This is an increase of 
£10,000 from the existing fee. 
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STATEMENT OF VOTING AT THE 
ANNUAL GENERAL MEETING
The following table sets out actual voting in respect of the approval of the 2017 
Remuneration Policy and the 2018 Remuneration Report:

Number of 
votes cast 

in favour

Percentage  
of votes 
 cast for

Number 
of votes 

cast against

Percentage 
of votes cast 

against

Number 
of votes 

withheld

Approval of 
remuneration 
policy 13,470,788 96.2% 561,028 3.8% 2,266
Approval of 
remuneration 
report 12,844,145 97.8% 294,660 2.2% 24,891

As reflected earlier in this report, the Group is committed to ongoing Shareholders 
dialogue and takes an active interest in voting outcomes.

Where there are substantial votes against resolutions in relation to Directors’ 
remuneration, the reasons for any such vote will be sought, and any actions in response 
will be detailed.

STATEMENT OF CONSIDERATION OF EMPLOYMENT 
CONDITIONS ELSEWHERE IN THE COMPANY
The Remuneration Committee takes account of the pay and employment conditions 
of employees elsewhere in the Company when setting the remuneration of Executive 
Directors. However, it does not consult other employees when setting Executive 
Directors’ remuneration.

STATEMENT OF SHAREHOLDER VIEWS
The Company has received views from Shareholders that James Peters was not 
considered independent by virtue of him previously holding an executive position within 
the Company. James Peters is a major Shareholder and the Board considers that his 
interests would therefore be strongly aligned with all Shareholders.

APPROVAL
This report was approved by the Board of Directors on 3 March 2020.
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DIRECTORS
The Directors of the Company in office at the date of this report are as follows:

Gavin Griggs Polly Williams
James Peters Duncan Penny
Terry Twigger Andy Sng
Pauline Lafferty (appointed on 3 
December 2019)
All Directors will retire and, being eligible, offer themselves for re-election at the 
forthcoming Annual General Meeting on 21 April 2020.

DIRECTORS’ INTERESTS IN SHARES OR  
SHARE OPTIONS
The present membership of the Board and the interests of the Directors in the shares of 
XP Power Limited are set out in the Directors’ Remuneration Report.

SUBSTANTIAL INTERESTS
Other than the Directors’ interests, as at 31 December 2019 the Company was aware 
of the following interests in 3% or more of the issued ordinary share capital of the 
Company:

Number of shares Percentage of shares in issue
Standard Life Aberdeen 2,358,124 12.26
Mawer Investment Mgt 1,311,437 6.82
Kempen Capital Mgt 975,000 5.07
Canaccord Genuity Group Inc 969,764 5.04
Janus Henderson Group plc 818,250 4.25
Montanaro Investment 
Managers 775,000 4.03
Chelverton Asset Mgt 680,000 3.54

The Capital Group 
Companies, Inc 583,458 3.03

During the period between 31 December 2019 and 3 March 2020, the Company 
had received notice, under the Financial Conduct Authority’s Disclosure Guidance & 
Transparency Rules, in respect of the following holdings of shares:

Date of 
notification Number of shares 

Percentage of 
shares in issue

Montanaro Investment Managers 3 February 2020 760,100 3.95%

DIVIDENDS
Interim dividends were paid and are proposed as follows:

Period Payment date Amount
2018 

Comparative
First Quarter 11 July 2019 17.0 pence 16.0 pence
Second Quarter 10 October 2019 18.0 pence 17.0 pence
Third Quarter 13 January 2020 20.0 pence 19.0 pence
Fourth Quarter (proposed) 28 April 2020 36.0 pence 33.0 pence
Total 91.0 pence 85.0 pence

We are proposing a final dividend of 36.0 pence per share which would be payable to 
members on the register on 27 March 2020 and will be paid on 28 April 2020. This would 
make the total dividend for the year 91.0 pence (2018: 85.0 pence) which is an increase 
of 7%.

AUDIT COMMITTEE
The members of the Audit Committee 
at the end of the financial year were as 
follows:
Terry Twigger (Chair)
Polly Williams
Pauline Lafferty

All members of the Audit Committee were 
Non-Executive Directors.

The Audit Committee carried out its 
functions in accordance with Section 
201B(5) of the Singapore Companies Act. 
In performing those functions, the Audit 
Committee reviewed:

• The audit plan of the Company’s 
independent Auditor and its report on 
internal accounting controls arising 
from the statutory audit;

• The assistance given by the Company’s 
management to the independent 
Auditor; and

• The balance sheet of the Company and 
the consolidated financial statements 
of the Group for the financial year 
ended 31 December 2019 before 
their submission to the Board of 
Directors, as well as the independent 
Auditor’s report on the balance sheet 
of the Company and the consolidated 
financial statements of the Group.

The Audit Committee has recommended 
to the Board that the independent 
Auditor, PricewaterhouseCoopers LLP, 
be nominated for reappointment at the 
forthcoming Annual General Meeting of 
the Company.

INDEPENDENT AUDITOR
The independent Auditor, 
PricewaterhouseCoopers LLP, has 
expressed its willingness to accept 
reappointment.
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INCORPORATION BY REFERENCE 
Certain laws and regulations require that specific information should be included in the Directors’ report. The table below shows the 
items which are incorporated into this Directors’ report by reference:

Information incorporated into the Directors’ report by reference Location and page

Statement of the amount of interest capitalised by the Group 
during the year with an indication of the amount and treatment of 
any related tax relief

Note 6 to the Group’s consolidated financial statements  
(page 133)

Related tax relief is insignificant

Details of long-term incentive plans Remuneration committee report (page 90)

Details of any arrangements under which a director of the 
Company has waived or agreed to waive any emoluments from 
the Company or any subsidiary undertaking

Remuneration committee report (page 88)

Details of any arrangements under which a director of the 
Company has agreed to waive future emoluments, details of such 
waiver together with those relating to emoluments which were 
waived during the period under review.

Details of allotments for cash of ordinary shares made during the 
period under review

Nothing to disclose

Contracts of significance to which the Company is a party and in 
which a director is materially interested

Nothing to disclose

Contracts of significance between the Company and a controlling 
shareholder

Nothing to disclose

Contracts for the provision of services to the Company by a 
controlling shareholder

Nothing to disclose

Details of any arrangement under which a shareholder has waived 
or agreed to waive dividends

Nothing to disclose

Agreements related to controlling shareholder requirements under 
LR 9.2.2ARD(1)

Nothing to disclose
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STATEMENT BY DIRECTORS
IN THE OPINION OF THE DIRECTORS,
a. the balance sheet of the Company and the consolidated financial statements of the Group as set out on pages 113 to 167 are drawn 
up so as to give a true and fair view of the state of affairs of the Company and of the Group as at 31 December 2019 and of the results 
of the business, changes in equity and cash flows of the Group for the financial year then ended; and 

b. at the date of this statement, there are reasonable grounds to believe that the Company will be able to pay its debts as and when they 
fall due.

On behalf of the Directors
JAMES PETERS
Non-Executive Chairman

DUNCAN PENNY
Chief Executive Officer

3 March 2020
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