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LETTER FROM THE CHAIRMAN
INTRODUCTION TO GOVERNANCE
I am pleased to introduce our
Governance Report for the
financial year ended
31 December 2020. This
report provides detailed
information on how the
Group is managed and the
governance, culture and
framework under which XP
Power operates.

James Peters
Chairman

The Board remains committed to high
standards of governance across the
Group. We have reported against the UK
Corporate Governance Code 2018 (the
“Code”) issued by the Financial Reporting
Council and our Governance Report, along
with the information in the Strategic and
Remuneration Reports, explains how we
have applied its principles and provisions.
Except for the independence of the
Chairman, which we explain on page 99,
each principle was applied and provision
complied with throughout 2020 as
required by the Listing Rules.
The Board considers that the Annual
Report taken as a whole is fair, balanced
and understandable. It provides the
information necessary for Shareholders to
assess the Group’s position, performance,
business model and strategy. The February
2021 Audit Committee meeting confirmed
to us that the 2020 Annual Report and
Accounts were true and fair, that the work
of the external Auditor was effective,
and that the process supporting the
viability statement was robust. The Board
asked the Executive Directors to provide

“The Board remains
committed to high
standards of governance
across the Group.”
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evidence around the content and process
for preparing the 2020 Annual Report and
Accounts at our February 2021 Board
meeting. Consequently, the Board is able
to confirm that the 2020 Annual Report
and Accounts taken as a whole are fair,
balanced and understandable.

COVID-19
COVID-19 has brought unprecedented
challenges to the world and to XP Power.
We quickly established the clear
priorities of:
1. Ensuring the safety and wellbeing of
our people;
2. Keeping our customers supplied with
product; and
3. Preserving our cash.
These priorities immediately became the
guiding principles of how we managed
through 2020. The pandemic resulted in
strong demand from our customers who
provide critical care equipment to treat
COVID-19 patents. This placed significant
strain on our supply chain, which itself was
constrained due to supply issues early in
the pandemic. We were able to respond
decisively to get product rapidly flowing
to these customers to enable lives to
be saved. Our people are very proud of
what we were able to achieve in the most
challenging of circumstances and we are
proud of their outstanding efforts.
READ MORE
ON PAGE 39

GOVERNANCE

PURPOSE AND CULTURE
The role of the Board is to promote
the long-term sustainable success of
the Company, generating value for
Shareholders. In order to achieve this,
we have established a clear vision: “To be
the first-choice power solutions provider
delivering the ultimate experience to
our customers and our people”, and a
clear purpose of “Powering the world’s
critical systems”. We have defined the
core values, which shape our culture and
contribute to our success, which are:
Integrity, Knowledge, Speed, Flexibility
and Customer Focus. The Board have
reviewed our culture with the Executive
Directors and are satisfied that the
Company’s culture and workforce policies
and practices are consistent and align with
its purpose, strategy and values.
READ MORE
ON PAGE 95

DIVISION OF
RESPONSIBILITIES
It is the responsibility of the Chairman
to manage the Board and ensure it is
effective. We encourage a culture of
openness and debate to ensure all views
are heard and taken into consideration.
The CEO and CFO ensure that Directors
receive accurate, timely, clear and relevant
information in order to discharge their
duties.

There is clear division of responsibility
between the Chairman, who responsible
for the management of the Board, and
the CEO, who is responsible for the
day-to-day running of the Company and
execution of our strategy.

STRATEGY
We have deployed a consistent strategy
over many years, which we continue to
refine, review and constructively challenge
as a Board as the business continues to
grow and develop. We have reviewed
this strategy again in 2020 and made
refinements where appropriate. We are
pleased to report that we have, again,
executed well against our strategy as
evidenced by the results we have achieved
and progress we have made.
READ MORE
ON PAGES 32 AND 36

WORKFORCE ENGAGEMENT

Many of our employees have been
working from home and we have stayed
connected with them through frequent
all hands employee meetings over video
with questions and answers. We have also
conducted a number of employee surveys.
Two of these surveys specifically related
to COVID-19 and the challenges
of working from home.

FUTURE OF XP POWER
We have confidence in our strategy and
business model and the Management
team in place to execute our strategic
plans. The business has performed
strongly over a significant period of time
despite numerous external challenges. We
remain confident and excited regarding
the long-term prospects for the future of
XP Power.
James Peters
Chairman
2 March 2021

Workforce engagement has been
particularly important in 2020 due to
the COVID-19 pandemic. Despite the
restrictions on international travel, we
have endeavoured to stay close to our
employees and support them during this
difficult time. We have ensured that our
managers take extra time to check in with
their teams who are working from home.

“ Our purpose is to power
the world’s critical
systems.”
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BOARD OF DIRECTORS
BOARD ROLE
Chairman

Executive Director

JAMES PETERS
CHAIRMAN

Date of appointment:
30 June 2014
Executive/Non-Executive:
Non-Executive
Committee Membership:
Nomination (Chair)
Independent: No
SKILLS AND EXPERIENCE:

Senior Non-Executive Director

DUNCAN PENNY
E XECUTIVE DIRECTOR

Date of appointment:
Duncan joined the Group in
April 2000 as Group Finance
Director and became
Chief Executive Officer on
3 February 2003 until
31 December 2020. Duncan
will be stepping down from
the Board at the Company’s
AGM scheduled for 20 April
2021.

• James founded XP Power
in November 1988.

Executive/Non-Executive:

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

Committee Membership:
None

• Became Deputy Chairman
in February 2003 and
moved to a Non-Executive
role in May 2012, before
his appointment as NonExecutive Chairman in
June 2014.
EXTERNAL
APPOINTMENTS:
None

GAVIN GRIGGS
 HIEF EXECUTIVE
C
OFFICER

Date of appointment:
Gavin joined the Group on
31 October 2017 as Chief
Financial Officer. Gavin was
appointed Chief Executive
Officer with effect from
1 January 2021.

SKILLS AND 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 a non-executive
director of The Vitec
Group plc.

ANDY SNG
E XECUTIVE VICE
PRESIDENT, ASIA

Date of appointment:
24 April 2007
Executive/Non-Executive:
Executive
Committee Membership:
None

Executive/Non-Executive:
Executive

SKILLS AND EXPERIENCE:

Committee Membership:
None

• Over 16 years in the
power converter industry.

Executive

EXTERNAL
APPOINTMENTS:
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Non-Executive Director

SKILLS AND 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.
EXTERNAL
APPOINTMENTS:

None

• 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, held technical and
commercial roles with
companies such as Silicon
Systems (Singapore) and
Advanced Micro Devices
(Singapore).
EXTERNAL
APPOINTMENTS:
None

GOVERNANCE

CHANGES TO THE BOARD

Duncan Penny stepped
down as Chief Executive
Officer on 31 December
2020 and will step down
from the Board at the
Annual General Meeting
scheduled for 20 April 2021.
Gavin Griggs was appointed
Chief Executive Officer with
effect from
1 January 2021.

TERRY TWIGGER
 ENIOR NONS
EXECUTIVE DIRECTOR

POLLY WILLIAMS
 ON-EXECUTIVE
N
DIRECTOR

PAULINE LAFFERTY
 ON-EXECUTIVE
N
DIRECTOR

Date of appointment:
1 January 2015

Date of appointment:
1 January 2016

Date of appointment:
3 December 2019

Executive/Non-Executive:
Non-Executive

Executive/Non-Executive:
Non-Executive

Executive/Non-Executive:
Non-Executive

Committee Membership:
Audit (Chair), Nomination,
Remuneration

Committee Membership:
Audit, Nomination,
Remuneration

Committee Membership:
Remuneration (Chair), Audit,
Nomination

Independent: Yes

Board representative for ESG

Independent: Yes

As described in the
Remuneration Committee
report Pauline Lafferty
took over the Chair and
position of Designated
Non-Executive Director from
Polly Williams with effect
from 1 December 2020.

Independent: Yes
SKILLS AND 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.

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

• Pauline was formerly 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.

Polly is currently a nonexecutive director at:

EXTERNAL
APPOINTMENTS:

EXTERNAL
APPOINTMENTS:

• Jupiter Fund Management
plc; and

Pauline currently holds nonexecutive positions at:

None

• Royal Bank of Canada
Europe Ltd.

• Centurion Group; and

• She is also a Trustee of the
Guide Dogs for the Blind
Association.
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• Scottish Event Campus
Limited (SEC).
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CORPORATE GOVERNANCE REPORT

OUR APPROACH TO GOVERNANCE
Code principles

01

BOARD LEADERSHIP AND COMPANY PURPOSE
A

Effective Board (page 100)

B

Purposes, values and culture (pages 8 and 9)

C

Governance framework and Board resources (page 92)

D

Stakeholder engagement (pages 96 and 97)

E

Workforce policies and practices (page 98)

02

DIVISION OF RESPONSIBILITIES
F

Board roles (page 100)

G

Independence (page 101)

H

External commitments and conflicts of interest (page 101)

I

Key activities of the Board in 2020 (page 94)

03

COMPOSITION, SUCCESSION AND EVALUATION
J

Appointments to the Board (pages 102–109)

K

Board skills, experience and knowledge (page 105)

L

Annual Board evaluation (pages 108 and 109)

04

AUDIT, RISK AND INTERNAL CONTROL

CORPORATE GOVERNANCE
STATEMENT 2020
Compliance with the UK
Corporate Governance
Code 2018
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 updated
The UK Corporate Governance Code
and that new update came into effect
for accounting periods beginning after
1 January 2019 (the “Code”). We were
compliant with the new Code throughout
2020, with the exception of the
independence of the Chairman, which we
explain on page 101.
We have tried to clearly lay out on the
following pages how we meet the five
principles of the Code, namely: (1) Board
leadership and Company purpose, (2)
division of responsibilities, (3) composition,
succession and evaluation, (4) audit, risk
and internal control, and (5) remuneration.
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.

M

F
 inancial reporting (pages 48–51)
External Auditor and internal audit (pages 136–140)

James Peters
Chairman

N

Review of the 2020 Annual Report (pages 141–191)

O

Internal financial controls (page 99)

Gavin Griggs
Chief Executive Officer
2 March 2021

05

REMUNERATION

90

P

Linking remuneration with purpose and strategy (pages 116–131)

Q

Remuneration Policy review (pages 127–131)

R

Performance outcomes in 2020 and strategic targets (page 120)

GOVERNANCE

BOARD LEADERSHIP AND COMPANY PURPOSE

DRIVING SUSTAINABLE GROWTH
The diagram below sets out the Board’s
contribution to the long-term success of
the Company while ensuring responsible
governance, strategy implementation and
oversight of operations.

A clear and consistent
strategy regularly
reviewed with the
Executive management
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XP Power’s long-term success is founded
upon a clear purpose of powering the
world’s critical systems and supporting
strategy, which considers the views and
needs of its many stakeholders.

 EAD MORE ON PAGES
R
62 TO 83
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CORPORATE GOVERNANCE REPORT
CONTINUED

LEADERSHIP STRUCTURE
THE BOARD OF DIRECTORS
CHAIRMAN
AUDIT COMMITTEE

Managing and providing leadership to
the Board of Directors

CHAIR: TERRY TWIGGER

Provides oversight of the financial
reporting, audit process, the Company’s
systems of internal controls and
compliance with laws and regulations

INTERNAL AUDIT
Provide assurance that the Company’s
risk management, governance and
internal controls are operating
effectively

Supporting the Chairman in his role
and acting as an intermediary for other
Directors

REMUNERATION COMMITTEE

NON-EXECUTIVE DIRECTORS

CHAIR: PAULINE LAFFERTY

Challenging and supporting the
Executive Directors and acting in
the best interest of the Company’s
stakeholders

Sets the policy for the remuneration of
the Executive Directors and Executive
Leadership team

CHAIR: JAMES PETERS

DESIGNATED
NON-EXECUTIVE DIRECTOR

Review and consider the appointment
of new Directors and succession
planning for the Board and Executive
Leadership team

Ensuring the views and concerns of the
workforce are brought to the Board
and taken into account in discussions
and decisions

NOMINATION COMMITTEE

CHIEF EXECUTIVE OFFICER
Manages the overall operations
and resources of the Company in
accordance with the strategy approved
by the Board

READ MORE ABOUT THE BOARD’S
RESPONSIBILITIES ON PAGE 100
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SENIOR NON-EXECUTIVE
DIRECTOR

EXECUTIVE DIRECTORS
Design, develop and implement
strategic plans and provide leadership
to the organisation

GOVERNANCE

BOARD MEETINGS

the formal Board meetings to review
risk management, product lifecycle
management, people plans, and the
Corporate Governance Code.

The Board met five times, excluding
committee meetings, during 2020 and
all Directors attended every meeting.
In addition, there were a series of
meetings with management outside of

HOW THE BOARD SPENT
ITS TIME

An estimate of how the Board spent its
time during 2020 is shown in the graphic.

BOARD MEETINGS AND ATTENDANCE 2020
MEETINGS

ATTENDANCE (%)

JAMES PETERS

●

●

●

●

●

100%

DUNCAN PENNY

●

●

●

●

●

100%

GAVIN GRIGGS

●

●

●

●

●

100%

ANDY SNG

●

●

●

●

●

100%

TERRY TWIGGER

●

●

●

●

●

100%

POLLY WILLIAMS

●

●

●

●

●

100%

PAULINE LAFFERTY

●

●

●

●

●

100%
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Strategy, performance and operations (35%)
Committee matters (15%)
Governance and risk management (15%)
Reviews with senior management (20%)
Workforce/stakeholder engagement (10%)
Reviewing implications of COVID-19 (5%)
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CORPORATE GOVERNANCE REPORT
CONTINUED

BOARD ACTIVITIES IN 2020
Main areas:

STAKEHOLDER
ENGAGEMENT

STRATEGY AND
OPERATIONS

COMMITTEE
MATTERS

KEY ACTIVITIES AND DISCUSSIONS

KEY ACTIVITIES AND DISCUSSIONS

KEY ACTIVITIES AND DISCUSSIONS

• Reviewed results of employee
surveys and Shareholder feedback

• Reviewed Company strategy with
Executive Directors

• Search for new Chief Executive
Officer

FUTURE PRIORITIES

• Reviewed business performance
and strategic priorities at each
Board meeting

• Development of new remuneration
policy

• Review results of 2021 employee
engagement survey and resulting
actions and progress
• Review results of new stakeholder
surveys and resulting actions
• Continue to consult with
Shareholders on remuneration
matters
STAKEHOLDERS CONSIDERED

FUTURE PRIORITIES

• Continue to monitor progress
against strategic priorities at each
Board meeting
• Further reviews with senior
managers below Board level

• Continuing to evolve the Group’s
risk and compliance framework
and ongoing review of the new
ERP system
FUTURE PRIORITIES

• Chief Financial Officer search

• Annual review of strategy

• Succession planning and talent
management

STAKEHOLDERS CONSIDERED

• External audit tender
STAKEHOLDERS CONSIDERED

FINANCIAL AND RISK
MANAGEMENT

COMMERCIAL
MATTERS

SUSTAINABILITY

KEY ACTIVITIES AND DISCUSSIONS

KEY ACTIVITIES AND DISCUSSIONS

KEY ACTIVITIES AND DISCUSSIONS

• Inventory and cost management
during semiconductor
manufacturing equipment and
critical healthcare ramp

• Keeping customers supplied with
product during the COVID-19
pandemic

• Ensuring the safety and wellbeing
of our people

• Preservation of cash during
COVID-19 pandemic
FUTURE PRIORITIES

• Operating cash conversion
• Maintaining and raising operating
margins
STAKEHOLDERS CONSIDERED

• Geographical diversification of
supply chain to build increased
supply chain resilience

• Engaging with our stakeholders
to understand their sustainability
issues to enhance our strategy
FUTURE PRIORITIES

• Closure of Minden facility and
production move to Vietnam

• Maintaining the safety and
wellbeing of our people

FUTURE PRIORITIES

• Developing our sustainability
strategy

• Transfer higher running
engineering services production
from North America to Vietnam to
reduce costs

STAKEHOLDERS CONSIDERED

• Manage geographic impact of
COVID-19
• Growth and product development
opportunities
STAKEHOLDERS CONSIDERED

KEY
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People

Customers

Investors

Suppliers

Communities

The Environment

GOVERNANCE

PROMOTING A POSITIVE CULTURE
OUR CULTURE JOURNEY
The Board is responsible for the culture of the Company. Its role is to influence and monitor culture to
ensure we are emulating desired beliefs and behaviours in and outside the boardroom and identifying
areas where culture is embedded strongly and where there are gaps. The Board has been on a journey to
help influence the right culture throughout the Company, as set out below:

2018
January

Anonymous online cultural survey conducted

April

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

HOW THE BOARD MONITORED CULTURE IN 2020
ACTION

DESCRIPTION

REVIEWED
RESULTS AND
UPDATES FROM
EMPLOYEE
ENGAGEMENT
SURVEYS

The Board have continued to review the results
of cultural and engagement surveys during
2020. Despite the challenges of COVID-19, we
have been able to monitor trends in employee
satisfaction and understanding how the
Company’s core values have been embraced.

NEW CHIEF
PEOPLE OFFICER

People and organisational reviews have been
conducted with each member of the Executive
Leadership Team. The new Chief People Officer
presented to the Board in October 2020.

NEW
ENGAGEMENT
SURVEY

A new Gallup engagement survey was introduced
in December 2020, which will be used to drive
even higher employee engagement in 2021.

CODE OF
CONDUCT
TRAINING

Our Code of Conduct was refreshed and rolled
out to all employees including reinforcement of
our core values of: Integrity, Knowledge, Speed,
Flexibility and Customer Focus.

SENIOR
LEADERSHIP
WORKSHOPS

The Executive Leadership Team engaged with all
leaders in the organisation through a series of
three workshops covering strategy and priorities
for 2021 and beyond. Leaders communicated
these materials and the outcome from these
sessions back to their teams.

SUSTAINABILITY
IMPACT
ASSESSMENT

During Q4 of 2020, we engaged with our
employees to understand what sustainability
impacts are most important to them. This has
been factored into our sustainability strategy.
The Board will be reviewing this work in 2021.

May

Glassman acquisition – core values training
and roll out of XP Power performance
management system

2019
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

2020
January

Anonymous online cultural survey conducted

February

Board reviewed results and actions from the
cultural survey

June

Chief People Officer appointed

October

People and organisational review process
implemented

December

New employee engagement survey and
process implemented
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READ MORE ABOUT XP POWER’S CULTURE
AND VALUES ON PAGES 8 AND 9
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CORPORATE GOVERNANCE REPORT
CONTINUED

ENGAGING WITH OUR STAKEHOLDERS
How the Board engaged with stakeholders this year

MATERIALITY ASSESSMENT
During the later part of 2020, we engaged a number of our key stakeholder
groups through a comprehensive survey followed up by a number of discussions
to understand what aspects of sustainability were most important to them. This
included our employees, customers and suppliers. We are pleased to report that
there is very close alignment between the Company’s materiality assessment and
those of our stakeholders.

“We are pleased to report
that there is very close
alignment between the
Company’s materiality
assessment and those of
our stakeholders.”

EMPLOYEES

CUSTOMERS

SUPPLIERS

• We formally engage with our
employees by conducting an
annual cultural survey. We
changed our survey partner to
Gallup in December 2020 and
focused this activity firmly on
employee engagement.

• We surveyed our key customers
in Q4 of 2020 to understand what
their top material issues were. This
was followed up in a number of
meetings.

• We surveyed our key suppliers in
Q4 of 2020 to understand their
top material issues using a similar
process to that used with our
customers.

• In addition, we are able to
engage with some of our larger
key customers who hold regular
business reviews to assess
key performance indicators,
product road maps and other
developments.

• We also hold business reviews
with our key suppliers to assess
performance levels regarding on
time delivery, quality and cost.
We will also engage with them
regarding their product road
map and market dynamics as
appropriate. Regular audits of our
key suppliers are conducted to
ensure compliance with our Code
of Conduct.

• We also conducted numerous
all hands meetings and specific
surveys as we navigated the
COVID-19 pandemic during the
year.
• We also held a number of
leadership workshops in during
the year where the Executive
Leadership Team presented
strategy and priorities to our
leaders and obtained their
feedback.
WE IDENTIFIED THAT OUR
EMPLOYEES’ TOP THREE MATERIAL
ISSUES WERE:

1. Attracting, retaining and rewarding
talent
2. Customer experience and
satisfaction
3. Product portfolio expansion and
innovation
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WE IDENTIFIED THAT OUR
CUSTOMERS’ TOP THREE
MATERIAL ISSUES WERE:

1. Product design, quality and safety
2. Customer experience and
satisfaction
3. Manufacturing capability and
flexibility

WE IDENTIFIED THAT
OUR SUPPLIERS’ TOP THREE
ISSUES WERE:

1. Customer experience and
satisfaction
2. Product design, quality and safety
3. Brand value and reputation

GOVERNANCE

ENGAGEMENT WITH SHAREHOLDERS
FORMAL INVESTOR MEETINGS
The CEO, CFO and investor relations have conducted
numerous investor meetings during 2020, generally over
video due to the situation with COVID-19. In addition, the
CEO and CFO have attended a number of virtual investor
conferences including one for North American based
investors.

FEEDBACK FROM BROKERS AND
FINANCIAL PR
As well as obtaining feedback directly from Shareholders,
the Board reviews formal feedback on various investor
roadshows obtained from brokers and our financial PR
company. The Board also reviews analyst notes and other
financial articles concerning the Company.

The Remuneration Committee Chair held discussions with
major Shareholders to consult them regarding the Company’s
new remuneration policy put before Shareholders in April
2020.
The Chairman offered and attended a number of meetings
with major Shareholders regarding CEO succession in
October 2020.

ANNUAL REPORT AND ACCOUNTS

KEY THEMES DISCUSSED

We review feedback from Shareholders and other
stakeholders and take this into consideration when drafting
our Annual Report and Accounts. We make our Annual
Report and Accounts available on our website as soon as it is
practicable following our final earnings release.

The following key themes have been discussed with
Shareholders during 2020:
• CEO succession
• Managing with the backdrop of the COVID-19 pandemic
• Supply chain consequences of COVID-19 and the
challenges of ramping capacity to meet Healthcare and
Semiconductor Equipment Manufacturing demand

CORPORATE WEBSITE
The Company makes every effort to ensure that its corporate
website contains material that is useful to Shareholders and
other stakeholders. This includes an investor alert service and
a number of short videos covering what our product does,
our markets, our strategy, our business model, growth drivers
and our investment proposition.
We also publish a video presentation of our interim and
final results, so all our Shareholders can benefit from
communication directly from the CEO and CFO.

XP Power Annual Report & Accounts for the year ended 31 December 2020

• Cycles within the Semiconductor Equipment
Manufacturing sector and changes in technology
• Drivers for 2020 and 2021 within the Company’s
Healthcare customer base
• The Company’s remuneration policy
• The Company’s dividend policy
• Our longer-term prospects
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CORPORATE GOVERNANCE REPORT
CONTINUED

DESIGNATED NON-EXECUTIVE DIRECTOR FOR WORKFORCE ENGAGEMENT
HOW WE ENGAGED
WITH OUR WORKFORCE
THIS YEAR
The COVID-19 pandemic meant that it
was not possible for us to travel freely
and engage with our employees around
the world in the same way we could do in
previous years. We were able to continue
to conduct and review the various cultural
and engagement surveys as we have done
in prior years. In addition, we reviewed
specific pulse surveys conducted by
Executive management to determine
how our people were coping during the
pandemic, particularly those who were
working from home.

WORKFORCE PRACTICES
AND POLICIES
Pauline Lafferty
Designated Non-Executive Director
for Workforce Engagement

WORKFORCE
ENGAGEMENT PROCESS
THE BOARD

AUDIT COMMITTEE
ENGAGEMENT WITH THE
WORKFORCE
– DNED, Pauline Lafferty

LIVE COMMUNICATION
MEETINGS

SPECIFIC ANONYMOUS
EMPLOYEE SURVEYS

CONFIDENTIAL,
INDEPENDENT
WHISTLEBLOWING
HOTLINE
98

We have been very supportive of the clear
priorities set by Executive management
from the very start of the pandemic. These
were: (1) ensuring the safety and wellbeing
of our people; (2) keeping product flowing
to our customers; and (3) conserving our
cash. We were also highly supportive of
the frequent (multiple per week) all hands
meetings held by management to keep our
employees connected. The results of the
surveys show these were well received
and our employees considered that we
were managing the pandemic well.

Q

 OW DO YOU ENSURE THE
H
EMPLOYEE VOICE IS HEARD
ON THE BOARD?

With my background as a Chief People
Officer, this is a matter to which I give
great importance and I always ensure the
voice of employees is considered in any
Board discussions or decisions that could
affect them.
We have a number of processes to ensure
the views of employees are solicited.
As well as the various surveys that we
review, we also have a confidential
whistleblowing service that is
administered by an independent third
party and available in multiple languages.
We did not have any whistleblowing
events in 2020.

Q

W HAT WERE SOME
OF THE KEY HIGHLIGHTS
IN 2020?

2020 has been extremely challenging
due to the COVID-19 pandemic; not only
the challenges in managing the strong
demand we experienced by our customers
supplying critical care devices but also
the pressure our employees were under
due to the pandemic and adjusting to
working from home. I believe the results
of our surveys have shown we managed
this very well. Another key highlight
in 2020 was the appointment of Anna
Mealings as Chief People Officer in June.
Anna comes with a wealth of experience
and this appointment demonstrates the
Board’s ambition for the business and the
importance that our people play in the
future development of the business.

Q

W HAT AREAS DOES THE
BOARD WANT TO FOCUS ON
IN FUTURE?

We have not been able to have the same
face-to-face engagement with employees
that we had in previous years due to
COVID-19. I hope that travel restrictions
will ease in 2021 and we will be able to
resume this type of engagement. The
business has grown significantly over the
past few years and we have invested in
the systems and processes to ensure we
can support that growth. There is more
work to do to continue to upgrade and
develop the talent of our people.

GOVERNANCE

INTERNAL CONTROL
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, burnin, electrical testing to detect early
failures, 100% functional testing, and
quality inspection.

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 including the Company’s
new remuneration policy put before
Shareholders at the April 2020 Annual
General Meeting.

CONSTRUCTIVE USE OF THE
ANNUAL GENERAL MEETING
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.

• 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.

SHAREHOLDER
COMMUNICATION
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 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.
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CORPORATE GOVERNANCE REPORT
CONTINUED

DIVISION OF RESPONSIBILITIES
The Chairman leads the Board and is responsible for its overall
effectiveness in directing the Company.
The Chairman 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 (Gavin Griggs) are separate and clearly defined.
The Chairman is responsible for the running of Board meetings.
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 as set out below. These principles are
demonstrated through the skills matrix on the following page.

CHAIRMAN

SENIOR NON-EXECUTIVE DIRECTOR

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.

The senior Non-Executive Director supports the Chairman in their role. They also
lead the Non-Executive Directors in the annual evaluation of the Chairman. The
senior Non-Executive Director is also available to Shareholders in the event they have
concerns that contact through the Chairman, CEO or CFO has failed to resolve.

HOW OUR CHAIRMAN
PROMOTES A CULTURE OF
OPENNESS

NON-EXECUTIVE DIRECTORS

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 performed.

EXECUTIVE DIRECTORS
Other than their normal attendance
and participation in discussions at
Board meetings the Executive Directors
are responsible for the day-to-day
running of the Company and the
implementation of the agreed strategy.

Terry Twigger is the senior Non-Executive Director.

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.
The following matters are specifically reserved for the Board’s decision:
• Opinion on 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.
• 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.

DESIGNATED NON-EXECUTIVE DIRECTOR
The designated Non-Executive Director is responsible for engaging with the
workforce and ensuring that their views and interests are considered in Board
discussions and decision making.
Pauline Lafferty is the designated Non-Executive Director.
Polly Williams is the designated Non-Executive Director for ESG matters.
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GOVERNANCE

CONFLICTS OF INTEREST AND
TIME COMMITMENT
It is important that Non-Executive Directors have sufficient
time to meet their Board responsibilities. The Non-Executive
Directors provided constructive challenge, strategic guidance,
specialist advice and held management to account during 2020.
While it is recognised that the Chairman and retiring Chief
Executive Officer have significant shareholdings, none of the
Board have any conflict of interest with those of the Company.
No Directors had any significant changes to their outside
commitments during 2020 and each devoted significant time to
their XP Power Board responsibilities during 2020.
All Directors attended all Board meetings.

CHANGE IN DIRECTORS’ RESPONSIBILITIES
As described in the Remuneration Committee Report, with effect
from 1 December 2020, Pauline Lafferty took over as Chair of
the Remuneration Committee and designated Director to ensure
the views of the workforce were considered in Board discussions
and decisions from Polly Williams.
On 1 January 2021, Gavin Griggs, formerly CFO, took over the
role of CEO from Duncan Penny who will retire from the Board
at the 2021 Annual General Meeting.
The Company has an ongoing executive search for a CFO.
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BOARD INDEPENDENCE
The Board consists of four Non-Executives including the
Chairman and three Executives. Of the Non-Executives, three
(75%) are considered independent. There is clear division of
responsibilities between the Executives and Non-Executives.
The Chairman, James Peters, is not considered independent
based on the 2018 UK Corporate Governance Code. However,
the Board’s view is that his material shareholding in the
Company aligns his interests closely with Shareholders as
a whole and that this, combined with his knowledge of the
business and industry, and the fact that there are clear divisions
of responsibility between the Chairman and CEO means that
this is advantageous to Shareholders as a whole and does not
present a problem.
James Peters holds 1,254,279 shares in the Company
representing 6.6% of the issued share capital. No other NonExecutive Directors have a sharing in the Company.

ANTI-TAKEOVER MEASURES
As a policy, we do not have any devices that would limit the
ability to perform a takeover of XP Power. This includes devices
that would limit share ownership and/or issue new capital for
the purpose of limiting or stopping a takeover.

VOTING
Our capital structure is such that one vote is afforded per
common share.
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NOMINATION COMMITTEE REPORT

DEAR SHAREHOLDER
2020 was an extremely active year for the
Nomination Committee as we conducted
a search for a new CEO to replace Duncan
Penny who retires as an Executive Director
at the 2021 Annual General Meeting.
In October 2020, we were delighted to
announce that, after a thorough executive
search company-led process, Gavin Griggs,
formerly our CFO, was to succeed Duncan
as CEO on 1 January 2021. We were
pleased that we were able to appoint a
strong internal candidate to facilitate a
smooth succession. We are confident that
our selection process for a new CEO was a
formal, rigorous, and transparent process.

James Peters
Nomination Committee Chair

COMMITTEE
MEMBERSHIP

James
Peters
Chair

Terry
Twigger

Pauline Lafferty joined the Board
in December 2019 and, given her
background in strategic human resources
and remuneration matters, she agreed to
take over as Chair of the Remuneration
Committee with effect from 1 December
2020.
In December 2020, we completed
a review of the effectiveness of the
Nomination Committee and no material
issues were noted from this review.

Pauline
Lafferty

In 2021, our primary focus will be the
appointment of a new CFO. We will also
continue to review the strength and depth
of the talent within our business to ensure
we have the relevant capabilities on board
to support the continued growth of the
business and continue to review our
succession plans.

Polly
Williams

James Peters
Chairman
2 March 2021

Committee highlights in 2020
• New CEO search
• Appointment of Pauline Lafferty
as Remuneration Committee
Chair and designated Director for
workforce engagement
• Effectiveness review
Area of focus for 2021
• Appointment of a new CFO
• Review of talent and capabilities
• Continued review of succession
plans
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GOVERNANCE

NOMINATION COMMITTEE
MEMBERSHIP
Given the importance of Board and other
senior management appointments all
Non-Executive Directors are members
of our Nomination Committee. The Chief
Executive will also attend meetings on
request to present to the Nomination
Committee or to be consulted where
appropriate.
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 and 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 formally
twice during the year. The attendees were
as follows:
Date

Attendees

31 July
2020

All and Duncan Penny
(guest)

5 October
2020

All and Duncan Penny
(guest)

Committee responsibilities
The Nomination Committee’s main
responsibilities are:
• To regularly review the structure, size
and composition of the Board including
skills, knowledge and capabilities;
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• To review succession planning for
Directors and other senior executives,
taking account of the skills and
expertise needed on the Board in the
future;
• To be responsible for identifying and
nominating for approval by the Board,
candidates to fill Board vacancies when
they arise; and
• To keep under review the leadership
needs of the organisation, both
Executive and Non-Executive, with
a view to ensuring the continued
ability of the organisation to compete
effectively in the marketplace.
The terms of reference of the Nomination
Committee is available on the Company’s
website at xppowerplc.com.
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COMPOSITION, SUCCESSION
AND EVALUATION
What has been on the
Committee’s agenda during
the year?
Board succession: We were pleased
to be able to appoint a strong internal
candidate as our new CEO. Gavin Griggs
became CEO on 1 January 2021 and
succeeds Duncan Penny who will retire as
an Executive Director at the 2021 Annual
General Meeting. We appointed Gavin
after a rigorous executive search process,
which is set out in some detail later in this
report. This process occupied a significant
amount of time for the Nomination
Committee in 2020. Having appointed
Gavin as CEO, we are now actively
searching for CFO to succeed Gavin. This
search will be conducted with similar rigor
and process as that for the CEO.
As the business continues to grow in size
and complexity, we will continue to review
succession plans for Board and senior
management positions in 2021.
Remuneration Committee Chair: Pauline
Lafferty joined the Board on 3 December
2019. Given her background in strategic
human resource management and
remuneration matters, she agreed to
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take over the Chair of the Remuneration
Committee and be designated Director
responsible for engaging with the
workforce with effect from 1 December
2020.
Committee evaluation: As with our
other Board committees, we performed
an anonymous online evaluation survey
using an external consultant to gain
feedback regarding the effectiveness of
the Nomination Committee. There were
no significant issues identified in the
survey and the results were very positive
and indicated that the Committee was
operating effectively.
Board diversity: Becoming a truly diverse
and inclusive company is not only the right
thing to do, it is crucial to helping us grow
our business, innovate, attract and retain
talent, and engage the customers who buy
our power solutions.
We operate globally and recognise the
cultural differences that may exist in the
countries in which we do business. We
recognise that a truly diverse workforce
reflects our markets and will help us
succeed in those markets. We will not
tolerate any form of discrimination.
The Company supports the HamiltonAlexander and Parker reviews.

We are committed to equality of
opportunity in all our employment
practices, procedures and policies. When
we hire or promote someone, we choose
the best candidate irrespective of age,
race, national origin, disability, religion,
gender, gender reassignment, sexual
preference, marital status or membership/
non-membership of any trade unions.
We apply the same standards when
selecting business partners and regarding
appointments to the Board.
Our Diversity Policy is available on our
website at xppower.com
Board skills and experience: In searching
for and selecting Board Directors we have
ensured that we have a strong balance
of the necessary skills, experience and
specific capabilities required based on the
markets we serve and our chosen strategy
and business model. A matrix summarising
the skills of our Board is set out on page
105. This includes specific industry skills,
as well as non-specific industry skills, such
as strategic human resource management,
business development and managing
growth.

GOVERNANCE

DELIVERING AN EFFECTIVE BOARD
BOARD COMPOSITION
We continue to review the size, structure and composition of the Board to ensure it can continue to
be effective in executing our strategy and to deliver sustainable profitable growth over the cycle of the
markets in which we operate. We consider that the Board has an appropriate structure and balance of
skills and diversity as demonstrated below.

BOARD CHARACTERISTICS
2
2

Board gender
proﬁle

5

4

1

Male

40–44 (0)

51–55

Female

45–50

55+

Power electronics experience
2
Public company experience

3

Board age
proﬁle

Board
tenure

1

Ethnicity

6

2

1 year < (0)

4–6 years

White

1–3 years

7 years +

Asian

BOARD SKILLS MATRIX
NUMBER OF DIRECTORS
POWER ELECTRONICS EXPERIENCE

●

●

●

RISK MANAGEMENT

●

●

●

ELECTRONICS AND INDUSTRIAL TECHNOLOGY EXPERIENCE

●

●

●

●

STRATEGIC HUMAN RESOURCE MANAGEMENT

●

BUSINESS DEVELOPMENT AND MANAGING GROWTH

●

●

●

●

PRIOR PUBLIC COMPANY EXPERIENCE

●

●

●

●

INVESTOR RELATIONS

●

●

●

●
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●

●
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NOMINATION COMMITTEE REPORT
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APPOINTMENTS TO THE BOARD AND DIRECTOR RE-ELECTION
Each Director offers themselves for re-election each year. A majority of votes cast at the Annual General Meeting
is required for the re-election of each Director. No new appointments to the Board were made in 2020.

CHIEF EXECUTIVE OFFICER
Our process for the search and appointment of a new CEO is set out on the infographic below.

CHIEF EXECUTIVE OFFICER SEARCH AND APPOINTMENT TIMELINE
Overview of candidate specification and search criteria
A detailed candidate specification was developed with the chosen executive search firm that encompassed the desired
experience and expertise, leadership capabilities, cultural fit and impact. The initial long list of candidates was selected from a
diverse range of potential candidates from various industries so our diversity policy was considered from the outset of the search.

2020
MAY

Selection of executive search firm

Selection of an executive search firm after members of the Nomination Committee met with a three potential firms.
Candidate profile developed in collaboration with the selected executive search firm. Search strategy agreed and long
list of candidates developed.

JUNE TO SEPTEMBER
Interviews and assessments

Shortlist of ten candidates developed and interviewed by the Chairman. Shortlist reduced to four candidates.
Executive search firm conducts psychometric assessment and three shortlisted candidates interviewed by all NonExecutive Directors. Chairman conducts additional interviews with the final two candidates in a more informal setting.

OCTOBER
Final decision

Interview of final two candidates. Nomination Committee meeting to review final candidates resulting in the
appointment of Gavin Griggs.
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GOVERNANCE

BOARD INDUCTION AND
TRAINING
Directors receive a full induction
on joining the Board. The induction
programme is tailored to the individual
needs of each Director and includes
meeting a number of Executive Leadership
Team and training regarding the product
and markets.
An example of a Board induction process
is outlined in the infographic.

BOARD TRAINING IN 2020
In normal circumstances the Board would
physically visit a number of sites to engage
with the work force and receive face-toface presentations from functional heads.
This was not possible during 2020 due to
the COVID-19 epidemic. However, the
Board were able to meet members of the
Executive Leadership Team over video and
attended presentations relating to product
development and product lifecycle
management together with a presentation
from the new Chief People Officer relating
to people and organisational planning. We
hope that site visits can recommence in
2021 as the virus subsides.

BOARD INDUCTION PROCESS
STAGE 1
UNDERSTANDING
THE BUSINESS

STAGE 2
MEETING THE
TEAM

STAGE 3
VISITING SITES

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

STAGE 4

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

Meeting members of the Executive
Leadership Team

STAGE 5

Determining how best to train or
impart the knowledge required

STAGE 6

Implementation by way of
training or specific site visits with
presentations from the functional
areas

Meeting external brokers and
advisers as required
Visiting sites to understand the
operations of the business and
specific functional areas
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BOARD EVALUATION
The 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 a number of
anonymous online Board effectiveness
questionnaires 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.
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BOARD EVALUATION PROCESS
STAGE 1

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

STAGE 2

The results of the questionnaire are collated by an
external consultant. The consultant reviews the results
and produces a report for the Board.

STAGE 3

The results of the evaluation report are discussed by the
Board and actions for improvement are determined.

Every three years the discussion is facilitated by an independent third party.

GOVERNANCE

BOARD EVALUATION
FINDINGS 2020
There were no significant issues or
concerns identified in the 2020 Board
effectiveness questionnaires. The benefits
of having more presentations from the
executive leaders of the key functions was
highlighted and the Board agreed that this
would occur in 2021. It was also agreed
that more time and resources would be
applied to succession planning.

FINDING 1

FINDING 2

More presentations to the Board from
functional leaders

Further development regarding
succession planning and talent
management

ACTIONS FOR 2021
A number of additional presentations
to the Board are earmarked for 2021.
These already include supply chain
management and strategic marketing.

ACTIONS FOR 2021
New Chief People Officer appointed in
June 2020 who presented people and
organisational plans for 2021 to the
Board.

2019 BOARD EVALUATION PROGRESS
No significant issues or concerns were identified as a result of the Board effectiveness review, which was conducted
by an independent third party in 2019. The output from this review and actions taken in 2020 as a result are set out below.

2019 EVALUATION FINDING

2019 EVALUATION FINDING

2019 EVALUATION FINDING

Improving Shareholder/potential
investor communications

Continued medium to long-range
strategy development and review

Further development regarding
succession planning and talent
management

ACTIONS TAKEN THIS YEAR

ACTIONS TAKEN THIS YEAR

ACTIONS TAKEN THIS YEAR

Despite COVID-19 restrictions, the
number of Shareholder meetings and
investor conferences have increased in
2020, albeit via video. Three separate
virtual investor conferences also
occurred in 2020.

The Board reviewed progress against
the strategy in 2020 with the Executive
Directors. Some refinements were
made but no significant changes were
considered necessary.

New Chief People Officer appointed in
June 2020 who presented people and
organisational plans for 2021 to the
Board.
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AUDIT COMMITTEE REPORT

DEAR SHAREHOLDER
As Chairman of the XP Power Audit
Committee, I am pleased to present
the 2020 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 2020.

Terry Twigger
Audit Committee Chair

As covered elsewhere in the Annual
Report, 2020 was dominated by the global
healthcare crisis caused by the COVID-19
pandemic. The pandemic has led to new
ways of working and the Committee had
to adjust its agenda whilst still maintaining
oversight of the Group’s internal controls
and risk management framework and
financial reporting. The Committee has
continued to scrutinise the Group’s
internal control framework, specifically
focusing on the internal audit agenda
and ensuring that this continues despite
the challenges brought by the pandemic.
Particular focus was given to the impact
of COVID-19 on the business and in
particular the going concern and viability
statements.
The report aims to provide the following
information:
• The Audit Committee’s principal
responsibilities and its governance.
• The key activities that were reviewed
by the Audit Committee, including
those items of regular annual review
and other current areas of focus.

“The Committee
maintained oversight
of the Group’s internal
controls and risk
management framework
and the integrity of the
financial reporting process,
with particular focus to
the impact of COVID-19
on the business.”
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• 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.
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.

In last year’s report, I anticipated that the
external audit would be retendered in
2021 after the completion of the upgrade
of the Group’s ERP system. Because of
the COVID-19 pandemic, the upgrade
of the ERP system has been deferred
until 2021. In addition, the promotion
of the CFO to CEO and hence the
need to appoint a new CFO, together
with the COVID-19 travel restrictions,
means that we have decided to delay
the retender of the audit. As a result,
the Audit Committee has recommended
to the Board that the reappointment of
PricewaterhouseCoopers LLP should
be proposed at the forthcoming Annual
General Meeting and I hope you will
support me in this resolution.

Terry Twigger
Audit Committee Chair
2 March 2021

MEMBERS OF THE
AUDIT COMMITTEE
Terry
Twigger
(Chair)
Independent
NonExecutive
Director

Pauline
Lafferty

Independent
NonExecutive
Director

Polly
Williams

Independent
NonExecutive
Director

GOVERNANCE

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 anonymous online survey managed by
an independent third party as part of the
Board’s updated evaluation process.
The Committee considered it has
adequate qualifications and skills to
perform its responsibilities, particularly
through Terry Twigger’s financial and
management background and Polly
Williams’ financial and audit experience,
but felt that in future the assessment
of the internal and external auditors
performance could be more rigorous.

MEETINGS OF THE
AUDIT COMMITTEE

ACTIVITIES OF THE
AUDIT COMMITTEE

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

• Examining the 31 December 2020
Annual 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.

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;

The Audit Committee met four times
during 2020 with attendance on the
dates as follows:
Date

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.

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

Attendees

27 February 2020

All

7 May 2020

All

29 July 2020

All

1 December 2020

All

Although not members of the Audit
Committee, the Chief Executive Officer,
the Chief Financial Officer and Group
Finance Director 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.

• 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 auditor.
The Terms of Reference of the Audit
Committee are available in the
Corporate Governance section of the
Company’s investor relations website
xppowerplc.com.

The Committee also discussed matters
with both the external auditor and internal
auditor without the Group’s management
being present.
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In 2020, the Audit Committee’s activities
included:

• Received reports from management
and the external auditor on the
key accounting issues and areas of
significant judgement, reviewing and
challenging these areas and the level
of disclosure. The principal matters
discussed 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.
• Approved the going concern and
viability statements, including the
impact of COVID-19.
• Reviewing the 30 June 2020 Half‑Year
Report and received reports from
management and the external auditor
on the key accounting issues and areas
of significant judgement, reviewing and
challenging these areas and the level of
disclosure. This included an assessment
of the impact of COVID-19 on the
Group’s results and the going concern
assessment.
• Continuing to evolve the Group’s risk
and compliance framework by directing
the outsourced internal auditor,
Deloitte LLP, and reviewing the work
scopes of the target areas within the
total audit universe.
• Reviewing the internal audit plan.
• Reviewing the findings of the internal
audit work and the follow-up of
reviews performed in the previous year.
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• Ongoing review of the development
and implementation of the Company’s
new ERP system.

• Assessing the accounting principles to
be adopted in the preparation of the
2020 accounts.

• Reviewing the external audit plan; and
updates on delivery of the external
audit plan and reports from the external
auditor on the Group’s financial
reporting and observations made on the
internal financial control environment in
the course of their work.

• Reviewing any material issues of fraud,
whistleblowing, and litigation.
The Audit Committee is satisfied that
the Company has maintained adequate
risk management and internal controls
throughout the year.

• Reviewing the effectiveness of
the Group’s internal controls and
disclosures made in the Annual Report
and Financial Statements, considering
the impact of COVID-19.

Significant matters for the year ended 31 December 2020

SIGNIFICANT RISKS AND
JUDGEMENTS IN THE
FINANCIAL REPORTING
In relation to the 31 December 2020
Annual Financial Statements included in
this report on pages 141–179, the Audit
Committee considered the following
topics. It considered these areas to
be significant, considering 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.

How the Audit Committee addressed these matters

COVID-19 IMPACT

The COVID-19 pandemic has had a minimal negative impact on the Group;
however, the Committee still considered how the impact of COVID-19 was
addressed throughout the Annual Report, in terms of consistency and clarity
of reporting, as well as management’s assessment of the impact on potential
impairment of goodwill, inventory and receivables.

IMPAIRMENT ASSESSMENT
OF 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 in management’s impairment assessment. In particular, the Committee
enquired and challenged the assumptions made with regard to forecasted
operating margins and understanding the discount rates calculated separately by
management and the external auditor. 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
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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 expands
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.
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Significant matters for the year ended 31 December 2020

DEFERRED TAX ON
UNREMITTED EARNINGS

How the Audit Committee addressed these matters

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

Exposure to the risk of inventory obsolescence remains an area of ongoing
review. Inventory levels increased during the year as the Group’s manufacturing
facilities increased production to meet demand. The Committee considered the
provision policy, provision levels and the nature and condition of inventory at the
balance sheet date. The Committee was satisfied that appropriate provisions for
loss and delinquency were made.
Physical inventory was validated through a combination of wall-to-wall stock
counts, and where comprehensive physical counts were not possible sample
counts held at year-end and cycle counts conducted through the year, covering
all sites where the Group holds inventory. These counts were reviewed by the
external auditor and the results reported to the Committee. The Committee was
satisfied that the counts were conducted appropriately.

VIABILITY STATEMENT AND
GOING CONCERN

The Committee reviewed management’s process for assessing the Group’s longerterm viability to in advising the Board in making the Group’s viability statement.
The Committee considered and challenged the determination of the period over
which viability should be assessed, and which of the Group’s principal risks should
be reflected in the modelling of sensitivity analysis for liquidity and solvency.
It reviewed the results of management’s scenario modelling and the reverse
stress-testing of these models. In addition, the Committee considered additional
testing over key assumptions to determine the resilience of the business model
to specific stresses with additional disclosure being included in the 2020 Annual
Report to this effect. The impact of COVID-19 was also considered in the
modelling of underlying performance.
Based on this review, the Committee confirmed to the Board that we considered
it reasonable for the Directors to make the going concern and viability
statements, which can be found on pages 145 and 60 respectively.

FAIR, BALANCED AND
UNDERSTANDABLE REPORTING

The Committee considered the Annual Report and Interim Report, on behalf
of the Board, to ensure that they were fair, balanced and understandable,
in accordance with requirements of the UK Corporate Governance Code. In
particular, the Committee considered the impact of COVID-19 on the Group
and the reporting of these impacts throughout the Annual Report. To assist in
this process, the Committee also considered comments raised by the external
auditors. The Committee also considered the use of alternative performance
measures by the Group, including the appropriateness of their current use and
their disclosure in the Financial Statements and Strategic Report. The Committee
concluded that their current use was fair, balanced and understandable.
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FAIR, BALANCED AND
UNDERSTANDABLE
The Committee considered the Annual
Report and Interim Report, on behalf
of the Board, to ensure that they were
fair, balanced and understandable, in
accordance with requirements of the UK
Corporate Governance Code. In particular,
the Committee considered the impact of
COVID-19 on the Group and the reporting
of these impacts throughout the Annual
Report.
To assist in this process, the Committee
also considered comments raised by
the external auditors. The Committee
also considered the use of alternative
performance measures by the Group,
including the appropriateness of their
current use and their disclosure in the
Financial Statements and Strategic
Report. The Committee concluded that
their current use was fair, balanced and
understandable.

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 52.
In 2020 the Committee, on behalf of
the Board and with the assistance of
the internal audit function, monitored,
reviewed and assessed the effectiveness
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of the Group’s internal control systems
and principal financial risks. The
Committee reviewed the outcome of the
audits of key financial controls included in
the internal audit programme at each of
its meetings during the year. Management
also provided the Committee with an
update of key accounting issues and
financial controls at each meeting.

INTERNAL AUDIT
The internal audit function, performed by
Deloitte LLP, provides independent and
objective assurance of the effectiveness
of the Group’s risk management,
control, and governance processes. The
Committee reviewed the scope and
the nature of the internal audit work
performed by Deloitte LLP at the start
of the year and reviewed updates to the
plan at subsequent meetings, including
changes to the plan to reflect the impact
of COVID-19. These reviews also ensure
that the internal audit framework 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
2020, these included a review of the IT
General Controls around the Group’s ERP
system, an assessment of key treasury
processes and controls, a global review
of the Group’s Business Continuity and
IT Disaster Recovery processes, and an
assessment of the adequacy of the key
health and safety controls operated by the
Group. The Group has continued with a

programme of Controls Self-Assessments
completed for all sites and this was
reviewed by the internal audit team. 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
EFFECTIVENESS
AND INDEPENDENCE
The Committee assesses audit
effectiveness continually through the
financial year. The assessment includes
reviewing the detailed audit plan and the
key audit risks included in it, the amount
and composition of resources on the
audit and the use of specialists where
appropriate. In addition, the amount of
resources devoted to training of staff
and PricewaterhouseCoopers LLP’s
internal quality processes, including
internal and external inspections
was reviewed. The Committee also
reviewed the results from the Singapore
Accounting and Corporate Regulatory
Authority (ACRA) and PCAOB external
inspections of PricewaterhouseCoopers

GOVERNANCE

LLP. Particular focus was given in 2020
to PricewaterhouseCoopers LLP’s ability
to adapt their audit approach to the risks
posed by COVID-19 and the need to
conduct some audit procedures remotely.
The Committee reviewed and agreed
issues that arose during the course of the
audit and agreed the resolution of these
issues with the external auditor.
The Committee also received feedback
from management evaluating the
performance of the external audit teams.
Consideration was specifically given to the
quality of the audit, communication and
interaction with the various finance teams
across the Group. Management concluded
that the relationship with the external
auditor continued to be effective.
The Committee has concluded that the
external auditor and the audit process
were effective and that audit teams
had provided effective challenge. The
Committee has therefore reported to
the Board that the reappointment of
PricewaterhouseCoopers LLP should
be proposed at the forthcoming Annual
General Meeting.
The current external auditor,
PricewaterhouseCoopers LLP, was
appointed in 2007. In line with best
practice, as recommended by the Financial
Reporting Council, the external audit is
expected to be retendered no later than
2022, COVID-19 permitting. This has
been rescheduled from previous expected
timing due to continued travel restrictions
resulting from COVID-19 and the ERP

Implementation planned for 2021, which
will improve the embedded controls and
change the approach to the audit and the
change in senior management.
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 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 Chair 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
Chair of the Audit Committee.
During the year, non-audit fees of
£0.02 million (2019: £0.1 million) were
paid to the auditor for review of the
30 June 2020 interim financial statements.

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 Chair of the
Audit Committee, who, in his decision
to approve, will consider the aggregate
of audit-related revenue already earned
by the auditor in that year. Auditrelated 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.
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DEAR SHAREHOLDER
I took over as Chair of the XP Power
Remuneration Committee from 1 December
2020, after a year serving on both the XP
Power Board and on the Remuneration
Committee. My thanks go to Polly Williams,
my predecessor, who has chaired the
Remuneration Committee since 2016. We
are fortunate that she is continuing as a
member of the Committee.
The circumstances brought about by
the COVID-19 pandemic made 2020 a
particularly challenging year. The business
was exposed very early on in 2020 to
the pandemic due to our significant
manufacturing presence in China. From
the outset we had three clear priorities:
1. Ensuring the safety and wellbeing
of our people.
Pauline Lafferty
Remuneration Committee Chair

2. Keeping product flowing to our
customers especially those customers
involved in the production of critical
healthcare equipment for the treatment
of patients with the virus.
3. Preserving our cash and maintaining
liquidity.

“The Board has been
impressed by the stamina
and resilience of the
Leadership team and
by the tenacity and
dedication of all our
employees.”
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Despite the difficulties, the performance
of the business has been very strong.
Revenue and profit growth have
been driven by the recovery in the
Semiconductor Equipment Manufacturing
sector, with revenue up 86% on the
prior year and the demand for critical
healthcare equipment to support the
treatment of COVID-19 was 51% ahead
in revenue terms. This more than offset a
19% decline in the Industrial Technology
sector due to COVID-19 and weakness in
non-critical care medical applications. Our
Total Shareholder Return was 54.5% over
the year and 46.8% over the three years
ended 31 December 2020.

The Board has been impressed by the
stamina and resilience of the Leadership
team and by the tenacity and dedication
of all our employees. When the supply
chain was severely compromised because
of government restrictions in China,
production was shifted to Vietnam to
deal with the significant order backlog.
This placed intense pressure on the
organisation, particularly in the supply
chain and sales teams. Even so, XP Power
has delivered excellent results in terms of
profit, cash generation and Shareholder
value and was promoted to the FTSE 250
in March 2020.

MEMBERS OF THE
REMUNERATION
COMMITTEE
Pauline
Lafferty

(Chair),
Independent
NonExecutive
Director

Terry
Twigger

Independent
NonExecutive
Director

Polly
Williams

Independent
NonExecutive
Director

GOVERNANCE

THE CONTEXT TO THE MAJOR DECISIONS AND ACTIVITIES MADE IN THE YEAR
Every year shareholders are required to vote on the executive remuneration as proposed by the Board. The Remuneration Committee
was grateful that the majority of Shareholders supported the three resolutions on remuneration that were put to the vote at the Annual
General Meeting (“AGM”) in 2020. The Directors’ Remuneration Report was supported by 82.96% of Shareholders voting and the
Directors’ Remuneration Report and the Restricted Share Plan by 79.15% and 78.80% respectively. We consulted extensively with our
largest Shareholders in the months leading up to the AGM and afterwards.
It is clear that views among our Shareholders on the Restricted Share Plan (“RSP”) were mixed and others questioned the timing of the
base salary increases for the Executive Directors. We shall continue to engage extensively with our Shareholders and strive to strike the
right balance of interest. The decisions we have taken on annual bonus payments for 2020, the vesting of the October and November
2017 LTIP awards and 2018 LTIP award under the Long-Term Incentive Plan and the approach to the salary levels on appointment of
our new Chief Executive Officer and the future appointment of our new Chief Financial Officer, have been made with our stakeholders
very much in mind as follows and are summarised as follows:

FURLOUGH

• The Company did not benefit from any furlough schemes.

REDUNDANCIES

• No redundancies were made due to COVID-19.

STATE AID
OR FUNDING

• No voluntary state funding was taken.
• XP Power received circa £0.6 million predominantly in Singapore for COVID-19 assistance
payments, all these payments were made to all companies regardless of need.
• The Group also incurred circa £0.9 million of incremental COVID-19 related costs.

EMPLOYEE
EXPERIENCE

• Health and Safety is a top priority at XP Power, and we were quick to implement rigorous epidemic
prevention and control measures in all our sites.
• We have instigated working from home for all employees where their work allows them to do so
and ensured they have the appropriate tools and materials to do so.
• At sites in areas with high instances of the virus, which included a number of our facilities in North
America, we have also implemented mandatory weekly testing for employees who need to work
on site.
• Across the business we have held ‘all hands’ meetings, often multiple times a week, to keep our
employees connected to what is happening in the business and to each other.

CUSTOMER
EXPERIENCE

• China resumed production on 17 February 2020, which was 16 days later than planned, following
the annual shutdown for the Chinese New Year, due to the Chinese governmental restrictions.
Apart from this, all facilities remained operational throughout 2020 supplying our customers with
product.
• There were short shutdowns in each of the USA facilities for deep cleaning following COVID-19
cases, but these did not materially affect customer deliveries.
• Deliveries to customers providing critical healthcare devices were prioritised and accelerated.

SHARE PRICE AND
DIVIDENDS

• The share price has performed well over the year and over the last three years. The share price
was £31.00 on 31 December 2019 and increased to £46.90 on 31 December 2020 representing a
51% increase.
• Out of caution, the final dividend for 2019 of 36 pence per share was cancelled to preserve cash
in the face of extreme uncertainty at the beginning of the pandemic.
• The Q1 2020 dividend (Q1 2019: 17 pence per share) was not paid for the same reason.
• Dividends resumed from Q2 2020 onwards.
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KEY REMUNERATION
DECISIONS FOR 2020
Annual bonus
The annual bonus for 2020 is based
on adjusted profit before tax, adjusted
operating cash conversion measured at
each quarter end and the attainment of
strategic goals. The details of the financial
measures and targets and the achievement
against them is shown on page 120.
Bonus payments for 2020, as a percentage
of maximum, were 98.0%, 99.5% and
91.0% of maximum for Duncan Penny,
Gavin Griggs and Andy Sng, respectively.
The Remuneration Committee debated
whether, taking stakeholders’ interests
into account, including not paying a
dividend in Q1 2020 and the 51% increase
in share price over the last 12 months as
well as the Remuneration Committee’s
objective of paying for performance, any
adjustment should be made but decided
that no adjustment should be made to the
formulaic bonus outturns and bonuses
should be paid in full. It also considered
the bonus payments made to XP Power
employees, including the general
employee bonus, all XP Power employees
of 6% of salary at a cost of £3.4 million.
Half the bonuses earned by the Executive
Directors are deferred into shares for two
years, and clawback provisions may be
invoked up to three years after the date of
payment.

The vesting of the October and
November 2017 LTIP awards
Awards that were made in October and
November 2017 under the LTIP, vested
in equal tranches based on adjusted EPS
growth and relative Total Shareholder
Return (TSR).
• The EPS three-year Compound Annual
Growth Rate (“CAGR”) of EPS was
10.51% and the target CAGR range was
5% to 10%, resulting in 100% vesting
of the EPS portion of the awards.
• XP Power’s TSR performance was
above the upper quartile and hence this
portion of the shares vested in full.
The overall percentage of shares that
vested was 100% of the total award. Half
of the shares vested on 31 December
2020 and the remainder on 12 October
2021 for the October 2017 awards and
31 December 2021 for the November
2017 award.
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The vesting of the
2018 LTIP award
The 2018 awards made under the LTIP
vested in equal tranches on the basis of
adjusted EPS growth and relative Total
Shareholder Return (TSR).
• The three-year compound annual
growth rate of EPS was 10.51% and
the target CAGR range was 6% to 12%,
resulting in 81.40% vesting of the EPS
portion of the awards.
• XP Power’s TSR performance was
above the upper quartile and hence this
portion of the shares vested in full.
The overall percentage of shares that
vested was 90.70% of the total award.
Half of the shares vest three years after
the grant date and the remainder a year
later.

The implications of
Board changes
We announced in October that Duncan
Penny would be stepping down as CEO at
the end of the year and that Gavin Griggs
would succeed him from 1 January 2021.
At that time, we said that Duncan would
leave the Board and the Group at the
Annual General Meeting in April 2021.
In keeping with the UK Corporate
Governance Code and as per our XP postemployment shareholding policy, Duncan
will retain shares, with an after-tax value
of 200% of his 2020 base salary for the
first year of his leaving and 100% for the
second year. Duncan has sufficient awards
that have been granted but have yet to
vest that fall due for vesting during this
period to cover this requirement. Exercise
of these shares during this time will
require authorisation by the current CEO
and either the Board Chair or the Chair of
the Remuneration Committee.
Both Duncan and Gavin’s salaries were
increased last year by 12% as the first
part of a two-year market adjustment. The
Remuneration Committee decided that
Gavin’s new salary on his promotion to
CEO should be £500,000. The Committee
will review his salary again next year (at
the earliest from 1 April 2022) considering
the circumstances at the time and with the
intention of moving Gavin closer to market
levels for companies of a similar size and
scope.
The new salary is 11% higher than Duncan
Penny’s. The Remuneration Committee

was mindful that this is Gavin Griggs’ first
appointment as a CEO. However, as stated
in the Nomination Committee Report we
undertook a thorough executive search
company-led process and were delighted
to appoint a strong internal candidate.
Gavin’s knowledge of the business,
acquired over the last three years, coupled
with his values-based leadership approach,
in the Committee’s view, justify this
level of pay. Moreover, in relative terms,
his new salary (which is a considerable
increase on his previous salary of
£323,000 effective from 1 April 2020), is
between the lower quartile and median
of the companies in the bottom half of
the FTSE 250. His new annual bonus
maximum is 125% of salary and the face
value of his LTIP award for 2021 is 150%.
His resulting total target remuneration is
at the lower quartile of the companies in
the bottom half of the FTSE 250.
The Remuneration Committee also
took the opportunity of reviewing Andy
Sng’s salary and made the decision to
increase his salary from S$265,225 to
S$300,000 (13%). This decision was
based on benchmarking his salary in the
Singaporean market and in recognition of
the additional activities Andy performs
over and above his role. The average
market base salary movement in Singapore
is anticipated to be in the region of 3% for
2021.

The Chair’s fee
The Chair’s fee was reviewed during the
year for the first time since 2014 and
increased by £10,000 from £50,000 to
£60,000 a year. The Chair will continue
to receive this level of fee in 2021 at
his request, notwithstanding that this is
materially below typical fees paid to the
Chair of FTSE 250 companies. The basic
fees of the Non-Executive Directors,
which are decided by the Chair and the
Executive Directors, were also increased
by £10,000 to £50,000 a year.
The views of our Shareholders are
important to us. I hope that you will
support the Directors’ Remuneration
Report. If you have any questions
or comments, I can be reached at
ir@xppower.com.

Pauline Lafferty
Remuneration Committee Chair
2 March 2021
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ANNUAL REPORT ON REMUNERATION
Single total figure of remuneration
The table below shows the total remuneration receivable for each Executive Director with respect to the financial year ended
31 December 2020.

£’000

Salary/fees

Benefits³

Pension

Total fixed
pay

Annual
bonus⁵

Long-term
incentives⁴

Total
variable
pay

Total

Executive Directors
Duncan Penny

2020

438

4

30

472

441

444

885

1,357

2019

399

4

15

418

43

101

144

562

2020

314

23

23

360

321

197

518

878

2019

286

23

12

321

31

–

31

352

2020

–

–

–

–

–

–

–

–

2019

76

12

3

91

8

50

58

149

2020

149

38

10

197

137

100

237

434

2019

147

42

10

199

130

20

150

349

2020

58

2

–

60

–

–

–

60

2019

50

2

–

52

–

–

–

52

Pauline Lafferty2

2020

48

–

–

48

–

–

–

48

2019

3

–

–

3

–

–

–

3

Polly Williams

2020

51

–

–

51

–

–

–

51

2019

40

–

–

40

–

–

–

40

Terry Twigger

2020

56

–

–

56

–

–

–

56

2019

45

–

–

45

–

–

–

45

Gavin Griggs
Mike Laver1
Andy Sng

Chair and Non-Executive Directors
James Peters

1.

Mike Laver retired from the Board on 16 April 2019. Total remuneration for Mike in 2019 reflects pay for the portion of the year in which he was an Executive
Director.

2.

Pauline Lafferty was appointed to the Board on 3 December 2019. Total remuneration for Pauline in 2019 reflects pay for the portion of the year in which she
was an Executive Director.

3.

Benefits include life insurance, private medical cover, housing allowance in China for Andy Sng and car allowance.

4.

The value of long-term incentives represents share options and LTIP that vested during the year. The value was determined based on the gain on vesting date,
being the difference between the XP Power share price on vesting date and the grant price, and the dividend equivalent due on vesting date.

5.

The value of the annual bonus represents performance over the relevant financial year, 50% of the payout was deferred into shares. Futher details of the annual
bonus, including performance measures, actual performance and bonus payouts, can be found on pages 120 to 121.

Notes to the single total figure table
BASE SALARY IN THE YEAR ENDED 31 DECEMBER 2020

Executive Directors’ base salaries are reviewed by the Remuneration Committee with effect from 1 April 2020 each year and when an
individual changes position or responsibility. Changes in Executive Directors’ base salaries during the year are shown below:
Base salary from 1 April 2019

Base salary from 1 April 2020

Percentage increase

Duncan Penny

£401,700

£450,000

+12%

Gavin Griggs

£288,400

£323,000

+12%

S$257,496

S$265,225

+3%

Andy Sng

These changes were the first phase of a two-stage process to bring the level of their salaries nearer to the market range. The CEO’s new
salary is below the lower quartile of equivalent roles in FTSE 250 companies of similar size.
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CHAIR’S AND NON-EXECUTIVE DIRECTORS’ FEES

Fees for the Chair and the Non-Executive Directors were reviewed and increased with effect from 1 April 2020. The changes in fees
during the year are shown below (as disclosed last year). This was the first change since 2014.
Fee from 1 January 2020

Fee from 1 April 2020

Chair’s fee

£50,000

£60,000

Base fee

£40,000

£50,000

–

£5,000

£5,000

£5,000

Additional fee for chairing a Committee
Additional fee for acting as Senior Independent Director

Due to the current Chair’s shareholding, he has agreed to take the same fee as the Senior Independent Director which, from April 2020,
was £60,000. This represented an increase of £10,000 from his previous fee but remains materially below the fees for the Chair of
other UK-listed companies of a similar size.
PENSIONS IN THE YEAR ENDED 31 DECEMBER 2020

Executive Directors’ pension contributions are aligned to those offered to all XP Power employees in their respective countries of
employment. This is 8% of base salary for UK Executive Directors and 6% of base salary for Any Sng, who is based in Singapore.
ANNUAL BONUS IN THE YEAR ENDED 31 DECEMBER 2020

The maximum annual bonus opportunity for Executive Directors in 2020 was 100% of base salary. The table below summarises
performance against the Group performance targets set by the Remuneration Committee for the year.
Weighting

Threshold
(25%)

On-target
(50%)

Maximum
(100%)

Actual

50%

£38.0m

£41.3m

£44.0m

£44.3m

Adjusted operating cash conversion

25%

90%

100%

110%

133%

Strategic objectives

25%

Adjusted profit before tax1
2

See below

Total

% achieved

50%1
25%
23.0%–24.5%

Duncan Penny

98.0%

Gavin Griggs

99.5%

Andy Sng

91.0%

1.

Andy Sng’s adjusted profit before tax targets are set with reference to divisional performance, and the targets are considered to be commercially sensitive.
Performance against these targets was between on-target and stretch, resulting in 42.8% out of 50% becoming payable for this element of his annual bonus.

2.

Calculated as adjusted operating cash flow as a percentage of adjusted operating profit measured at the end of each quarter and the average performance taken.
This is to ensure cash conversion is an ongoing focus throughout the year, The full year adjusted operating cash conversion was 117% which also exceeded the
maximum of the target range set.

The table below summarises the strategic team objectives for each Executive Director in the year.
DP

GG

Performance assessment in 2020

To drive XP Powers’
strategic priorities as
agreed by the Board

12%/15%

9%/10%

• Strong leadership shown by the Executive Directors in the challenging context of
the year
• All new design win targets were exceeded in key Asia markets
• Performance against objectives of the regional teams was well managed, closely
monitored and effectively communicated across the year, which ensured strong
performance

To review and
implement the new
organisational design

30%/30%

20%/20%

• The new Global Organisational Design for the next three years were signed off and
implemented during 2020
• Through recruitment to key central function roles, the Executive Directors increased
XP Power’s depth of talent and organisational capability

49%/50%

• Significant improvements were made to how we work, including business
simplification through process redesign and optimisation and the introduction of new
tools and systems to reduce manual work
• An effective Business Intelligence tool was implemented in the year to improve
efficiency of the supply chain and other functions (including Product Development)

To embed a series of
process and system
improvements as
agreed by the Board
To institutionalise
Product Lifecycle
Management

120

–

20%/20%

–

•

Key milestones were achieved against the Capability Maturity Model Integration
(CMMI) in all engineering design centres and supply chain management to improve
Product Lifecycle Management

GOVERNANCE

DP

To lead key product
development and
milestones

To develop a new
strategy and approach
to investor relations

To manage the
Company through the
COVID-19 pandemic

GG

15%/20%

–

15%/15%

Performance assessment in 2020

–

•

Key milestones were achieved on time and on budget relating to the largest two
product developments for new platforms
• Some adjustments in approach were required during the year due to COVID-19,
and aspects of the new platforms were integrated into existing products for proof of
concept rather than prototypes

10%/10%

• A new Investor Relations plan was designed and executed in the year to support
existing and new investors
• XP Power delivered two US investor conferences in the Autumn and a targeted US
roadshow
• The high number of investor engagements undertaken during 2020 were well
received, with positive feedback from investors and brokers

10%/10%

• The Executive Directors managed the global XP business through the COVID-19
pandemic, achieving strong financial performance (as outlined above) while working
to the Board’s agreed priorities – Employees, Customers and Cash
• Employee safety and engagement was a key priority during the year, and all
COVID-19 cases within the Company have been effectively and safely managed
• XP continued to support the Customer through the pandemic, with effective supply
chain management and customer engagement
• XP was able to deliver on all critical care orders while faced with a significant
backlog due to the pandemic

Andy Sng’s strategic performance objectives are set with reference to divisional performance and are considered to be more sensitive
than the Group objectives. The Remuneration Committee was impressed with his leadership during a challenging year, particularly in
the early stages of the COVID-19 pandemic in China. His strategic objectives largely reflected the priorities set out above for Duncan
Penny and Gavin Griggs.
Half of the Executive Directors’ annual bonuses in 2020 is deferred in shares for two years. The Remuneration Committee considered
carefully whether this outturn was appropriate and, reflecting strong performance in difficult circumstances, the Committee did not
apply its discretion to reduce the formulaic outturn in the year.
LONG-TERM INCENTIVE AWARDS VESTED OR DUE TO VEST WITH RESPECT
TO PERFORMANCE IN THE YEAR ENDED 31 DECEMBER 2020

November 2017 LTIP awards
LTIP awards granted to Gavin Griggs on 1 November 2017 were measured over three financial years from 1 January 2018, based
50% on compound annual EPS growth and 50% on TSR compared with companies in the FTSE 250 index excluding investment trusts.
Awards were shares worth 100% of salary. The table below summarises performance against the performance targets.
Weighting

Threshold (25%)

Maximum (100%)

Actual

% achieved

EPS growth

50%

5%

10%

10.51%

100%

TSR

50%

Median

Upper quartile

Above upper quartile

100%

Total

100%

Half of the shares under award vested on 31 December 2020 and half will vest on 31 December 2021.

Date of grant

Gavin Griggs
1.

1 November 2017

Type of award

Number of
shares awarded

% vesting

Dividend
equivalent
payments per
share¹

Nominal-cost options

8,000

100%

2.25

Number of
shares vested
or due
to vest

Value of
shares vested
or due
to vest¹

8,000

£380,858

The value of long-term incentives represents LTIP awards that vest with respect to performance periods ending during the year. As half of these awards were not
due to vest until 31 December 2021, the value of these has been estimated using the average share price in the last three months of 2020, being £43.8344, and
an estimate of dividend equivalents.
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2018 LTIP awards
The 2018 LTIP awards granted on 16 May 2018 were measured over three financial years from 1 January 2018, based 50% on
compound annual EPS growth and 50% on TSR compared with companies in the FTSE 250 index excluding investment trusts. Awards
were granted to Duncan Penny and Andy Sng over shares worth 101% and 72% of salary, respectively. The table below summarises
performance against the performance targets.
Weighting

Threshold (25%)

Maximum (100%)

Actual

% achieved

EPS growth

50%

6%

12%

10.51%

81.40%

TSR

50%

Median

Upper quartile

Above upper quartile

50%

Total

90.70%

Half of the shares under award vested on 16 May 2021 and half on 16 May 2022.
Dividend
equivalent
payments per
share1

Number of
shares due
to vest

Value of
shares due
to vest¹

Type of award

Number of
shares awarded

Duncan Penny

16 May 2018

Nominal-cost options

11,200

90.70%

2.14

10,158

£466,906

Andy Sng

16 May 2018

Nominal-cost options

2,857

90.70%

2.14

2,591

£119,094

Date of grant

1.

% vesting

The value of long-term incentives represents LTIP awards that vest with respect to performance periods ending during the year. As these awards were not due to
vest until May 2021 and May 2022, the value of these has been estimated using the average share price in the last three months of 2020, being £43.8344, and
an estimate of dividend equivalents

SCHEME INTERESTS AWARDED IN THE YEAR ENDED 31 DECEMBER 2020

The following awards were granted to Executive Directors in 2020:

Gavin Griggs

Andy Sng

End of
performance
period

31/12/2022

Type of award

22 April 2020

LTIP 2017¹

Nominal-cost options

£450,000

14,563

22 April 2020

RSP 2020²

Nominal-cost options

£56,250

1,820

n/a

04 March 2020

DBP 2017³

Nil-cost options

£21,555

657

n/a

22 April 2020

LTIP 2017¹

Nominal-cost options

£323,000

10,453

31/12/2022

22 April 2020

RSP 2020²

Nominal-cost options

£40,375

1,307

n/a

04 March 2020

DBP 2017³

Nil-cost options

£15,475

471

n/a

22 April 2020

LTIP 2017¹

Nominal-cost options

£100,000

3,236

31/12/2022

22 April 2020

RSP 2020²

Nominal-cost options

£12,500

405

n/a

04 March 2020

DBP 2017³

Nil-cost options

£65,147

1,931

n/a

Date of grant

Duncan Penny

Number of
shares awarded

Face value of
award4

Plan

1.

2020 awards were granted under the LTIP 2017 based on the share price for 21 April 2020, being £30.90.

2.

2020 awards were granted under the RSP 2020 based on the share price for 21 April 2020, being £30.90.

3.

2020 awards were granted under the DBP 2017 based on the share price for 4 March 2020, being £32.80.

4.

The face value of the award has been calculated using the share price of each award stated in Note 1 to 3.

LONG-TERM INCENTIVE MEASURES AND TARGETS

The performance targets for the 2019 and 2020 LTIP awards are summarised below.

Earnings Per Share

Operation
Threshold (25% vest)
Maximum (100% vest)

Total Shareholder
Return

Operation

Threshold (25% vest)
Maximum (100% vest)

2019 award
(67% EPS and 33% TSR)

2020 award
(67% EPS and 33% TSR)

Growth in adjusted EPS over three financial years

Cumulative EPS over three financial years

6% p.a.

523.4p
586.0p

12% p.a.
Relative TSR compared with that for the
constituents of the FTSE 250 index
(excluding investment trusts)

Relative TSR compared with that for the
constituents of the FTSE 250 index
(excluding investment trusts)

Median (50th percentile)

Median (50th percentile)

Upper quintile (80th percentile)

Upper quintile (80th percentile)

Awards of restricted shares which were granted to Shareholders in 2020 are not subject to performance conditions on vesting.
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EXECUTIVE DIRECTORS’ SHAREHOLDING AND SHARE INTERESTS

A shareholding guideline applies to Executive Directors, which requires them to build and maintain a shareholding equal to 200% of
base salary. The guideline will continue to apply in full for one year post-cessation, with 50% of the guideline level (100% of base salary)
applying for a second year. Deferred bonus shares, Restricted Shares, vested Share Options and LTIP shares that are still in their holding
period will be counted against these requirements on a net of tax basis.
The table below summarises the Executive Directors’ beneficial interests (including that of their connected persons) in the Company’s
shares.
Interest in share awards

Beneficially
Beneficially
owned shares
owned shares
at 31 December at 31 December
2019
2020

Duncan Penny
Gavin Griggs
Andy Sng

Subject to
performance
measures

Not subject to
performance
measures

Vested but
unexercised

Shareholding
guideline
(% of salary)

Shareholding
guideline met?

206,990

106,990

33,587

16,241

52,395

200%

Y

–

–

24,112

5,778

8,864

200%

N

24,000

24,000

8,114

6,048

1,449

200%

Y

The table below summarises the outstanding share awards for Duncan Penny.
Exercise price

Interest as at
31/12/19

Granted in the
year

Forfeited in
the year

10/10/12

£9.46

60,750

–

–

23/02/16

£15.425

39,800

–

–

–

Date of grant

Exercised in
the year

Interest as at
31/12/20

Vesting date

Expiry date

–

–

10/10/22

39,800

23/02/20

23/02/26

2012 Share Options
(60,750)

2017 LTIP
30/05/17

£0.01

6,000

–

(873)

–

5,127

30/05/20

30/05/22

16/05/18

£0.01

11,200

–

–

–

11,200

16/05/21

16/05/23

08/03/19

£0.01

19,024

–

–

–

19,024

08/03/22

08/03/24

22/04/20

£0.01

–

14,563

–

–

14,563

22/04/23

22/04/24

£0.01

–

1,820

–

–

1,820

22/04/25

22/04/26

2020 RSP
22/04/20
Deferred Bonus
02/03/18

–

3,975

–

–

–

3,975

31/12/19

–

06/03/19

–

6,057

–

–

–

6,057

31/12/20

–

04/03/20

–

–

657

–

–

657

28/02/22

–

Exercised in
the year

Interest as at
31/12/20

Vesting date

Expiry date

The table below summarises the outstanding share awards for Gavin Griggs.
Date of grant

Exercise price

Interest as at
31/12/19

Granted in the
year

Forfeited in
the year

2017 LTIP
01/11/17

£0.01

8,000

–

–

–

8,000

31/12/20

01/11/22

08/03/19

£0.01

13,659

–

–

–

13,659

08/03/22

08/03/24

22/04/20

£0.01

–

10,453

–

–

10,453

22/04/23

22/04/24

£0.01

–

1,307

–

–

1,307

22/04/25

22/04/26

2020 RSP
22/04/20
Deferred Bonus
02/03/18

–

515

–

–

–

515

31/12/19

–

06/03/19

–

4,349

–

–

–

4,349

31/12/20

–

04/03/20

–

–

471

–

–

471

28/02/22

–
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The table below summarises the outstanding share awards for Andy Sng.
Exercised in
the year

Interest as at
31/12/20

Vesting date

Expiry date

60

23/02/20

23/02/26

Exercise price

Interest as at
31/12/19

Granted in the
year

Forfeited in
the year

£15.425

7,960

–

–

30/05/17

£0.01

2,000

–

(291)

(854)

855

30/05/20

30/05/22

16/05/18

£0.01

2,857

–

–

–

2,857

16/05/21

16/05/23

08/03/19

£0.01

4,878

–

–

–

4,878

08/03/22

08/03/24

22/04/20

£0.01

–

3,236

–

–

3,236

22/04/23

22/04/24

£0.01

–

405

–

–

405

22/04/25

22/04/26

Date of grant

2012 Share Options
23/02/16

(7,900)

2017 LTIP

2020 RSP
22/04/20
Deferred Bonus
02/03/18

–

420

-

–

(420)

–

31/12/19

–

06/03/19

–

1,389

-

–

–

1,389

31/12/20

–

04/03/20

–

–

1,931

–

–

1,931

28/02/22

–

The closing share price of the Company’s shares as at 31 December 2020 was £46.90 (£31.00 at 31 December 2019) and the price
range fluctuated between £21.30 and £47.90 over the financial year.
PAYMENTS TO PAST DIRECTORS

Payments of £0.2 million were made in 2020 to Mike Laver following his retirement.
PAYMENTS FOR LOSS OF OFFICE

Duncan Penny stepped down as CEO on 31 December 2020 and will leave the Board at the AGM. Duncan will continue to receive his
base salary, benefits and pension until he steps down from the Board and will be eligible to receive an annual bonus in respect of 2021.
If any bonus is earned it will be pro-rated for the period worked.
ASSESSING PAY AND PERFORMANCE

700
XP Power

600

FTSE 250 (ex ITs)

500
400
300
200
100

31/12/2020

31/12/2019

31/12/2018

31/12/2017

31/12/2016

31/12/2015

31/12/2014

31/12/2013

31/12/2012

31/12/2011

0
31/12/2010

Total Shareholder Return, rebased at 100
at 31 December 2010

The chart below shows the Total Shareholder Return for XP Power since 31 December 2010 compared with that of the FTSE 250
(excluding investment trusts), rebased at 100.

Source: Thomson Reuters Datastream

The table below shows total remuneration, annual bonus outturn and long-term incentive outturn for the CEO over the same period.
CEO total remuneration
(£’000)

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

£328

£274

£271

£271

£310

£800

£531

£684

£562

£1,357

Annual bonus
(% of maximum)

0%

0%

0%

0%

15%

27%

100%

71%

11%

98%

Long-term incentives
(% of maximum)

n/a

n/a

n/a

n/a

n/a

81%

n/a

n/a

80%

81%
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CHAIR’S AND NON-EXECUTIVE DIRECTORS’ SHARE INTERESTS

The table below summarises the Chair’s and Non-Executive Directors’ beneficial interests (including that of their connected persons) in
the Company’s shares.
Beneficially owned shares at
31 December 2019

Beneficially owned shares at
31 December 2020

James Peters

1,529,279

1,254,279

Terry Twigger

–

–

Polly Williams

–

–

Pauline Lafferty

–

–

ANNUAL PERCENTAGE CHANGE IN REMUNERATION OF DIRECTORS AND EMPLOYEES

The table below shows the percentage change in salary, taxable benefits and annual bonus earned between 2019 and 2020 in respect
of each Director, compared to that of the average employee (excluding employees in China and Vietnam, where there has been
significant salary inflation).
Percentage change between 2019 and 2020

Executive Directors

Non-Executive Directors

1.

Base salary

Taxable benefits

Annual bonus

Average employee

4%

3%

670%

Duncan Penny

10%

3%

923%

Gavin Griggs

10%

-2%

938%

Andy Sng

1%

-9%

6%

James Peters

15%

1%

–

Terry Twigger

25%

–

–

Polly Williams

27%

–

–

Pauline Lafferty1

1338%

–

–

Pauline Lafferty was appointed to the Board on 3 December 2019. Total remuneration for Pauline in 2019 reflects pay for the portion of the year in which she
was an Executive Director.

CEO PAY RATIO

The table below shows the ratio of the CEO’s total remuneration to that of the lower quartile, median and upper quartile UK employee
and for the CEO.
Method1

25th percentile pay ratio

50th percentile pay ratio

75th percentile pay ratio

2020

Year

Option A

50 : 1

31 : 1

18 : 1

2019

Option A

21 : 1

13 : 1

7:1

1.

Option A was selected because it is the best reflection of the underlying data. Because a large portion of the CEO’s pay is variable, the pay ratio is heavily
dependent on the outcomes of variable pay plans and, in the case of long-term share-based awards, share price movements.

The year-on-year difference in the ratio of the CEO’s pay to the pay of UK employees is principally explained by the variable pay
outturns paid in 2020 which were significantly higher than those paid in 2019. Annual bonus and long-term incentives make up a
significant proportion of Executive remuneration while is only a relatively low proportion of total pay for the wider workforce.
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The table below shows the total pay and benefits and the salary component of this for the employees who sit at each of the three
quartiles in 2020.
Year

Total pay and benefits

Salary component of total pay

25th percentile

£26,924

£24,959

50th percentile

£43,210

£36,075

75th percentile

£74,903

£62,025

Chief Executive

£1,357,000

£437,925

The ratio of the CEO’s pay to the median pay of employees in the UK is a function of XP Power’s pay, reward and progression policies
for the Company’s UK employees indeed for all XP Power’s employees. The Company aims to pay all employees including the CEO in
accordance with both its values, a desire to pay for performance, internal relativities and the appropriate external market reference points.
RELATIVE IMPORTANCE OF SPEND ON PAY

The table below illustrates the relative importance of spend on pay compared to Shareholder dividends paid.
£m

Distribution to Shareholder dividends1
Group employment costs2
1.

Refer to Financial Statements – Note 9 for more details.

2.

Group employment costs includes Directors’ remuneration. Refer to Financial Statements – Note 5 for more details.

2020

2019

% change

7.3

16.7

(56)%

70.3

59.7

18%

Remuneration Committee membership and considerations in the year
MEMBERS OF THE REMUNERATION COMMITTEE

The Remuneration Committee met on 3 occasions during the year. Polly Williams acted as Chair of the Committee until 1 December
2020 and Pauline Lafferty was appointed as Chair of the Committee from that date. Polly remains a member of the Remuneration
Committee.
Meetings attended

Pauline Lafferty (Committee Chair from 1 December 2020)

3/3

Polly Williams (Committee Chair to 1 December 2020)

3/3

James Peters (Chair)

3/3

Terry Twigger (Senior Independent Director)

3/3

ADVICE RECEIVED IN THE YEAR

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 provided
and totalled £34,700 in the year.
Following an external selection process undertaken in the year, the Remuneration Committee appointed FIT Remuneration Consultants
LLP (“FIT”) as its adviser. FIT provides no other services to the Remuneration Committee, has no further connection with the Company
or individual Directors and is a signatory to the Remuneration Consultants Group’s Code of Conduct. The fees paid by the Company
to FIT in the year were £15,875. On this basis, the Remuneration Committee satisfied itself that the advice of FIT was objective and
independent.
VOTING ON REMUNERATION

The table below sets out voting in respect of the approval of the Directors’ Remuneration Policy and the Directors’ Remuneration
Report at the Annual General Meeting on 21 April 2020.
Votes for

% of votes for

Votes against

% of votes against

Votes withheld

Approval of Directors’
Remuneration Policy

11,125,326

79.15%

2,930,138

20.85%

299,852

Approval of Directors’
Remuneration Report

11,660,119

82.96%

2,395,345

17.04%

299,852

Approval of the Restricted Share
Plan 2020

11,075,541

78.80%

2,979,923

21.20%

299,852

We consulted extensively with our largest Shareholders in the months leading up the AGM and afterwards. It is clear that views among
our Shareholders on restricted shares were mixed and others took the view that the timing of the increases in the base salaries of the
Executive Directors were not ideal. We shall continue to engage extensively with our Shareholders on executive remuneration and seek
to strike the right balance of interest among all our Shareholders.
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Implementation of the Directors’ remuneration policy in 2021
BASE SALARIES

Gavin Griggs’ base salary was set at £500,000 on his appointment as Chief Executive Officer from 1 January 2021.
Duncan Penny agreed to remain on the Board until the 2021 AGM and the Remuneration Committee agreed that he would continue to
receive a base salary of £450,000 pro-rated for the period worked during the year.
The Remuneration Committee undertook its regular review of Executive Directors’ base salaries, with increases due to take effect from
1 April 2021. Andy Sng’s base salary will increase from S$265,225 to S$300,000 (an increase of 13%). The other Executive Directors
were not eligible to receive an increase from 1 April 2021.
ANNUAL BONUS

For 2021, the maximum bonus opportunity will be capped at 125% of salary for the Chief Executive Officer and 100% for other
Executive Directors, with on-target pay outs of 50% of maximum. Andy Sng has a maximum bonus opportunity of 100%, with an
on-target pay out of 50% of base salary. Duncan Penny will be eligible to receive a pro-rated annual bonus for the portion of the year
worked.
Bonuses will continue to be based on a combination of financial and strategic performance measures. The precise targets are
considered commercially sensitive and so the targets are not disclosed prospectively. The targets and performance achieved against
these will be published in next year’s Annual Report on Remuneration. The performance measures which will apply are:
• Adjusted profit before tax (50%)
• Adjusted operating cash flow as a percentage of adjusted operating income (25%)
• Strategic objectives (25%)
Andy Sng’s strategic performance objectives are set with reference to divisional performance and largely reflect the priorities set out for
Gavin Griggs.
LONG TERM INCENTIVE PLAN

Under the Directors’ Remuneration Policy, Performance Share Plan (PSP) and Restricted Share Plan (RSP) awards can be made up to an
aggregate award of 150% of base salary (or 200% of salary in exceptional circumstances). For the purpose of calculating the limit, RSP
awards are multiplied by two to reflect that they do not have specific performance conditions attached. RSP awards are limited to 15%
of salary (equivalent to PSP based awards of 30% of salary).
In 2021, the Remuneration Committee anticipates granting RSP awards of 9.2% of salary and PSP awards of 38% of salary for Andy Sng
and RSP awards of 12.5% of salary and PSP awards of 100% of salary for the Chief Executive Officer.
The PSP awards will vest subject to a combination of (i) cumulative diluted adjusted EPS performance and (ii) TSR performance
compared with the TSR of companies in the FTSE 250 excluding investment trusts, both measured over three financial years. The
performance targets are set out below:
Cumulative diluted adjusted EPS performance 2021, 2022 and 2023 (67% of maximum)

645.9 pence per share or above
576.7 pence per share
Below 576.7 pence per share

Vesting

100%
25%
No vesting

Vesting between threshold and maximum will be measured on a straight-line basis
TSR performance compared with constituents of the FTSE 250 excluding investment trusts (33% of maximum)

Upper quintile (80th percentile) or above
Median (50th percentile)
Below median

Vesting

100%
25%
No vesting

Vesting between threshold and maximum will be measured on a straight-line basis
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DIRECTORS’ REMUNERATION POLICY
The table below summarises the key components of the Directors’ Remuneration Policy as approved by Shareholders at the AGM on
21 April 2020. The full Directors’ Remuneration Policy is available in the 2020 Directors’ Remuneration Report and is available on our
website at xppower.com.
Component

Purpose

BASE SALARY

To help recruit, retain
and motivate highperforming Executives.
Reflects the individual
experience, role and
importance of the
Executive Director to
the business.

BENEFITS

To help recruit, retain
and motivate highperforming Executives.
To provide market
competitive benefits.

Operation
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.
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

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.

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

Applicable performance measures
n/a

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

n/a

The Remuneration Committee
has flexibility to provide benefits
that would typically have been
available to an Executive Director
in an overseas jurisdiction when
recruiting from outside of the UK.
Up to 125% of base salary for
CEO and up to 100% for other
Executive Directors (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.
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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.
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.

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.

GOVERNANCE

Component

Purpose

PENSIONS

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

Operation

LONG-TERM
INCENTIVE
PLAN (“LTIP”)

Align the interests of
The XP Power LTIP is made up of a
Executive Directors
Performance Share Plan (PSP) that
and Shareholders in the was approved at the 2017 Annual
long term.
General Meeting and a Restricted
Incentivises long term
Share Plan (RSP) that was approved
value creation.
at the 2020 Annual General Meeting.
This replaced the Company’s share
option scheme for awards to
Executive Directors.

Percentage of base salary paid into a
defined contribution scheme.

Opportunity

Applicable performance measures

In line with pension benefits
n/a
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).
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.

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

In respect of PSP awards, it is the
Remuneration Committee’s intention
to set relative TSR targets for 33% of
the award and cumulative adjusted EPS
targets for 67%. (previous intention
50%: 50%).

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.
RSP awards may be granted without
performance conditions.
Restricted share awards normally vest
five years from the date of award.
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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.
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REMUNERATION COMMITTEE REPORT
CONTINUED

Component

Purpose

LONG-TERM
INCENTIVE
PLAN (“LTIP”)

Operation

Opportunity

Claw Back: 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.

(CONTINUED)

Applicable performance measures
Where a participant ceases to be an
employee for good leaver reasons
during the first three years of the
performance or restricted share period,
the number of shares vesting will be
subject to a pro-rata reduction by
reference to relevant performance
achievement and the period of time
elapsed between the award date and
the date of cessation. Shares will vest at
the end of the two-year holding period
or such earlier date as the Remuneration
Committee determines.

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 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
performance and / or 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
during the performance measurement
or restricted period the Remuneration
Committee has the discretion to
determine the number of shares vesting
by assessing the achievement of the
relevant performance conditions and
apply a pro-rata reduction based on the
proportion of the performance period
elapsed at the time of the event, unless
it determines a pro-rata reduction is not
appropriate.

SHAREHOLDING
(MINIMUM)

Align the interests of
To build a minimum shareholding
Executive Directors
equivalent to two years’ salary.
and Shareholders in the Directors have a period of five years
long term.
to achieve this.

n/a

n/a

POST
EMPLOYMENT
SHAREHOLDING

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

n/a

n/a

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

n/a

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 that 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 that are still in their holding
period will be counted against the
percentage requirement on a net of
tax basis

NONEXECUTIVE
DIRECTORS’
FEES
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Fees are set at a level
which is sufficient to
attract, motivate and
retain quality NonExecutive 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.

GOVERNANCE

ILLUSTRATION OF THE APPLICATION OF THE DIRECTORS’ REMUNERATION POLICY (UPDATED)

The charts below give an indication of the level of remuneration that would be received by each Executive in accordance with the
approved
Directors’ Remuneration Policy, updated for 2021.
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The charts above illustrate the value of the remuneration package for each Executive in 2021,
under
four PSP
scenarios:
RSP
Annual bonus
PSP
RSP
Annual
bonus
Fixed

Fixed

• Minimum: Fixed pay (consisting of base salary, benefits and pension) and full vesting under the RSP

• On-target: Fixed pay, full vesting under the RSP, on-target outturn under the annual bonus (50% of maximum) and threshold vesting
under the PSP (25% of maximum)
• Maximum: Fixed pay, full vesting under the RSP, maximum outturn under the annual bonus and full vesting under the PSP
• Maximum (with 50% share price growth): As shown in the “maximum” scenario, with 50% share price appreciation assumed for the
RSP and PSP
The fixed elements of remuneration are as follows (on an annualised basis):
Position

Name

Base salary

Benefits

Pension

Total fixed pay

Chief Executive Officer

Gavin Griggs

£500,000

£25,000

£40,000

£565,000

Executive Director

Duncan Penny

£450,000

£3,000

£36,000

£489,000

Executive Vice President, Asia

Andy Sng

S$300,000

S$77,000

S$19,500

S$396,500

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.
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.
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OTHER GOVERNANCE AND
STATUTORY DISCLOSURES
DIRECTORS

DIVIDENDS

The Directors of the Company in office at the date of this report
are as follows:

Dividends were paid and are proposed as follows:

Gavin Griggs
James Peters
Terry Twigger
Pauline Lafferty

Period

Polly Williams
Duncan Penny
Andy Sng

Payment date

First Quarter

All Directors will retire and, being eligible, offer themselves
for re-election at the forthcoming Annual General Meeting on
20 April 2021.

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.

Amount

2019
Comparative

–

–

17.0 pence

Second Quarter

9 October 2020

18.0 pence

18.0 pence

Third Quarter

15 January 2021

20.0 pence

20.0 pence

28 April 2021

36.0 pence

–

74.0 pence

55.0 pence

Fourth Quarter
(proposed)
Total

The proposed final dividend of 36.0 pence per share, which would
be paid on 28 April 2021 to members on the register as at
26 March 2021. This would make the total dividend for the year
74.0 pence (2019: 55.0 pence), which is an increase of 35%.

AUDIT COMMITTEE

SUBSTANTIAL INTERESTS

The members of the Audit Committee at the end of the financial
year were as follows:

Other than the Directors’ interests, as at 31 December 2020 the
Company was aware of the following interests in 3% or more of
the issued ordinary share capital of the Company:

Terry Twigger (Chair)
Polly Williams
Pauline Lafferty

Number of
shares

Percentage of
shares in issue

2,725,321

13.88

Kempen Capital Mgt

997,500

5.08

Mawer Investment Mgt

948,727

4.83

BlackRock Inc

837,311

4.26

Montanaro Investment Managers

757,214

3.86

Janus Henderson Group plc

652,612

3.32

Canaccord genuity Group Inc

598,777

3.05

Standard Life Aberdeen

During the period between 31 December 2020 and 2
March 2021, the Company did not receive any notice, under
the Financial Conduct Authority’s Disclosure Guidance &
Transparency Rules, of any shareholding increasing to 3.00% or
more.

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 2020 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 that 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 159)

Details of long‑term incentive plans

Remuneration Committee Report (page 129)

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 118)

Related tax relief is insignificant

Details of any arrangements under which a Director of the
Nothing to disclose
Company has agreed to waive future emoluments, details of
such waiver together with those relating to emoluments that 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 Nothing to disclose
or agreed to waive dividends
Agreements related to controlling Shareholder requirements under Nothing to disclose
LR 9.2.2ARD(1)

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 141 to 190 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 2020 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
Gavin Griggs
Chief Executive Officer
2 March 2021
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