
MARKETPLACE
OUR

We continue to expand our product portfolio to grow our addressable market 
and provide more products to our key customers where we are already an 
approved or preferred supplier. 

MACROECONOMIC TRENDS
Electronic devices are becoming ever more pervasive in our  
lives which means more demand for power conversion products 
across our target market sectors of healthcare, industrial, semifab 
and technology. 

More and more roles that are performed by people are rapidly being 
taken over by electronic machines and robotics as augmented 
intelligence advances. These devices all need safe reliable power 
to operate. In particular we expect long-term growth opportunities 
in the semiconductor equipment manufacturing sector driven by 
the Internet of Things (IoT), Big Data and Augmented Intelligence. 
The customers who make the equipment that fabricates these 
silicon devices value the XP Power proposition. We are one of the 
few companies in the world that can offer them the complete range 
of power products they require in their tools from the low voltage 
converters that power the control and electronics, to the RF Power 
to produce the plasma used in their process technology, to the high 
voltage products used for ion implantation. Our engineering services 
groups can also package these products together in one enclosure 
to provide a complete power solution that the customer can 
easily integrate into their tool. While this industry is cyclical we are 
confident that this sector has strong long-term growth prospects.

Healthcare is a particularly attractive sector for us with good long-
term growth trends due to medical advances, an ageing world 
population and a growing market for home healthcare products. 

MARKET SIZE AND OPPORTUNITY
We estimate that since expanding into the RF power and high voltage market XP Power has a 7% share of the available global market. Our 
overall share in the low voltage market is estimated at 8%. 

US$1,098
Million

TOTAL MARKET VALUE

12%
SHARE

US$679
Million

TOTAL MARKET VALUE

12%
SHARE

2%
SHARE

US$1,303
Million

TOTAL MARKET VALUE

5%*
SHARE

US$500
Million

TOTAL MARKET VALUE

2%
SHARE

US$1,200
Million

TOTAL MARKET VALUE

NORTH AMERICA
North America is a significant 
market for power electronics 
with many large customers, 
particularly in healthcare  
and semifab.

EUROPE
The European market is much 
more fragmented than North 
America or Asia. In particular 
it contains numerous smaller 
industrial companies as 
well as a number of larger 
healthcare companies.

ASIA
Although Asia is a large 
market much of it is not 
available to XP Power as 
many customers value 
purely cost over service and 
support. Nevertheless, there 
are a number of significant 
niches where our proposition 
is compelling. 

HIGH VOLTAGE
High voltage high power is 
an attractive market where 
we are finding many new 
opportunities since acquiring 
this product range.

*  Share is based on  
annualised revenue

RF POWER
The RF Power market is 
significant. The semiconductor 
equipment manufacturers 
are significant users of this 
product, but it is also used in 
healthcare and applications 
involving dielectric and 
induction heating.

The current tariff war between the USA and China is concerning as 
some of our products manufactured in China ship into the USA.  
We are working with our customers to mitigate the effect of these 
tariffs. We have an advantage over many of our competitors as  
we also have factories in Vietnam which are not subject to these 
new tariffs. 

While not immune to potential macro-economic and political 
impacts we are encouraged regarding our prospects for 2019.

THE MARKETS WE SERVE
We have a broad exposure to the Healthcare, Industrial, 
Semiconductor Equipment Manufacturing and Technology markets. 
Our customers are manufacturers of capital equipment and their 
end markets all exhibit different degrees of cyclicality. Generally, the 
Technology markets are most cyclical but it is clear that the long-
term growth prospects for technology are robust. Healthcare is our 
least cyclical sector with Industrial lying between Technology and 
Healthcare.

We have a diverse customer base of over 4,500 customers that we 
deal with directly and many more customers serviced through our 
distribution channels which have been growing strongly in recent 
years. The diversity of our business is a significant strength with 
no single customer exceeding more than 14% of revenue. Further, 
there is no single dominant player in the markets we address due to 
the diversity of customer requirements. We have no direct exposure 
to consumer products.
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61% of revenues

North America revenues were 
US$159.5 million in 2018 (2017: 
US$121.3 million), an increase of 
31%. The increase was 13% after 
excluding the revenues from the 
acquisitions of Comdel of US$19.7 
millions (2017: US$5.4 million) and 
Glassman of US$8.8 million (2017: 
US$nil). North America represented 
61% of overall revenues (2017: 57%).

The North America business 
particularly benefitted from the 
growth in the semiconductor 
equipment manufacturing sector but 
all sectors grew year on year. 

NORTH AMERICA 
US$ millions

31% of revenues 

Our European business grew by 
6% to £61.1 million (2017: £57.5 
million). All sectors grew year on 
year, but healthcare showed the 
strongest growth due to a number  
of larger medical programmes 
entering production from some of 
our larger customers.

EUROPE 
£ millions

8% of revenues

Asia revenues were US$19.9 million 
in 2018 (2017: US$19.0 million), an 
increase of 5% with the strongest 
growth in industrial and declines 
in healthcare and technology as 
programmes went end of life. Asia 
represented 8% of overall revenues 
(2017: 9%).

ASIA 
US$ millions

REVENUE TRENDS
The revenue trends for each sector are set out below:
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43% of revenues

Reported revenues for industrial 
grew 7% in 2018 (2017: 11%). 
The broad based recovery seen 
in industrials continued into 2018. 
Industrial is the most fragmented 
sector we deal in and very few of 
our top 30 customers are industrial 
despite the fact it made up 43% of 
our overall revenues. 

24% of revenues

Reported revenues for semifab  
grew 60% in 2018 (2017: 101%). 
This sector benefitted from a cyclical 
upturn in 2017 which continued into 
2018 but started to reverse at the 
end of 2018. The super growth we 
saw in this sector was also aided  
by significant new programmes  
and the acquisitions of Comdel  
and Glassman.

22% of revenues

Reported revenues for healthcare 
grew 4% in 2018 (2017: 36%).  
We had a number of significant new 
programmes ramp in 2017 which 
have continued into 2018. Our 
healthcare customers particularly 
value our high efficiency products 
which can operate without a fan 
and are therefore intrinsically more 
reliable. It also allows the customer 
to seal their equipment to prevent 
liquids entering the equipment.

11% of revenues

Reported revenues for technology 
grew 19% in 2018 (2017: 23%).  
Our technology customers can often 
have larger programmes that have 
shorter lifetimes than the seven  
to eight years we are used to in  
the sectors in which we operate. 
This can make this sector’s revenues 
more volatile from year to year. 

Revenue by geography is set 
out as follows expressed in 
US Dollars to highlight the 
underlying trends in North 
America and Asia and Sterling 
in Europe.
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OUR GROWTH DRIVERS
OUR MARKETPLACE:

DRIVER HOW WE’RE RESPONDING

ENERGY EFFICIENCY AND RELIABILITY
The requirement from customers and legislation for products to consume and waste 
less energy is driving demand for more efficient power converters. This goes hand 
in hand with reliability for critical applications as ultra-high efficiency products do 
not require relatively unreliable fans to cool them, and cooler systems mean key 
components such as electrolytic capacitors have longer lifetimes.

We have developed a portfolio of XP 
“Green” Power products with class- 
leading efficiencies. 

INNOVATION
Our customers possess a competitive need to launch new products offering 
increased productivity and functionality while reducing harmful environmental 
impacts. In addition, our customers are trying to differentiate their products from 
their competitors which frequently results in different or new power conversion 
requirements.

With the acquisitions of Comdel in 
September 2017 and Glassman in 
May 2018 we now have six design 
centres around the globe.

NEW PRODUCTS
The diverse product requirements of XP Power’s target market provide  
opportunities to enter new niches and provide flexible solutions.

We have the broadest range of 
standard products in our industry 
which are designed to be easy to 
modify to power the customer’s 
specific application.

PENETRATION
Our blue-chip customer base provides good opportunities to win additional new 
product programmes from multiple engineering teams across the globe. We have 
gained corporate approval at many blue-chip companies over the past few years. 
We are now capitalising on these approvals to win a larger share of the business  
that is available.

RF Power from the acquisition of 
Comdel and high voltage from the 
acquisition of Glassman increase 
our available market from US$3.1Bn 
to $4.8Bn.

HEALTHCARE
A global population that is both increasing and ageing, coupled with increased 
legislation, is driving the deployment of more healthcare devices, particularly in 
the home. This, in combination with new technologies and treatments becoming 
available, makes Healthcare an excellent sector for XP Power. The customers in this 
area demand the ultimate quality and reliability and appreciate and value XP Power’s 
value proposition.

We have the broadest, most up-to-
date range of medically approved 
power converters in our industry.
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MODEL
OUR BUSINESS

STRONG 
LEADERSHIP 
A strong Executive team 
with a clear strategic vision

STRONG 
RELATIONSHIPS
with our suppliers, 
employees and 
shareholders.

PEOPLE
An experienced and 
committed workforce 

TECHNOLOGY 
We are investing in 
our future through our 
investment in infrastructure 
and technology.

DESIGN
We have transitioned our business from a specialist distributor, to designer to design manufacturer.  
This has enabled us to ascend the value chain to grow our revenues and margins. Through acquisition 
we have moved further up the power and voltage scale so we can fulfil more of the opportunities 
presented to us by our target customers. We have design engineering teams on three continents  
– this allows us to release a high number of innovative new products required by this highly diversified 
market. These products often have class-leading energy efficiency and small footprints to meet the  
ever-higher demands of our key customers. Additional engineering service teams in Germany, North 
America, Singapore and the UK are able to provide value-added services close to our key customers. 
We are able to provide modified product solutions which allow the customer to more easily integrate  
the power converter into their equipment, therefore delivering a cost saving.

PRODUCTS
We have the broadest, most up-to-date product offering in the industry with over 250 product families in 
our portfolio. Our products are specific to the requirements of the various industries and applications we 
target. Our philosophy is to provide highly flexible products which are easy to modify.

This saves our customers the cost, time and risk of pursuing a fully customised solution. Our product 
portfolio has been enhanced with high voltage modules following the acquisition of EMCO in November 
2015, RF power from Comdel in September 2017 and now high voltage/high power products from 
Glassman in May 2018.

MANUFACTURING
We manufacture our own products and this provides us with the ability to ensure excellent quality, and 
an agile supply chain to meet customers’ lead time expectations.

BUILDING AND MANAGING RELATIONSHIPS WITH CUSTOMERS 
Our customers are at the heart of what we do. Our model is to sell directly to our key customers where 
we can add genuine value, offering excellent service and support combined with class-leading products.

We have carved out a leading position in our industry. An up-to-date, high efficiency product offering, 
delivered to our customers by the largest and most technically competent sales engineering team in the 
industry, backed up by highly- skilled power systems engineers, combined with the safety and reliability 
benefits of world-class manufacturing, provide a compelling value proposition to our customers.

SUPPLY CHAIN MANAGEMENT
The management of our supply chain is critical to our success. Quality and reliability are paramount 
to our customers who often provide critical healthcare or industrial systems. For that reason, we need 
excellent suppliers with high-quality standards.

We have a rigorous approval process which looks at all aspects of a supplier before we engage with 
them. This not only includes a prospective supplier’s quality systems and standards, but also their 
financial viability and, of course, their environmental performance and treatment of their people.

We are a full member of the Responsible Business Alliance (RBA) and have adopted the RBA Code 
of Conduct throughout our organisation. This not only deals with environmental standards but also 
treatment of people, health and safety and business ethics.

Our customers demand excellent quality and security of supply and strong corporate social 
responsibility standards.

QUALITY
Our stringent quality standards ensure the ultimate in quality and reliability. This is vital to our customers. 
This starts from the design phase right through to production and after sales support.

KEY ACTIVITIESKEY RESOURCES
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SALES CYCLE

IDENTIFICATION

QUOTATION

SAMPLEAPPROVAL

PRODUCTION

SALES CYCLE

1 2IDENTIFICATION QUOTATION

A new design programme is identified at 
a customer where we are an approved 
or preferred vendor. This is typically quite 
late in the customer’s development cycle 
as they will not usually know the total 
power requirement of their system until 
they have a working prototype.

An XP Power sales person will work 
with the customer to understand the 
requirements including the power 
requirements at different voltages, 
communication required between the 
power converter and end system, any 
specific safety agency requirements and 
the physical dimensions. XP Power will 
then advocate a solution and provide  
a quotation to the customer.  
This solution could be a modification  
of one of our standard products.

3

4

 SAMPLE

 APPROVAL

One or more samples are provided to 
the customer for them to evaluate in 
their system. This is a critical stage of 
the sale and we often find that the first 
company providing a sample that  
works in the equipment will win the 
design slot. Speed is therefore critical.  
Our power systems engineers will often 
work closely with the customer at this 
stage to assist them with any issues 
they might experience such as dealing 
with electrical noise.

The power converter is approved for 
use in the customer system following 
the customer’s technical evaluation 
and external safety agency approval. 
This is generally the longest part of the 
sales cycle as the technical and safety 
evaluation are very time consuming for 
the customer. XP Power will often add 
value by providing technical assistance 
during this stage and it is not unusual  
for us to have a technical power 
systems engineer working directly  
with the customer.

5  PRODUCTION

The customer commences production 
of their product and XP Power’s 
revenue stream starts. This is typically 
around seven years depending on the 
application and end market.

Our sales process is generally a technical sale, between XP Power sales engineer and customer design engineer. Our customers 
are typically experts in their field, whether it is a drug delivery device, a piece of complex factory control machinery or a high-end 
communications device operating in a harsh environment. They will approach a company such as ours to recommend and assist  
them to design a power converter into their end system to allow it to function.

Generally, with larger customers it is not possible to engage on a specific opportunity until we are on an approved or preferred vendor list. 
This will involve qualification by the customer’s technical, quality and purchasing teams and may often involve a physical audit of our quality 
systems and a factory audit.
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WE CREATE LONG TERM VALUE FOR STAKEHOLDERS:

OUR PEOPLE
  A diverse workforce

  A safe and healthy working environment 

  Talent management 

  Engagement

OUR CUSTOMERS
  Quality and value 

  Innovation and expansion to further enhance value 

  High efficiency product offering 

  Excellent service and support

OUR SUPPLIERS
  Fair negotiation

  Visibility on revenues

  Dealing with a member of the responsible business alliance

  Supply chain ethics and due diligence

OUR COMMUNITIES AND THE ENVIRONMENT
  Community initiatives

  Raising money for charities and volunteer work 

  A focus on reducing harmful emissions

  Environmentally friendly design concepts moving forward

OUR SHAREHOLDERS
  Progressive dividend policy

  Investing in a growing business with attractive  
margins and market opportunities

TEN YEAR DIVIDEND HISTORY 
(PENCE PER SHARE)
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THESE ENABLE US TO DIFFERENTIATE OURSELVES

1 2OUR PEOPLE OUR PRODUCTS

As in any business the most important 
asset is our people. We have a large and 
highly technically trained sales force.  
Our customers deal directly with a  
sales engineer that can solve their  
power conversion problems. We do 
not put our key customers through 
distribution channels. We also provide 
global support.

Our Executive Leadership Team, located 
on three different continents, is not only 
talented but given a relatively young 
average age has an impressive average 
length of service. The breadth and depth 
of experience and collective teamwork 
of our people deliver genuine value to 
our customers.

3

4

OUR DESIGN ENGINEERING

OUR GREEN INNOVATION

We have design engineering teams 
on three continents – this allows us to 
release a high number of innovative 
new products required by this highly 
diversified market. These products often 
have class-leading energy efficiency 
and small footprints to meet the ever-
higher demands of our key customers. 
Additional engineering service teams in 
Germany, North America, Singapore and 
the UK are able to provide value added 
services close to our key customers. 
We are able to provide modified product 
solutions which allow the customer 
to more easily integrate the power 
converter into their equipment, therefore 
delivering a cost saving.

Environmental considerations are 
becoming increasingly important to  
our customers. There is strong demand 
for products that consume less material, 
including harmful chemicals, and power 
converters that consume less energy.  
Our product portfolio reflects this 
with many products having class-
leading efficiencies and low stand-by 
power consumption.

5 OUR MANUFACTURING

Our Asian manufacturing bases in 
China and Vietnam are not only low 
cost but best-in-class. This capability 
is instrumental to winning new 
programmes with larger blue-chip 
customers that require the ultimate 
in quality and reliability. We also offer 
highly competitive lead times and flexible 
logistics arrangements.

We have the broadest, most up-to-date 
product offering in the industry with  
over 250 product families in our 
portfolio. Our products are specific 
to the requirements of the various 
industries and applications we target.  
Our philosophy is to provide highly 
flexible products which are easy to 
modify. This saves our customers the 
cost, time and risk of pursuing a fully 
customised solution. Our product 
portfolio has been enhanced with 
high voltage modules following the 
acquisition of EMCO in November 
2015 and RF power from Comdel in 
September 2017.

Our stringent quality standards ensure 
the ultimate in quality and reliability.  
This is vital to our customers. This starts 
from the design phase right through to 
production and after sales support.

6 OUR QUALITY

ADVANTAGES
OUR COMPETITIVE
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STRATEGY
OUR

Our vision is to be the first choice power solutions provider delivering the  
ultimate experience for our people and our customers.
XP Power has followed a clear and consistent dual track strategy of moving up the value chain through its internally developed products  
and adding complementary products through acquisitions to target key accounts where we can add genuine value.

NEW PRODUCT FAMILIES RELEASED
TARGET ACCOUNTS WHERE  
WE CAN ADD VALUE

VERTICAL PENETRATION  
OF FOCUS ACCOUNTS

RATIONALE We need a market-leading range 
of products to be attractive to our 
customers. The product range 
also needs to be broad due to the 
fragmented nature of the markets  
we serve which have a multitude  
of product requirements.

The broader and more up-to-date our 
product range the more chance we will 
have something that will work effectively 
in our target customers’ applications

We pride ourselves in the level of service 
and support we offer to our customers, 
particularly during the design-in stage.

We have a compelling proposition where 
customers expect excellent quality and 
reliability to power their mission-critical 
equipment, but in particular where they 
face a power problem due to either heat 
dissipation or electrical noise. These are 
the type of customers that we target.

We still have a relatively small share of 
the available business in some of the 
accounts we call on. We are continuing 
to expand our product portfolio so we 
can address more of the opportunities 
that are available in these accounts to 
grow our revenues.

PAST 
PERFORMANCE

Over the past few years we have been 
expanding our product portfolio and 
have developed a number of highly 
efficient, leading edge products.

We have targeted customers for  
which reliability is key or where their  
equipment may be located in harsh 
environments. These customers value 
the support and service that our highly 
trained sales force and power systems 
engineers deliver.

We have spent the last few years 
gaining approved or preferred supplier 
status at the key customers in the 
Industrial, Healthcare and Technology 
sectors. We are focused on this  
existing customer base in order to  
grow our revenues.

PLANNED 
FUTURE 
ACTIONS

Emphasis has now shifted towards 
products which still have leading 
efficiencies but which are more 
mainstream and attractive from  
a cost perspective.

We are prioritising our resource on the 
customers that fit our value proposition. 
We are de-emphasising customers that 
may have significant revenue potential 
but where cost is a more critical factor 
than quality and reliability or engineering 
support during the design phase.

As we expand our product offering 
through continued product development 
and acquisitions, we aim to address an 
increasing proportion of our customers’ 
requirements with our excellent service 
and support.

LINK TO KPIS  } New product families released

 } Proportion of own-designed 
revenue

 } Revenue  } Revenue from  
top 30 customers

LINK TO RISKS  } Competition from new market 
entrants and new technologies

 } Loss of key personnel or failure to 
attract new personnel

 } Dependence on key customers

 } Product recall/quality management

 } Dependence on key customers 

 } Product recall/quality management
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Our vision is to be the first choice power solutions provider delivering the  
ultimate experience for our people and our customers.
XP Power has followed a clear and consistent dual track strategy of moving up the value chain through its internally developed products  
and adding complementary products through acquisitions to target key accounts where we can add genuine value.

NEW PRODUCT FAMILIES RELEASED
TARGET ACCOUNTS WHERE  
WE CAN ADD VALUE

VERTICAL PENETRATION  
OF FOCUS ACCOUNTS

RATIONALE We need a market-leading range 
of products to be attractive to our 
customers. The product range 
also needs to be broad due to the 
fragmented nature of the markets  
we serve which have a multitude  
of product requirements.

The broader and more up-to-date our 
product range the more chance we will 
have something that will work effectively 
in our target customers’ applications

We pride ourselves in the level of service 
and support we offer to our customers, 
particularly during the design-in stage.

We have a compelling proposition where 
customers expect excellent quality and 
reliability to power their mission-critical 
equipment, but in particular where they 
face a power problem due to either heat 
dissipation or electrical noise. These are 
the type of customers that we target.

We still have a relatively small share of 
the available business in some of the 
accounts we call on. We are continuing 
to expand our product portfolio so we 
can address more of the opportunities 
that are available in these accounts to 
grow our revenues.

PAST 
PERFORMANCE

Over the past few years we have been 
expanding our product portfolio and 
have developed a number of highly 
efficient, leading edge products.

We have targeted customers for  
which reliability is key or where their  
equipment may be located in harsh 
environments. These customers value 
the support and service that our highly 
trained sales force and power systems 
engineers deliver.

We have spent the last few years 
gaining approved or preferred supplier 
status at the key customers in the 
Industrial, Healthcare and Technology 
sectors. We are focused on this  
existing customer base in order to  
grow our revenues.

PLANNED 
FUTURE 
ACTIONS

Emphasis has now shifted towards 
products which still have leading 
efficiencies but which are more 
mainstream and attractive from  
a cost perspective.

We are prioritising our resource on the 
customers that fit our value proposition. 
We are de-emphasising customers that 
may have significant revenue potential 
but where cost is a more critical factor 
than quality and reliability or engineering 
support during the design phase.

As we expand our product offering 
through continued product development 
and acquisitions, we aim to address an 
increasing proportion of our customers’ 
requirements with our excellent service 
and support.

LINK TO KPIS  } New product families released

 } Proportion of own-designed 
revenue

 } Revenue  } Revenue from  
top 30 customers

LINK TO RISKS  } Competition from new market 
entrants and new technologies

 } Loss of key personnel or failure to 
attract new personnel

 } Dependence on key customers

 } Product recall/quality management

 } Dependence on key customers 

 } Product recall/quality management

DRIVER HOW WE’RE RESPONDING

PROLIFERATION OF ELECTRONIC DEVICES
Electronic devices are becoming more and more pervasive in our lives as new 
technologies and innovation emerges. This trend is accelerating with the adoption 
of the Internet of Things (IoT), Augmented Intelligence (AI) and big data. These 
devices drive demand for semiconductor manufacturing equipment which is a 
key focus area for XP Power.

We have the broadest range of 
standard products in our industry 
which are designed to be easy to 
modify to power the customer’s 
specific application. Many of  
our products are suitable to  
power semiconductor  
manufacturing equipment.

LEGISLATION
Our industry continues to be the subject of an increasing raft of legislation from 
numerous countries and standard setters relating to areas such as environmental 
impacts, safety requirements, and above all energy efficiency. The compliance costs 
of keeping up with this legislation favour a company the size of XP Power, where we 
are large enough to be able to devote resources to this, yet agile enough to respond 
quickly with new products or documentation as required.

We have dedicated resources  
devoted to safety legislation which  
we are expanding.

CAPITAL EQUIPMENT
Our products are designed into and power capital equipment and as such are 
subject to the capital equipment cycles. While industrial company investment in 
capital has been subdued over recent history due to global economic conditions, 
new capital investment generally leads to greater productivity. We consider that the 
medium and long-term opportunities remain positive for capital equipment. This is 
particularly the case in emerging markets as we see labour costs rising significantly.

We have the largest direct sales  
force in our industry together with  
the broadest product portfolio  
so are well positioned to take 
advantage of any recovery in  
the capital equipment markets.

EXPANSION OF “GREEN” PRODUCTS
Climate change and emission of greenhouse gases is becoming an increasingly 
significant issue as emerging countries develop and urbanise. XP Power has taken 
a leading role in developing ultra-efficient products which consume and waste less 
energy and that are suitable for use in healthcare and industrial applications.

We have developed a portfolio of XP 
“Green” Power products with class- 
leading efficiencies and have the most 
environmentally friendly manufacturing 
facility in our industry.

THE OPPORTUNITIES FOR XP POWER – EXPANDING OUR ADDRESSABLE MARKET
The acquisitions of Comdel in September 2017 and Glassman High Voltage in May 2018 respectively bring Radio Frequency (RF) 
Power and high power/high voltage products to the Group. This expands our addressable market by an estimated US$1.7 billion. 
These new product ranges support can be sold to a number of our existing target customers in support of our strategy.
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BUILD A GLOBAL SUPPLY CHAIN WHICH 
BALANCES HIGH EFFICIENCY WITH MARKET 
LEADING CUSTOMER RESPONSIVENESS

LEAD OUR INDUSTRY ON 
ENVIRONMENTAL MATTERS

MAKE SELECTIVE ACQUISITIONS OF 
COMPLEMENTARY BUSINESSES TO 
 EXPAND OUR OFFERING

Since coming to the market in 2000 we have 
built a strong brand in the power converter 
market. This, together with our product portfolio 
and excellent customer service, has allowed 
us to consistently take market share and grow 
significantly. As the Company grows we need  
to upgrade our systems and process and in 
particular our supply chain processes in order 
to scale and run a much larger business as we 
continue to grow.

Strong corporate social responsibility is not 
only important to our key customers but also 
to our employees and the communities in 
which we operate. This incorporates not only 
environmental performance but also health  
and safety, treatment of our people and  
business ethics.

Our strong balance sheet and cash generative 
business model allow us the capacity to pursue 
business acquisitions. This is another avenue  
to expand our product offering and  
addressable market.

We have evolved from a distributor to a 
manufacturer, now having manufacturing  
facilities in China, Vietnam and North America.  
We have recruited supply chain talent to achieve 
this transformation.

We are a full member of the Responsible 
Business Alliance (RBA). The RBA Code of 
Conduct to which we comply addresses all 
of these important ethical and environmental 
matters which we strongly endorse.

Through acquisitions in the past 24 months, we 
have added both RF power to our product range 
and more recently high power/high voltage.

As the business continues to grow and become 
more complex we will continue to add talent to our 
supply chain operations in 2019.

In 2019 we will also be upgrading our ERP  
system in our sales companies and Asian 
manufacturing facilities.

We will remain a committed member of the RBA.

We strive to lead our industry on environmental 
matters and have a committee dedicated  
to raising awareness of “green” initiatives,  
however small.

We continue to look for acquisitions to expand 
our product offering and other capabilities.

 } Earnings per share  } Lifetime CO2 emissions savings from 
“green” products

 } New product families released

 } Loss of key personnel or failure to attract 
new personnel 

 } Cybersecurity/information systems failure

 } Risks relating to regulation, compliance  
and taxation

 } Loss of key personnel or failure to attract 
new personnel 

 } Strategic risk association with valuing or 
integrating new acquisitions

  For more information on our strategy in action  
please see pages 20 and 21

  For more information on our KPIs  
please see pages 22 and 23

  For more information on risks  
please see pages 36 to 41
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ACQUISITION OF ACQUISITION OF 
GLASSMAN HVGLASSMAN HV

OUR STRATEGY IN ACTION: 

RATIONALE
XP Power completed the acquisition of 
Glassman High Voltage in May 2018. 
Glassman has been designing and 
manufacturing high voltage, high power 
products for more than 40 years.

Glassman’s products and engineering 
capabilities enhances the Group’s ability to 
implement its strategy of winning a greater 
share of business from its core customers 
by achieving wider vertical penetration of 
key accounts. In addition to expanding 
our capabilities in our core customers the 
Glassman products will also bring a number 
of new customers to the Group including 
new technologies in research laboratories 
and universities.

The below chart shows the wide product 
gap that the Glassman acquisition fills. XP 
estimates this market to be approximately 
US$500 million in market size. Together with 
our other recent acquisitions, Glassman’s 
market leading product range coupled with 
XP’s sales organisation, present an exciting 
opportunity to capture market share.

LINK TO STRATEGIC 
OBJECTIVES:

  Acquire businesses to expand 
our offering

  Vertical penetration of our  
focus accounts

  Develop a broad range of  
competitive products

Glassman, based in New Jersey, USA, 

supplies the industrial, healthcare and 

semiconductor sectors with a range 

of standard, modified and custom 

high voltage, high power conversion 

products, which are generally used in 

applications involved in the ionization 

and acceleration of particles.

Market size – 
$2.7Bn

XP – $210m

Market size – $1.2Bn
XP – $20m

Market size – $0.5Bn
XP – $18m

Market size – $250m
XP – $13m

5V 24V 60V 400V 800V 6KV 10KV 30KV 60KV 100KV+

1W

10W

30W

75W

140W

500W

1.5KW

3KW

5KW

10KW

50KW

100KW+

H I G H  V O L T A G E

 

H I G H  V O L T A G E

  XP organic product development 
focused on “fill in products” within 
the core portfolio 

  Started by building presence in 
Higher Power/ High Voltage through 
XP HV 

  The acquisition of Comdel allowed 
access to high power RF 

  The acquisition of Glassman HV 
allowed access to High Power/High 
Voltage

STRATEGY IN ACTION – PRODUCT PORTFOLIO
The addition of Emco, Comdel and Glassman increases XP’s product portfolio significantly
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HIGH POWER/
HIGH VOLTAGE 
APPLICATIONS

OUR STRATEGY IN ACTION: 

ORIGINAL EQUIPMENT MANUFACTURERS

Existing XP Power customer base
Vertical penetration of focus accounts
Fills power gaps, expanding product range
High reliability applications

Medium volume/large programme values

KEY APPLICATIONS

Semiconductor equipment manufacturers
Analytical instrumentation
Vacuum plasma processes
Medical treatment and diagnostics
Test equipment
Manufacturing process applications

Typical applications are 10 to 250 kilovolts

EXAMPLE: ION IMPLANTERS

Ion implanters used in semiconductor manufacturing equipment 
use high voltage power supplies to drive Boron or Phosphorous 
atoms into silicon crystal lattices to control the flow of electricity 
through the silicon to make transistors – the building blocks from 
which chips are made.

RESEARCH AND DEVELOPMENT

National research laboratories and universities
Enabling next generation developing technologies
Forefront of technology commercialisation
Establishes brand recognition

Low volume/high margin

KEY APPLICATIONS

Particle accelerators
Neutron sources
Free electron lasers
Pulse forming networks 
Lifesciences

Typical applications are 5 to 500 kilovolts

EXAMPLE: PARTICLE BEAM ACCELERATORS

A particle accelerator is a machine that uses high voltage and 
electromagnetic fields to propel charged particles to very high 
speeds and energies in a well-defined beam. Used for particle 
physics research including oncological purposes, radioisotope 
production for medical diagnostics, mass spectrometers and 
ion implanters.

XP GLASSMAN 

XP MarketingXP Sales

Combining XP Power’s Sales and Marketing expertise with the Glassman product portfolio to deliver 
customer solutions
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INDICATORS
OUR KEY PERFORMANCE

We have defined a number of Key Performance Indicators (KPIs), both financial  
and non-financial, which are closely aligned with our strategy and core values. 
Our performance over the years demonstrates significant and consistent progress.

FINANCIAL NON-FINANCIAL

REVENUE GROWTH 
REVENUE FROM
TOP 30 CUSTOMERS (%)

PROPORTION OF  
OWN-DESIGNED REVENUE (%)

ADJUSTED DILUTED
EARNINGS PER SHARE 
GROWTH (%)

NEW PRODUCT FAMILIES 
RELEASED

CULTURAL  
SURVEY SCORE 
(INDEX OUT OF 100)

LIFETIME CO2 EMISSION 
SAVINGS FROM “GREEN” 
PRODUCTS (TONNES)

195.1

166.8

129.8

109.7

101.1

2018

2017

2016

2015

2014

52

50

44

44

40

2018

2017

2016

2015

2014

80

76

73

68

66

2018

2017

2016

2015

2014

DEFINITION We target revenue growth of 10% per 
annum. Whether we achieve this or 
not can depend on market cyclicality 
and exchange rates.

We expect revenue from our top 30 
customers to increase as we pursue 
our strategy.

We have now achieved the 80% 
target we had set ourselves. 

We target to grow this metric 
by a double digit percentage 
each year.

Not all products are equal in 
terms of their complexity to 
develop or their revenue potential. 
In assessing new product 
opportunities, we consider the 
potential revenue from a new 
product family as well as the 
absolute number of new product 
introductions. We target 30 new 
releases per annum. 

We target to improve this score each 
year with the long-term aim to achieve 
a score of 67 which will put us in the 
“clearly the best” category as defined by 
the external consultant assisting us with 
the survey.

We have set a target to increase the 
lifetime CO2 emissions savings from 
XP “Green” Power products by at 
least 5% per annum.

TARGET ACHIEVED 
(AND COMMENTARY)

 } Yes  } Yes  } Yes  } Yes  } No  } No  } No

OUR PROGRESS 
IN 2018

 } Successfully increased our 
share of the semi-conductor 
manufacturing equipment market

 } We expanded our product 
offering, both organically and 
through acquisition

 } Revenue from our top 30 
customers represented 52% 
(2017: 50%) of revenue. 

 } In 2018, revenue from our own-
designed/own-manufactured 
products grew 22% from £127.4 
million in 2017 to £155.3 million in 
2018. This now represents 80% 
of revenue.

 } Acquired Glassman HV to 
expand our product offering 
and addressable market

 } Balanced the need for 
additional investment  
in people to underpin  
future growth

 } We released 27 new product 
families in 2018 (2017: 27)

 } 20 (2017: 19) of these new 
product families can be 
classified as “Green XP 
Power” products

We continue to undertake an annual 
employee cultural survey to identify the 
areas our people tell us where we can 
improve to drive operational excellence. 

Using the results of this survey we have:

 } Improved our on-boarding process

 } Continued training and development 
for employees and managers 
to extract maximum benefit and 
provide career progression

 } Of the 27 new product families 
launched in 2018, 20 were 
ultra-high efficiency products

 } Our revenues from XP “Green” 
Power products increased 6% 
to £42.1 million in 2018

 } CO2 emission savings declined 
in 2018 due to product mix 

OUR PLANS  
FOR 2019 

 } Leveraging off the new products 
gained through acquisition

 } Provide increasing support to 
our customers through our 
engineering solutions group

 } Expand our distribution channels

 } Continue to grow our share of 
customers’ business where 
we are preferred or approved 
suppliers. 

 } Expansion of our product 
portfolio to increase our 
addressable market in our 
existing customer base. 

 } Continue to drive this metric 
through investment in our product 
development group, combined 
with growth from our Engineering 
Solutions Group. 

 } Commence production 
of second Vietnam 
manufacturing facility, 
significantly increasing  
overall capacity

 } Upgrade and harmonise the 
ERP system

 } Target 25 new product 
releases in 2019 with 
continued focus on high 
power products.

 } Drive individual teams to come 
up with plans to address the 
opportunities identified in the 
cultural survey

 } Continue training and development 
for employees and managers 
to extract maximum benefit and 
provide career progression

 } We will continue to release 
products with class-leading 
efficiency

LINK TO STRATEGY  } Target accounts where we can 
add value

 } Vertical penetration  
of focus accounts

 } Develop a broad range of 
competitive products

 } Achieve operational 
excellence

 } Develop a broad range of 
competitive products

 } Achieve operational excellence  } Leading our industry on 
environmental matters

LINK TO CORE VALUES
SPEED

CUSTOMER 
FOCUS

CUSTOMER 
FOCUSFLEXIBILITY KNOWLEDGE FLEXIBILITY SPEED KNOWLEDGE FLEXIBILITY KNOWLEDGE INTEGRITY

LINK TO RISK 1 2 3 4 5 9 10 1 2 3 5 9 1 2 3 5 9 1 2 3 4 5

6 7 8 9 10

2 3 9 7 9 5 7
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We have defined a number of Key Performance Indicators (KPIs), both financial  
and non-financial, which are closely aligned with our strategy and core values. 
Our performance over the years demonstrates significant and consistent progress.

FINANCIAL NON-FINANCIAL

REVENUE GROWTH 
REVENUE FROM
TOP 30 CUSTOMERS (%)

PROPORTION OF  
OWN-DESIGNED REVENUE (%)

ADJUSTED DILUTED
EARNINGS PER SHARE 
GROWTH (%)

NEW PRODUCT FAMILIES 
RELEASED

CULTURAL  
SURVEY SCORE 
(INDEX OUT OF 100)

LIFETIME CO2 EMISSION 
SAVINGS FROM “GREEN” 
PRODUCTS (TONNES)

172.8

147.0

115.3

104.3

101.1

2018

2017

2016

2015

2014

27

27

47

22

26

2018

2017

2016

2015

2014

63.4

63.0

62.0

62.9

59.2

2017

2018

2019

2016

2015

236,000

291,000

158,000

133,000

102,200

2018

2017

2016

2015

2014

DEFINITION We target revenue growth of 10% per 
annum. Whether we achieve this or 
not can depend on market cyclicality 
and exchange rates.

We expect revenue from our top 30 
customers to increase as we pursue 
our strategy.

We have now achieved the 80% 
target we had set ourselves. 

We target to grow this metric 
by a double digit percentage 
each year.

Not all products are equal in 
terms of their complexity to 
develop or their revenue potential. 
In assessing new product 
opportunities, we consider the 
potential revenue from a new 
product family as well as the 
absolute number of new product 
introductions. We target 30 new 
releases per annum. 

We target to improve this score each 
year with the long-term aim to achieve 
a score of 67 which will put us in the 
“clearly the best” category as defined by 
the external consultant assisting us with 
the survey.

We have set a target to increase the 
lifetime CO2 emissions savings from 
XP “Green” Power products by at 
least 5% per annum.

TARGET ACHIEVED 
(AND COMMENTARY)

 } Yes  } Yes  } Yes  } Yes  } No  } No  } No

OUR PROGRESS 
IN 2018

 } Successfully increased our 
share of the semi-conductor 
manufacturing equipment market

 } We expanded our product 
offering, both organically and 
through acquisition

 } Revenue from our top 30 
customers represented 52% 
(2017: 50%) of revenue. 

 } In 2018, revenue from our own-
designed/own-manufactured 
products grew 22% from £127.4 
million in 2017 to £155.3 million in 
2018. This now represents 80% 
of revenue.

 } Acquired Glassman HV to 
expand our product offering 
and addressable market

 } Balanced the need for 
additional investment  
in people to underpin  
future growth

 } We released 27 new product 
families in 2018 (2017: 27)

 } 20 (2017: 19) of these new 
product families can be 
classified as “Green XP 
Power” products

We continue to undertake an annual 
employee cultural survey to identify the 
areas our people tell us where we can 
improve to drive operational excellence. 

Using the results of this survey we have:

 } Improved our on-boarding process

 } Continued training and development 
for employees and managers 
to extract maximum benefit and 
provide career progression

 } Of the 27 new product families 
launched in 2018, 20 were 
ultra-high efficiency products

 } Our revenues from XP “Green” 
Power products increased 6% 
to £42.1 million in 2018

 } CO2 emission savings declined 
in 2018 due to product mix 

OUR PLANS  
FOR 2019 

 } Leveraging off the new products 
gained through acquisition

 } Provide increasing support to 
our customers through our 
engineering solutions group

 } Expand our distribution channels

 } Continue to grow our share of 
customers’ business where 
we are preferred or approved 
suppliers. 

 } Expansion of our product 
portfolio to increase our 
addressable market in our 
existing customer base. 

 } Continue to drive this metric 
through investment in our product 
development group, combined 
with growth from our Engineering 
Solutions Group. 

 } Commence production 
of second Vietnam 
manufacturing facility, 
significantly increasing  
overall capacity

 } Upgrade and harmonise the 
ERP system

 } Target 25 new product 
releases in 2019 with 
continued focus on high 
power products.

 } Drive individual teams to come 
up with plans to address the 
opportunities identified in the 
cultural survey

 } Continue training and development 
for employees and managers 
to extract maximum benefit and 
provide career progression

 } We will continue to release 
products with class-leading 
efficiency

LINK TO STRATEGY  } Target accounts where we can 
add value

 } Vertical penetration  
of focus accounts

 } Develop a broad range of 
competitive products

 } Achieve operational 
excellence

 } Develop a broad range of 
competitive products

 } Achieve operational excellence  } Leading our industry on 
environmental matters

LINK TO CORE VALUES
SPEED

CUSTOMER 
FOCUS

CUSTOMER 
FOCUSFLEXIBILITY KNOWLEDGE FLEXIBILITY SPEED KNOWLEDGE FLEXIBILITY KNOWLEDGE INTEGRITY

LINK TO RISK 1 2 3 4 5 9 10 1 2 3 5 9 1 2 3 5 9 1 2 3 4 5

6 7 8 9 10

2 3 9 7 9 5 7

  For more information on our strategy  
please see pages 18 to 21

  For more information on risks  
please see pages 36 to 41

  For more information on our core values  
please see pages 44 and 45

  For more information on sustainability 
please see pages 42 to 53
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OPERATIONAL REVIEW
PERFORMANCE:

“ XP Power has enjoyed another excellent 
year, building our position in our chosen 
markets, expanding our product 
portfolio both through acquisition and 
organically and making significant 
progress towards the achievement 
of our vision of being the first-choice 
power solutions provider, delivering 
the ultimate experience to our 
customers and our people.”

Duncan Penny
Chief Executive Officer

REVIEW OF OUR YEAR
XP Power has enjoyed another 
excellent year, building our 
position in our chosen markets, 
expanding our product portfolio 
both through acquisition 
and organically and making 
significant progress towards 
the achievement of our vision 
of being the first choice power 
solutions provider, delivering 
the ultimate experience to our 
customers and our people. 

The consistent execution of our strategy has 
led to another year of successive growth in 
order intake, revenue, adjusted operating 
profit and adjusted earnings per share. All 
market sectors showed revenue growth over 
2017. The first half of 2018 saw extremely 
good growth from our semiconductor 
equipment manufacturing sector which then 
softened in the second half of the year, in 
line with wider market performance and in 
particular the fourth quarter as detailed in the 
Group’s Trading Update on 14 January 2019. 
In contrast the industrial, healthcare and 
technology sectors all showed growth in the 
second half of 2018 versus the first half and 
remained robust in the fourth quarter.

Our design win pipeline was strong in 
2018, boding well for continued future 
market share and revenue growth. We also 
continued to move our product portfolio 
up to higher power and technically more 
complex applications, and to expand 
the number of design wins with higher 
engineering solutions content.

We announced the acquisition of Glassman 
High Voltage in May 2018. This business 
gives XP Power an entry into the high 
voltage, high power market. We are one of 
the few companies in the world that can 
offer our customers a complete range of 
power solutions across voltage and power. 
This makes us an ideal partner to many of 
our target customers and greatly expands 
our value proposition.

MARKETPLACE
All industry sectors and all geographies 
experienced revenue growth in 2018 over 
2017 and, significantly, sequential growth 
in the second half of 2018 over the first half 
with the exception of the semiconductor 
equipment manufacturing sector. 

The order performance was also strong, 
with order intake up 8% on a reported basis 
to £198.4 million (2017: £184.3 million). In 
constant currency this growth was 12% and 
on a like-for-like basis, excluding the Comdel 
and Glassman acquisitions growth was 5%. 
The resulting book-to-bill ratio was 1.02.

Overall revenues grew 17% to £195.1 
million (2017: £166.8 million) on a reported 
basis. In constant currency the growth 
was 21% or 11% on a like-for-like basis, 
excluding the Comdel and Glassman 
acquisitions. 

The average exchange rate for US Dollar 
to Sterling was 1.34 in 2018 versus 1.28 in 
2017, representing a 5% strengthening.  
We discuss the impact of foreign  
exchange volatility in more detail  
in our Financial Review.

MARKETPLACE: SECTOR 
DYNAMICS
Revenues from industrial customers grew 
7% to £83.7 million (2017: £78.1 million) as 
the recovery in that sector continued into 
2018. Revenues from industrial customers 
represents 43% (2017: 47%) of overall 
revenues but very few of these customers 
make it into our top 30 customer list due to 
the highly fragmented nature of this market. 
The applications in this sector are very 
diverse and include test and measurement 
equipment, displays, factory automation, 
smart grid and industrial printing; the 
areas that drove the 2018 growth included 
distribution, analytical instrumentation, 
defence and industrial printing. All items 
of industrial equipment that are electrically 
powered will require a power converter. The 
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“ All industries 
and geographies 
experienced growth 
in 2018”semiconductor manufacturing equipment 

sector has been an interesting area for XP 
Power. Revenues from these customers 
grew 60% to £47.4 million (2017: £29.7 
million). Revenues from semiconductor 
manufacturing equipment sector customers 
represented 24% of overall revenues (2017: 
18%). In the first half of 2018 we benefitted 
from a cyclical upswing in that sector which 
began in 2017, combined with strong 
market share gains and the revenues from 
the acquisition of Comdel and Glassman. 
Our expansion into high voltage and 
high power products, combined with our 
engineering services offering, has made us 
an attractive supplier to that industry. The 
new products we have allow us to service 
considerably more of the opportunities 
we see in this sector. The sector slowed 
significantly in the second half of 2018, 
as widely reported, and this impacted our 
fourth quarter order intake and revenues.

Despite the sector’s cyclicality this market 
remains highly attractive due to its robust 
fundamentals, which are being driven by 
the proliferation of applications involving the 
Internet of Things (IoT), Artificial Intelligence 
(AI), autonomous vehicles and Big Data.

Revenues from healthcare customers grew 
4% to £43.6 million (2017: £41.8 million) 
representing 22% of overall revenues 
(2017: 25%). Healthcare remains another 
attractive market for XP Power given the 
breadth of our medical product range and 
high level of customer service. These are 
demanding customers in terms of quality 
and reliability, and this means our value 
proposition is attractive to these customers. 
We provide mission-critical power solutions 
for numerous applications in the healthcare 
arena from patient contact applications, 
to diagnostic equipment such as MRI 
and ultrasound, through to laboratory 
equipment. There are special requirements 
and regulatory approvals regarding a 
medical power solution. Healthcare tends to 
be much less cyclical than the other sectors 
we address which adds resilience to our 
diversified business model.

Revenues from technology customers grew 
19% to £20.4 million (2017: £17.2 million) 
representing 11% of overall revenues  
(2017: 10%). Typical applications in 
technology include areas such as 
broadcast, high-end communications such 
as satellite and telecom base stations, and 
high-end computing. These programmes 
are often quite large but generally have 
much shorter lifetimes than the seven to 
eight years which are typical in the other 
market sectors.

MARKETPLACE: NORTH AMERICA

North America revenues were US$159.5 
million in 2018 (2017: US$121.3 million), an 
increase of 31%. The increase was 13% after 
excluding the revenues from the acquisitions 
of Comdel of US$19.7 million (2017: US$5.4 
million) and Glassman of US$8.8 million 
(2017: US$nil). North America represented 
61% of overall revenues (2017: 57%).

The North America business particularly 
benefitted from growth in the semiconductor 
equipment manufacturing sector but all 
sectors grew year-on-year. 

Order intake in North America was 
US$158.1 million (2017: US$139.2 million), 
an increase of 14% resulting in a book-
to-bill ratio of 0.99. The increase was 2% 
after excluding the order intake from the 
Comdel acquisition of US$14.6 million 
(2017: US$7.7 million) and Glassman of 
US$9.4 million (2017: US$nil). Comdel had 
exceptionally strong order intake in the 
fourth quarter of 2017 as semiconductor 
manufacturing equipment makers placed 
orders for delivery throughout 2018. 

MARKETPLACE: TARIFFS AND 
TRADE WARS

The Section 301 tariffs which the USA 
Government has imposed upon Chinese 
sourced products has a mixed impact on 
XP Power. From 24 September 2018 a 
10% tariff has been imposed on power 
converters imported from China where XP 
Power has a manufacturing facility. There 
are proposals to increase this to 25% if 
there is not a satisfactory outcome to USA/
China trade negotiations. Where possible 
we have been recovering some of these 
tariffs from customers where we are able. 

However, XP Power’s facility in Vietnam has 
presented a notable opportunity over many 
of our competitors who largely manufacture 
in China as Vietnam is not caught by these 
new tariffs. We have been moving the lower 
power products from China to Vietnam and 
the Section 301 tariffs development has 
caused us to accelerate this process. We are 
fortunate to be bringing our second Vietnam 
facility on stream in the second quarter 
of 2019 which we expect will give us a 
competitive advantage in respect of the USA 
tariff situation.

MARKETPLACE: EUROPE

Our European business grew by 6% to 
£61.1 million (2017: £57.5 million). All 
sectors grew year-on-year, but Healthcare 
showed the strongest growth due to a 
number of larger medical programmes 
entering production from some of our 
larger customers. The semiconductor 
manufacturing equipment business in 
Europe is currently insignificant.

Europe represented 31% of overall revenues 
(2017: 34%).

Order intake in Europe was £64.6 million 
(2017: £61.5 million), an increase of 5% 
resulting in a book to bill ratio of 1.06.

MARKETPLACE: ASIA

Asia revenues were US$19.9 million in 
2018 (2017: US$19.0 million), an increase 
of 5% with the strongest growth in 
industrial and declines in healthcare and 
technology as programmes went end 
of life. Asia represented 8% of overall 
revenues (2017: 9%).

Order intake in Asia was US$21.4 million 
(2017: US$19.0 million), an increase of 13% 
resulting in a book to bill ratio of 1.08.
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OPERATIONAL REVIEW
PERFORMANCE:

SUPPLY CHAIN
As previously announced, during the first 
half of 2018 we started to see significant 
tightening of the supply chain for certain 
electronic components which resulted 
in increased lead times and component 
cost inflation. In response, we went into 
the market to secure supplies of critical 
components, at prices beyond our standard 
costs, in order to ensure we could continue 
to meet our lead times to customers. Lead 
times for certain components increased 
dramatically, in some cases lead times 
moved from 12 to 52 weeks. The result 
of these lead time extensions meant we 
have had to increase our safety inventories 
significantly. The higher prices we had to 
pay for components were a drag on gross 
margins in the second half of 2018 which 
were offset by other cost savings and 
favourable product mix.  

Recently, the supply of certain components 
such as multi-layer ceramic capacitors and 
chip type resistors has started to improve 
but many of the active power semiconductor 
devices we use remain on long lead times. 
We will continue to proactively manage our 
inventory to ensure continuity of supply but 
expect the levels to reduce in 2019 and 2020 
as lead times reduce. 

ADAPTING TO THE 
MARKET AND THE 
COMPETITION
Since listing on the London Stock Market  
in 2000, XP Power has evolved from  
a specialist distributor of power conversion 
products to a designer and then 
manufacturer of power solutions for the 
industrial, semiconductor manufacturing 
equipment, healthcare and  
technology markets.

We continue to perform well against our 
traditional established competition. Our 
broad range of standard products, now 
augmented by recent acquisitions, and 
excellent customer service delivered by the 
largest direct sales force in our industry is an 
attractive customer proposition. We are now 
one of very few power solutions providers 
who can supply our target customers with 
a complete portfolio of products from low 
to high power and low to high voltage,  
including RF power. This, combined with our 
engineering services offering, where we take 
standard products and tailor them to provide 
complete plug and play power systems, 
makes us a compelling business partner. 

We expect future competitors to emerge 
from Asia as companies with low cost 
manufacturing and engineering attempt to 
enter parts of the industrial and healthcare 
markets in Europe and North America. 
We need to continually adapt our product 
offering and services to respond to 
this threat.

Low cost Asian competitors continue to 
become more prevalent, particularly in 
the low power/low complexity end of the 
market. It is straightforward to source low 
cost/low power products directly from Asian 
manufacturers. Engineering solutions are 
not easily managed remotely and work 
most effectively when situated close to the 
customer so design discussions and design 
reviews can take place face-to-face. We 
continue to add more and more value to our 
customers as we expand our engineering 
service groups across the globe.
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In addition to providing a higher content of 
engineering solutions, we have moved our 
product portfolio up in terms of power level 
and complexity to help protect our business 
from low cost Asian competition, which 
remains a significant threat. Specifically, 
we have expanded the capability within 
our product portfolio with the acquisition 
of Comdel, which gives us RF power at 
high power levels and more recently with 
Glassman, which provides very high power 
at very high voltage.

We are building a broad and compelling 
product offering which will make us an 
increasingly attractive partner for leading 
companies in the industrial, healthcare, 
semiconductor manufacturing equipment 
and technology sectors to choose to power 
their mission-critical applications.

We are building a 
broad and compelling 

product offering

 

STRATEGIC PROGRESS
We have followed a consistent strategy 
which has enabled us to produce strong 
results over a sustained period of time. 
The fundamental essence of the strategy 
– targeting key accounts where we can 
add value and gaining more of the available 
business in those accounts – continues 
to remain appropriate and effective. We 
constantly challenge and refine our strategy,  
as we have done again in 2018.

Our strategy can be summarised as follows:

 } Develop a market-leading range of 
competitive products, organically and 
through selective acquisitions;

 } Target accounts where we can  
add value;

 } Increase vertical penetration of target 
accounts;

 } Build a Global Supply Chain which 
balances high efficiency with market 
leading customer responsiveness;

 } Lead our industry on environmental 
matters; and

 } Make selective acquisitions in  
identified strategic markets or of 
complementary businesses to  
expand our product offering.

We continue to make significant progress 
against each of these strategic objectives. 
We believe we have the broadest, most up-
to-date portfolio of products, many of which 
are class-leading in terms of efficiency and 
low stand-by power. We also continue 
to see revenues from our own-designed/ 
manufactured products grow at a faster rate 
than those from other products.

We consider that our transition from a 
specialist distribution company, through the 
addition of a design capability, to designer 
and manufacturer is now complete. We are 
now clearly recognised as both a designer 
and manufacturer by key customers in 
our target markets. Revenues from our 
own-designed products set a new record 
of £155.3 million in the year (2017: £127.4 
million), representing 80% of revenue 
(2017: 76%).
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OPERATIONAL REVIEW
PERFORMANCE:
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We expect further improvement in the mix of 
own-designed products in 2019. We are now 
moving our business further up the value 
chain by providing our key customers with 
higher levels of engineering solutions where 
we add value, enabling the customer to 
more easily integrate the power solution into 
their critical systems. These services range 
from providing simple voltage and connector 
changes, through to changes in mechanical 
format, the addition of thermal management, 
communication to the customer’s end 
equipment utilising firmware and ultimately 
full custom designs. This is a much more 
engineering intense activity but does mean 
we work very closely with the customer’s 
design engineers to provide them with a 
complete power solution in the shortest 
possible time, delivering genuine value.

ACQUISITION OF 
GLASSMAN HV
On 25 May 2018 XP Power acquired the 
business and assets of Glassman High 
Voltage, a designer and manufacturer  
of high voltage, high power, power 
converters. The acquisition also included 
the purchase of Glassman’s small  
European sales business. 

Glassman’s products and 
engineering capabilities 

have enhanced the Group

Total consideration of US$47.5 million 
(£35.7 million) was paid in cash on 
completion. The acquisition was on a debt 
and cash free basis and was funded with a 
US$45.0 million extension of the Group’s 
existing revolving credit facility.

We share several customers with 
Glassman and while there is no direct 
overlap in product lines, the power supply 
solutions of the two companies are highly 
complementary. Glassman’s products and 
engineering capabilities have enhanced the 
Group’s ability to implement its strategy of 
winning a greater share of business from 
its largest customers by achieving wider 
vertical penetration of key accounts.

The business is being integrated into 
the Group well, and we are already 
finding exciting new opportunities for 
these products in our existing and new 
customers. As well as a product offering 
suitable for an array of applications used 
by some of XP Power’s existing customer 
base, Glassman has also brought a number 
of new customers to the Group.

We are building a broad and compelling 
product offering which will make us an 
increasingly attractive partner for leading 
companies in the industrial, healthcare, 
semiconductor manufacturing equipment 
and technology sectors to choose to power 
their mission-critical applications.

MANUFACTURING
In October 2017 we commenced 
construction of a second manufacturing 
facility in Vietnam on our existing site 
near Ho Chi Minh City. Construction of 
this second facility is now complete and 
we expect to begin production during 
the second quarter of 2019. In terms of 
end revenues, our existing manufacturing 
capacity in China and Vietnam I is $170 
million. Vietnam II conservatively adds an 
additional $130 million of capacity bringing 
our total Asia manufacturing capacity up to 
$300 million. 

This additional capacity is necessary to 
accommodate our growth trajectory. It also 
gives us the opportunity to transfer the 
production of more products from China 
to Vietnam, thereby saving the costs of the 
Section 301 Tariffs currently imposed on 
Chinese goods by the authorities in  
the USA. We believe this will give us  
a competitive cost advantage over  
many of our competitors with Chinese  
based manufacturing. 

Our end objective is to have the flexibility to 
be able to build all products in either China 
or Vietnam to provide flexibility and robust 
business continuity planning.

ENGINEERING SOLUTIONS
As well as expanding our product 
offerings, we have continued to expand 
our engineering solutions groups in 
Asia, Europe and North America. Our 
customers frequently require a high degree 

of customisation to allow the power 
conversion system to operate within their 
end equipment or simply to make it easier 
for the customer to integrate the power 
conversion solution into their application. 
Our engineering solutions groups work 
closely with the customer’s engineering 
teams to provide these customised 
solutions. Speed and proximity to the 
customer are critical as the power solution 
is often one of the last parts of the system 
to be designed so is invariably one of the 
gating items to get the end product to 
market. This is an area where XP Power  
adds significant value to the customer and 
we are seeing increasing demand for  
these services. 

RESEARCH AND 
DEVELOPMENT
We have continued to invest in research and 
development to further expand our portfolio 
of products and the size of our addressable 
market opportunity. In particular, we 
increased our design engineering resource 
and capabilities during 2018. We released 
27 new product families in 2018 (2017: 27) 
and 20 (2017: 19) of these can be classified 
as “Green XP Power” products having ultra-
high efficiency and/or low standby power.

 

27 NEW  
product families

 
One example is a high efficiency 4,500 watt 
product which has a variable, rather than 
fixed output voltage, that can be adjusted 
via a digital control. This is an example of 
moving up the power and complexity level, 
producing more sophisticated products 
which can communicate directly with the 
customer’s system.

Duncan Penny
Chief Executive Officer
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OUR SUPPLY CHAIN
PERFORMANCE:PERFORMANCE:

“ We will also continue to 
strengthen our systems and 
processes in order to build 
a global supply chain which 
balances high efficiency with 
market leading customer 
responsiveness.”

Adrian Irwin
Executive Vice President Global  
Manufacturing & Operations

REVIEW OF OUR YEAR
As our business has grown 
from a specialist distributor 
to designer/manufacturer our 
supply chain has naturally 
become more complex. We now 
have manufacturing facilities in 
China, Vietnam and the USA. 

VIETNAM
We have just completed the construction of 
the second manufacturing facility in Vietnam 
which is adjacent to our existing Vietnam 
facility. This conservatively adds an additional 
$130 million of end revenue capacity, 
bringing the combined capacity of our Asia 
manufacturing footprint to $300 million. 

Vietnam has proved a good location for 
the Group. The performance of Vietnam 
has been excellent and the additional 
capacity enables significant advantages 
to the manufacturing supply chain. Having 
two plants helps to mitigate the growing 
pressures from the tariffs imposed on 
Chinese manufacturing products into 
the USA. In addition to the increased 
capacity, strategic investment in new 
capital equipment significantly improves the 
robustness of the supply chain by improving 
our Business Continuity Planning. 

By Q2 2019, both facilities will have very 
similar capabilities, therefore allowing 
capacities to be evenly distributed within 
Asia manufacturing. This has the added 
advantage of being able to flex capacity, 
maintain lead times and deliver performance 
during unpredictable demand spikes.

Despite the implications of US tariffs,  
we will continue to operate in Kunshan, 
China where we have been building the  
high power more complex products. 
We have a strong technical workforce in 
that facility, many of whom have long  
service with the Group and extensive  
power converter knowledge.

COMPONENT SUPPLY
During the first half of 2018 we started to 
see significant tightening of the supply chain 
for electronic components which resulted 
in dramatically increased lead times and 
component cost inflation. We went into 
the market to secure supplies of critical 
components at prices beyond our standard 
costs in order to meet our lead times to our 
customers and ensure we could continue 
to ship. Lead times for certain components 
increased dramatically, in some cases lead 
times moved from 12 to 52 weeks. The 
result of these lead time extensions has 
meant we have had to significantly increase 
our safety inventories. The extra prices we 
had to pay for components were a drag on 
gross margins in the second half of 2018. 
Recently the supply of certain components 
such as multi-layer ceramic capacitors 
and chip type resistors has started to 
improve but many of the active power 
semiconductor devices we use remain  
on long lead times.
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EUROPE
2 warehouses

NORTH 
AMERICA

4 manufacturing 
locations

1 warehouse

ASIA
2 manufacturing 

locations
1 warehouse

Manufacturing Location Warehouse

SUPPLY CHAIN STRATEGY
Over the years we have built an enviable 
brand in the power solutions market.  
Our product portfolio, excellent customer 
service and successful execution of our 
strategy has led to consistent growth in 
market share. In particular, growth in the 
past two years has been extremely strong 
which has tested the agility of our supply 
chain and manufacturing operations. While 
they have been able to cope with this 
growth profile it is clear that we need to 
upgrade our systems and processes  

in order to be able to scale and run  
a much larger company. We have embarked 
on a project to make SAP S/4HANA our 
ERP system across the Group, replacing 
our existing manufacturing systems. This 
will bring great benefits to the Group and 
manufacturing operations in particular.

The recent strategic acquisitions have 
expanded our product offering. This also 
allows consolidation and leveraging of 
the supply chain. We are in a very strong 
position to leverage these supply chain 
synergies, improving operational flexibility, 
delivery, quality and cost objectives.

We will also continue to strengthen our 
systems and processes in order to build  
a global supply chain which balances  
high efficiency with market-leading  
customer responsiveness.
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FINANCIAL REVIEW
PERFORMANCE:PERFORMANCE:

“ We continue to invest in our 
business and people, whilst still 
being able to deliver strong year 
on year profit growth”

Gavin Griggs
Chief Financial Officer

REVIEW OF OUR YEAR
XP Power delivered another 
strong performance in 2018.  
The strong order and revenue 
growth coupled with clear 
investment priorities and 
effective control of operating 
expenditure, has delivered 
strong year-on-year growth 
in profits. We have also made 
further investment in capital 
projects in order to increase the 
production capacity and build 
the capabilities necessary to 
support our future sales growth. 
The business exited the year 
with a robust financial position.

STATUTORY RESULTS
On a statutory basis, revenue was £195.1 
million (2017: £166.8 million), representing 
growth of 17%. Operating profit was £39.3 
million (2017: £32.5 million), an increase 
of 21% over the prior year, with operating 
margin at 20.1% (2017: 19.6%). Net finance 
costs were £1.7 million (2017: £0.3 million) 
resulting in Profit before tax of £37.6 million 
(2017: £32.2 million) giving rise to an 

income tax expense of £7.2 million (2017: 
£3.6 million), equivalent to an effective tax 
rate of 19% (2017: 11%). Basic earnings 
per share were 157.8 pence (2017: 148.3 
pence), an increase of 6%.

ADJUSTED RESULTS
Throughout this Annual Report, adjusted 
and other alternative performance 
measures are used to describe the Group’s 
performance. These are not recognised 
under International Financial Reporting 
Standards (IFRS) or other generally 
accepted accounting principles (GAAP).

When reviewing XP Power’s performance, 
the Board and management team 
particularly focus on adjusted results rather 
than statutory results. There are a number of 
items that are included in statutory results, 
but which are considered to be one-off in 
nature or not representative of the Group’s 
performance and which are excluded from 
adjusted results. The tables on pages 115 
and 116 show the full list of adjustments 
between statutory operating profit and 
adjusted operating profit by business, as 
well as between statutory profit before tax 
and adjusted profit before tax at Group level 
for both 2018 and 2017. 

REVENUE PERFORMANCE
The Group generated revenue growth 
of 17% during the year on a reported 
basis, 21% in constant currency and 
11% on a like-for-like constant currency 
basis adjusting for the foreign exchange 

headwind and the impacts of the Comdel 
and Glassman acquisitions in 2017 and 
2018. The Group’s revenue performance 
was driven by growth in the Semiconductor 
manufacturing sector, which grew 60% 
to £47.4 million (2017: £29.7 million) and 
the Technology sector, which grew 19% 
to £20.4 million (2017: £17.2 million). The 
Industrial sector grew 7% to £83.7 million 
(2017: £78.1 million) and the Healthcare 
sector grew 4% to £43.6 million (2017: 
£41.8 million). 
 
All three of our regions delivered growth 
in 2018. North America grew strongly, up 
26% (31% in constant currency) due in part 
to the effect of the Glassman and Comdel 
acquisitions. On a like-for-like basis North 
America grew by 8% to £97.7 million (2017: 
£90.4 million), due to strong growth in 
the Semiconductor manufacturing sector. 
Europe delivered growth of 6% (6% in 
constant currency) to £61.1 million (2017: 
£57.5 million), driven by strong performance 
in the Nordics, up 22% and Central 
Europe, up 9%. Asia revenues grew 6% in 
constant currency with reported revenue flat 
compared to 2017 at £14.9 million. 

This revenue performance was as a result 
of a good order backlog at the start of 2018 
and order bookings of £198.4 million in 
2018, an increase of 8% over 2017 on a 
reported basis, or 12% in constant currency. 
Orders and revenue for 2018 represent a full 
year book-to-bill ratio of 1.02 (2017: 1.11).
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“ Revenue growth 
has translated into 
earnings growth”

Revenue 
up 17%

GROSS PROFITABILITY
Gross margin improved to 47.3% (2017: 
46.5%), largely due to product mix, 
improving performance at Comdel and the 
effect of the appreciation of Sterling versus 
the US Dollar; this helped offset the impact 
of price increases on components and the 
increases as a result of scarce supply seen 
in the first half of 2018.

ADJUSTED OPERATING 
EXPENSES AND MARGINS
The Group increased its investment in 
operating resources, excluding specific 
items, by 20% to £49.4 million (2017: £41.2 
million). Investing in our people remains a 
focus and resulted in payroll and staff costs 
increasing by 25%. Headcount, excluding 
factories and acquisitions increased by 
10% compared to 2017 as we invested in 
our engineering and sales organisations. 
Non-cash share-based payment charges 
amounted to £0.8 million (2017: £0.1 
million) and related to a grant to senior 
management under the Long-Term Incentive 
Scheme during the year. Adjusted Operating 
margins were in line with 2017 at 22.0% 
(2017: 21.8%).

FOREIGN EXCHANGE
In 2018 the average Sterling to US Dollar 
exchange rate increased by 5%, from 1.28 
to 1.34. The majority of this movement was 
seen in the first half of 2018, with a 10% 
strengthening in Sterling compared with 
2017. For the final six months of the year 
Sterling to US Dollar exchange rate was 
marginally lower than 2017. 

Approximately 84% of our revenues (2017: 
82%) are denominated in US Dollars and 
the translation of these revenues into 
Sterling for reporting purposes has had a 
negative effect. 

FINANCE COST
Net finance cost increased to £1.7 million 
(2017: £0.3 million) due to increased 
average borrowings following the acquisition 
of Glassman in May 2018 and additional 
requirement for inventory in the second 
half of 2018 as a result of the significant 
increases in component lead times.

Interest cover (EBITDA as a multiple of 
net interest expense as defined by our 
Revolving Credit Facility) was 32 times 
(2017: 199 times) which is well in excess 
of the four times minimum required in our 
banking covenants. 

Net debt to EBITDA at the year-end was 
comfortable at 1.07 (2017: 0.22). 

ADJUSTED PROFIT 
BEFORE TAX
The Group generated adjusted profit before 
tax and specific items of £41.2 million, up 
14% compared to last year, lower than 
revenue growth due to the increased 
investment in operating costs.

SPECIFIC ITEMS
Specific items are excluded from 
management’s assessment of profit 
because by either their size, their nature 
or are non-repetitive and therefore could 
distort the Group’s underlying earnings. 
In 2018, the Group incurred £3.6 million 
(2017: £3.9 million) of specific items, 
predominantly related to costs associated 
with acquisitions, both completed and 
aborted, of £0.6 million, £2.8 million for 
amortisation of intangible assets due to 
business combination and £0.2 million costs 
related to ERP implementation.  
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TAXATION
The effective tax rate from continuing 
operations before specific items increased 
by 750bps to 17.5% (2017: 10.0%). The 
rate returned to more normal levels as the 
prior year benefitted from refunds of historic 
taxation paid predominantly in Singapore 
and the revaluation of the deferred tax 
credit in the United States following the 
2017 Tax Cuts and Jobs Act. In 2018, the 
Group benefitted from the reduction in the 
corporate tax rate in the United States 

The effective tax rate from continuing 
operations after specific items increased by 
790 bps to 19.1% (2017: 11.2%). Going 
forward, XP Power expects the effective tax 
rate to be approximately 17-19% depending 
predominantly on the regional mix of profits.

ADJUSTED EARNINGS 
PER SHARE
Basic and diluted adjusted earnings per 
share from continuing operations before 
specific items increased by 18% and 
18% to 176.1 pence and 172.8 pence 
respectively (2017: 149.4 pence and 147.0 
pence). This was driven by the increase in 
continuing profit before tax during the year.

OPERATING CASH FLOW 
The Group generated £26.7 million net 
cash from operations compared with £29.7 
million in the previous year. The lower level 
of operating cash flows was largely a result 
of increased inventory, due to component 
shortages and longer lead times seen in 
2018, which led to working capital outflows 
of £16.4 million. 

NET DEBT
We finished 2018 in a net debt position of 
£52.0 million (2017: £9.0 million), with the 
increase due to funding the acquisition of 
Glassman (£35.7 million) and higher working 
capital levels. The Group continued its 
progressive dividend policy which meant 
returning £15.3 million (2017: £14.0 million) 
to shareholders in the form of dividends. 

Adjusted EPS 
increases 18%

STATEMENT OF 
FINANCIAL POSITION
The Group has a revolving credit facility 
of US$105 million (2017: US$40 million), 
which matures in September 2021. The 
Group funded the acquisition of Glassman 
through the credit facility and, at the balance 
sheet date, had drawn down on US$81 
million (2017: US$33 million) of the facility. 
The Group continues to operate well within 
its banking covenants with significant 
headroom under each financial ratio. 

FIXED ASSETS
We continue to invest in our business with 
the majority of spend on manufacturing 
and supporting our future sales growth. 
The majority of the manufacturing spend 
relates to our new Vietnam site located 
adjacent to our current facility. We plan 
to invest circa £10 million during the new 
financial year, a £5 million increase on 2018. 
This acceleration is principally due to the 
completion of our new Vietnam site and an 
investment in upgrading our ERP system.

DIVIDENDS
The attractive cash flow generated by the 
XP Power business model has enabled the 
Company to pursue a progressive dividend 
policy over a sustained period of time.

The policy is to increase dividends 
progressively while maintaining an 
appropriate level of cover. This year’s 
financial performance in terms of both 
profitability and cash flow has enabled us 
to recommend a final dividend of 33 pence 
per share which, together with the quarterly 
dividends already paid, gives a total 
dividend for the year of 85 pence per share 
(2017: 78 pence per share), an increase of 
9%. Dividend cover for the year was 1.9 
times (2017: 1.9 times).

FINANCIAL INSTRUMENTS
The Group’s financial instruments consist of 
cash, money market deposits, and various 
other items such as trade receivables and 
trade payables that arise directly from its 
business operations.

The Group uses forward currency 
contracts to hedge highly probable forecast 
transactions. The instruments purchased 
are denominated in the currencies of the 
Group’s principal markets. The Group had 
£10.8 millions of forward currency contracts 
outstanding at 31 December 2018 (2017: 
£7.8 million).

Dividend per share 
increases 9%

FINANCIAL REVIEW
PERFORMANCE:
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BREXIT 
In terms of the broader economic impacts  
of Brexit on our business, we do  
not consider that they will be material.  
Our products are made in Asia and are 
already imported into Europe where we 
have warehouses in both Germany and 
the United Kingdom and hence, we could 
ship our product destined for the European 
Union directly into Germany or another 
appropriate location. Plans are in place that 
will help minimise any logistical issues that 
arise following the United Kingdoms exit 
from the European Union.

SYSTEMS DEVELOPMENT
Efficient and robust systems are essential 
in order for us to manage an international 
business and supply chain with a highly 
diverse customer base. We operate a global 
Customer Relationship Management system 
covering all three regions which allows us to 
collaborate, share information and provide 
efficient and effective customer service. The 
cornerstone of our supply chain is built on 
the SAP ERP System. In 2018, we started 
on a project to implement the latest version 
of SAP across our entire global supply chain 
with the first focus being on our existing 
operating regions and then the China and 
Vietnam manufacturing facilities.  

We expect this implementation to have 
significant benefits in terms of factory 
planning and will of course give us 
significant operational advantages with 
the factory systems running on the same 
platform as sales companies. Further 
gains will be realised when we migrate the 
most recent acquisitions of Comdel and 
Glassman likely to be in 2020.

This integrated approach ensures that we 
have the robust systems and reporting 
necessary to support our future growth.

Gavin Griggs
Chief Financial Officer
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OUR RISKS
MANAGING

TOP DOWN: 
Identifying, assessing and mitigating 
risk at Group level. Setting the risk 
appetite for the Group

BOTTOM UP:
Identifying, assessing and mitigating 
risk across functional areas

The Board
A robust risk assessment has been carried out at Board level and where possible actions set 
to mitigate and / or reduce the identified risk. The Board acknowledges that it is responsible 
for the Group’s internal controls and for reviewing their effectiveness. XP Power has an 
ongoing process for identifying, evaluating and managing the significant risks faced by the 
Group; these identified risks and processes are documented, reviewed and updated at  

Board meetings.

Audit Committee and Internal Audit
The Audit Committee ensures that the Group is effectively managing risk and internal control 
procedures. This is achieved through:

  The Audit Committee reviewing the effectiveness of internal controls.

  An internal audit and risk assurance programme.

Operational level
A key control procedure is the day-to-day supervision of the business; this is supported  
by managers within the Group’s companies. These include:

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

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

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

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

The Group has well-established 
annual and ongoing risk 
management processes to 
identify and assess risks. 
Nonetheless, renewed emphasis, 
encouraged by the more recently 
appointed Non-Executive 
Directors, coupled with the 
introduction of internal audit 
reviews, has strengthened  
these processes.

The Group’s principal risks have been 
mapped onto a detailed risk universe from 
which key areas for business focus can 
be identified. This helps facilitate further 
discussions on risk appetite and draws 
out the risks that require a greater level of 
attention in terms of audit or assessment.

OUR RISK ASSESSMENT
The key risks that have been identified and 
the mitigating actions are summarised on the 
following pages and classified according to:

  The assessment of their level of  
impact to the viability of the business  
if they occurred – ranging from severe 
to minor;

  The likelihood of a risk occurring – 
ranging from high to low; and

  The direction in which they are trending 
– risks are classified according to 
whether they are assessed as becoming 
more likely to occur, less likely to occur 
or whether the risk of occurrence 
remains unchanged.

Although the attributes assigned to the 
identified risks are judgemental and 
qualitative in nature, the Board regards the 
methodology as useful in determining the 
focus that should be given to each risk.

This is not an exhaustive list of risks that 
the Board has identified and considered but 
does include all risks which are assessed as 
having a severe or moderate impact to the 
business if they occurred.

RISK APPETITE
The Board determines the appropriate 
level of risk for operating the business 
and pursuing their vision and strategic 
objectives. A key focus for the Board 
is minimising the Group’s exposure to 
financial, operational, human, legislative and 
reputational risks.

OUR RISK MANAGEMENT FRAMEWORK
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2

Impact

Likelihood

Severe

Minor
Low High

1

2
3

45

6

7 89

10

HEAT MAP OF THE IDENTIFIED RISKS INDICATING 
THE LIKELIHOOD AND LEVEL OF IMPACT 1 An event that causes a disruption to one  

of our manufacturing facilities.

3
Competition from new market entrants  
and new technologies.

4
Fluctuations of revenues, expenses and  
operating results due to an economic shock.

5 Dependence on key customers/suppliers.

6 Cybersecurity/information systems failure.

7
Risks relating to regulation, compliance  
and taxation.

8
Strategic risk associated with valuing or 
integrating new acquisitions.

9
Loss of key personnel or failure to  
attract new personnel.

10 Exposure to exchange rate fluctuations.

2 Product recall.

Risks that could have a severe impact on the Company’s business and possibly on the viability of the Company’s business

RISK EXPLANATION OF RISK MITIGATION
ASSESSED
TREND

1

AN EVENT 
CAUSES  
A DISRUPTION  
TO OUR 
MANUFACTURING 
FACILITIES

An event that results in the temporary or permanent 
loss of a manufacturing facility would be a serious 
issue. As the Group manufactures 80% of 
revenues, this would undoubtedly cause at least 
a short-term loss of revenues and profits and 
disruption to our customers and therefore damage 
to reputation.

 } We now have two facilities (China and Vietnam) 
where we are able to produce power supplies. 
However, not all power converter series can be 
produced in both facilities.

 } We have disaster recovery plans in place  
for both facilities.

 } We have undertaken a risk review with the 
manufacturing management to identify and  
assess risks which could cause a serious  
disruption to manufacturing, and then identified  
and implemented actions to reduce or mitigate  
these risks where possible.

2

PRODUCT 
RECALL

A product recall due to a quality or safety issue 
would have serious repercussions to the business 
in terms of potential cost and reputational damage 
as a supplier to critical systems.

 } We perform 100% functional testing on all own-
manufactured products and 100% hi-pot testing, 
which determines the adequacy of electrical 
insulation on own-manufactured products. 
This ensures the integrity of the isolation barrier 
between the mains supply and the end user of the 
equipment. We also test all the medical products we 
manufacture to ensure the leakage current is within 
the medical specifications.

 } Where we have contracts with customers,

 } we limit our contractual liability regarding recall costs.

 } No single customer project accounts for more than 
4% of overall revenue.

KEY
No change to risk Increase in risk Decrease in risk
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Risks that could have a moderate impact on the Company’s business and possibly on the viability of the company’s business

RISK EXPLANATION OF RISK MITIGATION
ASSESSED
TREND

3

COMPETITION 
FROM NEW 
MARKET 
ENTRANTS  
AND NEW 
TECHNOLOGIES

The power supply market is diverse and 
competitive. The Directors believe that the 
development of new technologies could give rise 
to significant new competition to the Group, which 
may have a material effect on its business. At the 
lower end of the Group’s target market, in terms of 
both power range and programme size, the barriers 
to entry are lower and there is, therefore, a risk that 
competition could quickly increase, particularly from 
emerging low cost manufacturers in Asia.

 } The Group reviews activities of its competition, in 
particular product releases, and stays up-to-date 
with new technological advances in our industry, 
especially those relating to new components and 
materials. The Group also tries to keep its cost base 
competitive by operating in low cost geographies 
where appropriate.

 } The general direction of our product roadmap is to 
move away from lower complexity products and to 
increase our engineering solutions capabilities as to 
reduce the inherent market competitiveness.

4

FLUCTUATIONS  
OF REVENUES, 
EXPENSES AND 
OPERATING  
RESULTS DUE TO  
AN ECONOMIC 
SHOCK

The revenues, expenses and operating results of 
the Group could vary significantly from period to 
period as a result of a variety of factors, some of 
which are outside its control. These factors include: 
general economic conditions; adverse movements 
in interest rates; conditions specific to the market; 
seasonal trends in revenues, capital expenditure 
and other costs; and the introduction of new 
products or services by the Group, or by  
its competitors. In response to a changing 
competitive environment, the Group may elect 
from time to time to make certain pricing, service, 
marketing decisions or acquisitions that could  
have a short-term material adverse effect on 
the Group’s revenues, results of operations and 
financial condition.

 } Although not immune from an economic shock or 
the cyclicality of the capital equipment markets, the 
Group’s diverse customer base, geographic spread 
and revenue annuities reduce exposure to this risk.

 } The Group’s business model is not capital intensive 
and the strong profit margins lead to healthy cash 
generation which also helps mitigate risks from these 
external factors.

 } The Group benefits from good order exposure 12 
months out allowing it to recognise market changes 
and mitigate the impact.

5

DEPENDENCE  
ON KEY 
CUSTOMERS/ 
SUPPLIERS

The Group is dependent on retaining its key 
customers and suppliers.

Should the Group lose a number of its key 
customers or key suppliers, this could have a 
material impact on the Group’s financial condition 
and results of operations. However, for the year 
ended 31 December 2018, no single customer 
accounted for more than 14% of revenue.

 } The Group mitigates this risk by providing 
excellent service. Customer complaints and non-
conformances are reviewed monthly by members of 
the Executive Leadership team.

 } As the proportion of our own-manufactured 
products has increased, the reliance on suppliers for 
third party product has been mitigated proportionally. 
There has been a shift from a finished goods risk to 
a raw materials risk.

 } We conduct regular audits of our key suppliers and 
in addition keep large amounts of safety inventory of 
key components.

OUR RISKS
MANAGING
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Risks that could have a minor impact on the Company’s business and possibly on the viability of the Company’s business

RISK EXPLANATION OF RISK MITIGATION
ASSESSED
TREND

6

CYBERSECURITY/ 
INFORMATION 
SYSTEMS 
FAILURE

The Group is reliant on information technology 
in multiple aspects of the business from 
communications to data storage. Assets accessible 
online are potentially vulnerable to theft and 
customer channels are vulnerable to disruption. Any 
failure or downtime of these systems or any data 
theft could have a significant adverse impact on the 
Group’s reputation or on the results of operations.

 } The Group has a defined Business Impact 
Assessment which identifies the key information 
assets; replication of data on different systems or  
in the Cloud; an established backup process in 
place as well as a robust anti-malware solution  
on our networks.

 } Internally produced training materials are used to 
educate users regarding good IT security practice 
and to promote the Group’s IT policy.

 } A cyber assessment carried out by the outsourced 
internal auditor resulted in recommendations that are 
being implemented to further mitigate cyber risk and 
safeguard the Group’s assets.

7

RISKS RELATING  
TO REGULATION, 
COMPLIANCE 
AND TAXATION

The Group operates in multiple jurisdictions with 
applicable trade and tax regulations that vary. 
Failing to comply with local regulations or a change 
in legislation could impact the profits of the Group. 
In addition, the effective tax rate of the Group is 
affected by where its profits fall geographically.  
The Group’s effective tax rate could therefore 
fluctuate over time and have an impact on earnings 
and potentially its share price.

 } An outsourced internal audit function provides risk 
assurance in targeted areas of the business and 
recommendations for improvement. The scope of 
these reviews includes behaviour, culture and ethics.

 } The Group hires employees with relevant skills and 
uses external advisers to keep up-to-date with 
changes in regulations and to remain compliant.

8

STRATEGIC RISK 
ASSOCIATED 
WITH VALUING OR 
INTEGRATING 
NEW 
ACQUISITIONS

The Group may elect from time to time to make 
strategic acquisitions. A degree of uncertainty exists 
in valuation and in particular in evaluating potential 
synergies. Post-acquisition risks arise in the form of 
change of control and integration challenges. Any of 
these could have an effect on the Group’s revenues, 
results of operations and financial condition.

 } Preparation of robust business plans and cash 
projections with sensitivity analysis and the help  
of professional advisers if appropriate.

 } Post-acquisition reviews are performed to extract 
“lessons learned”.
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Risks that could have a minor impact on the Company’s business and possibly on the viability of the Company’s business

RISK EXPLANATION OF RISK MITIGATION
ASSESSED
TREND

9

LOSS OF KEY 
PERSONNEL OR 
FAILURE TO 
ATTRACT NEW 
PERSONNEL

The future success of the Group is substantially 
dependent on the continued services and 
continuing contributions of its Directors, senior 
management and other key personnel. The loss of 
the services of key employees could have a material 
adverse effect on the Group’s business.

 } The Group undertakes performance evaluations 
and reviews to help it stay close to its key personnel 
as well as annual employee engagement surveys. 
Where considered appropriate, the Group also 
makes use of financial retention tools such as  
equity awards.

10

EXPOSURE TO 
EXCHANGE RATE 
FLUCTUATIONS

The Group deals in many currencies for both its 
purchases and sales including US Dollars, Euros 
and its reporting currency Pounds Sterling.  
In particular, North America represents an important 
geographic market for the Group where virtually 
all the revenues are denominated in US Dollars. 
The Group also sources components in US Dollars 
and the Chinese Yuan. The Group therefore has 
an exposure to foreign currency fluctuations. This 
could lead to material adverse movements in 
reported earnings.

 } The Group reviews balance sheet and cash 
flow currency exposures and where considered 
appropriate, uses forward exchange contracts 
to hedge these exposures. Any forward contract 
requires the approval of both the Chief Executive 
Officer and Chief Financial Officer.

 } The Group does not hedge any translation  
of its subsidiaries’ results to Sterling for  
reporting purposes.

BREXIT AND FOREIGN 
EXCHANGE
The weakening of Sterling versus the US 
Dollar in the period following the United 
Kingdom referendum on EU membership 
in June 2016 had a material effect on the 
presentation of our financial results in both 
2016 and 2017.

Approximately 84% of our revenues (2017: 
82%) are denominated in US Dollars and the 
translation of these revenues into Sterling 
for reporting purposes has had a beneficial 
effect. However, the majority of our cost of 
sales and a large proportion of our operating 
expenses are also denominated in US 
Dollars. While a stronger US Dollar helps our 
overall gross margin in absolute terms (albeit 
to a limited degree) it also has the effect 
of reducing the gross margin percentage 
as costs rise disproportionately to the 
revenues. We estimate that our reported 
2018 gross margin percentage could be 
approximately 40bps (2017: 60bps) higher 
as a result.

In terms of the broader economic impacts of 
Brexit on our business, we do not consider 
that they will be material. Our products 
are made in Asia and are already imported 
into Europe where we have warehouses 
in both Germany and the United Kingdom 
and hence we could ship our product 
destined for the European Union directly into 
Germany or another appropriate location.

VIABILITY STATEMENT
In accordance with provision C.2.2 of 
the 2016 revision of the UK Corporate 
Governance Code, the Directors are 
required to assess the prospects of the 
Company over a period longer than the  
12 months required by the  
“Going Concern” provision.

In making the assessment, the Directors 
considered a three-year financial model 
including the Group Annual Plan for 2019 
and strategic financial plan for the years 
beyond this. The Directors assessed the 
viability of the Company over a three-
year period as this timeframe is within the 
Group’s strategic financial planning period 
used to evaluate performance and liquidity 
and aligns with the design-in cycle for which 
the Group has visibility. 

In determining the viability term, the Board 
assessed the deliberately austere scenarios 
against the controls in place to prevent or 
mitigate the risks occurring. 

It also considered them against the Group’s 
current banking facilities, a revolving credit 
facility of US$105 million which expires 
in September 2021, within the three-year 
lookout period. Based on the strategic plan 
an extension to the facility is reasonable and 
is assumed in the financial model. 

The Company has a business model where 
its products are designed into numerous 
applications, with numerous customers, in 
numerous geographies. The Company’s 
products are all designed into capital 
equipment which is generally in production 
for a number of consecutive years, resulting 
in a revenue annuity. This diversity and 
revenue annuity are both deemed important 
factors in mitigating many of the risks 
that could affect the long-term viability of 
the Group. Nevertheless, the Directors’ 
obligation is to assess the Company’s 
viability in conjunction with the principal 
risks that could cause a severe but plausible 
threat. The major risks set out on pages 37 
to 40 were each modelled in a hypothetical 
and deliberately austere scenario to help 
determine the potential effect, primarily to 
cash flow.

OUR RISKS
MANAGING

40



The financial model was stress-tested 
with scenarios which considered the 
principal risks identified in the Group’s 
annual risk assessment process. Certain 
subjective assumptions and judgments 
were made to achieve this. Given the cash 
generative nature of the business, each 
risk scenario occurring in isolation did not 
breach the Group’s theoretical borrowing 
facility headroom. The most severe threats 
occurring in isolation were found to be  
a serious and prolonged systems failure, 
such as to our ERP or CRM systems,  
or a significant & permanent economic 
collapse/significant competition scenario. 

Scenarios were also prepared to model 
the unlikely event of more than one risk 
occurring at the same time. A combination 
of a temporary or permanent disruption 
at one of our facilities together with 
a serious and prolonged economic 
shock and a combination of tax and 
regulations compliance failure together 
with a serious and prolonged economic 
shock was modelled. In neither of these 
two scenarios did the Group breach its 
theoretical borrowing capacity. Based on 
this assessment, the Directors confirm that 
they have a reasonable expectation that the 
Company is viable for at least a period of 
three years to 31 December 2021. 
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SUSTAINABILITY
OUR COMMITMENTS TO

“ This past year we continued to demonstrate 
the commitment of the organisation to 
be the leader in environmental initiatives. 
We further expanded our Vietnam 
manufacturing facility utilising the same 
industry leading environmental design 
concepts as our first Vietnamese facility, 
installed solar panels to one of our core 
European locations and expanded our 
“XP Power Green” product offering.”

Sean Ross
Environmental Committee Chairman and  
Vice President of Quality Assurance

OUR COMMITMENT
Since 2010 we have been a 
member of the Responsible 
Business Alliance. This has 
helped us establish a base 
foundation from which to further 
advance sustainability initiatives 
globally within XP Power.  
The organisation further 
promotes a culture and 
understanding that we are 
fully committed to leading our 
industry on Corporate Social 
Responsibility matters.

A global Environmental Committee has 
been established which helps us achieve 
our vision of leading our industry on 
environmental matters. This group meets 
quarterly to collaborate and share ideas for 
engagement and key initiatives. This further 
encourages getting involved and giving back 
to our local communities. Members from 
all of our core locations are represented 
and set up activities within the community, 
promoting new environmental initiatives  
and encouraging more awareness of  
our programme.

OUR IMPACTS
We performed an assessment of the most 
significant impact that we as an organisation 
have on the environment. The review is 
consistent with our past conclusions that 
the greatest environmental contributor is 
the efficiency of the product solution we 
provide to our customers. As part of our 
design and development process we have 
further expanded on our ultra-high efficiency 
products within our product portfolio. These 
“Green XP Power” products require less 
energy, are void of hazardous substances 
and consume less material. We continue  
to promote the use of these products to  
our customers, and the benefit of using 
“Green XP Power” products. The positive 
impact on these types of products helps 
maximise energy savings during the entire 
lifetime of the customers end-equipment. 
In addition, we also continue to ensure 
we are adopting the best practices in all 
of our facilities and continually promoting 
awareness of environmental issues among 
our team members. 

OUR SUSTAINABILITY 
STRATEGY
XP Power’s strategy is to further product 
development of those power converters 
with industry-leading efficiency. This helps 
reduce the amount of wastage and heat 
loss during operation within a customer’s 
end application. The solutions we are 
able to develop can achieve efficiency 
of up to 95%. This provides a significant 

advantage over the standard power supply 
which typically will have an 80% efficiency 
rating. As we have demonstrated in the 
past, the example below helps convey the 
significance of this delta in efficiency rating: 

XP Power supplies 95% efficient product 
to power 100 watt load. 105 watts of input 
power is required to deliver 100 watts at this 
level of efficiency. 

Competitor supplies an 80% efficient, 
product to power 100 watt load. 125 watts of 
input power is required to deliver 100 watts 
at this level of efficiency.

Moving from 80% efficiency to 95% is 
actually a five-fold saving in waste energy!

The waste heat as highlighted above is 
calculated in watts. There is a significant 
difference considering there is a five-fold 
improvement in energy wastage and 
the overall potential for savings will be 
throughout the entire lifetime of electronic 
equipment. To achieve these efficiency gains 
requires a greater number of higher cost 
components and more complex circuits.

The return on investment of a higher 
efficiency product can be captured in 
terms of consumption of electricity. The full 
payback on electricity costs is usually within 
the first year of use. Therefore, we continue 
to promote and encourage the use of these 
high efficiency products.
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OUR PEOPLE AND THEIR  
HEALTH AND SAFETY
See page 46

OUR SUPPLIERS
See page 50

OUR COMMUNITIES
See page 52

OUR CORE VALUES
See pages 44 and 45

OUR CUSTOMERS
See page 49

We anticipate that the trend in the market 
through both demand and legislation for 
higher efficiency products is expected  
to continue in the electronics industry.  
These legislation requirements are projected 
to extend across various industries from 
consumer equipment to the healthcare and 
industrial markets that we serve.

20 new XP Power 
Green products 

launched

OUR KEY ACHIEVEMENTS 
IN 2018
There were three key significant 
environmental initiatives within the business:

(1) Expanding our portfolio of “XP Power 
Green” Products. 

(2) Further expansion of our Vietnam 
manufacturing location which  
utilised the same industry-leading 
environmental design concepts as  
our first Vietnamese facility.

(3) Installing Solar panels at our 
Pangbourne, UK location.

The revenue growth of our “XP Power 
Green” products continues to increase.  
In 2017 we shipped £42.1 million pounds  
of our green products in 2018 which was  
a 6% increase on 2017. 

Of the 27 product families that we launched 
in 2018, 20 were “XP Power Green” 
products having high efficiency and/or low 
standby power. 

The calculated annual savings in CO2 from 
these products compared to a standard 
80% efficient converter are significant. 
Based on our calculations, we estimate that 
the annual CO2 emissions savings from the 
“Green XP Power” converters we sold in 
2018 is 33,700 tonnes. 

The annual savings will recur each year 
for the lifetime of the product, which we 
estimate conservatively as seven years. 
This would result in lifetime savings 
of 236,000 tonnes of CO2. This helps 
demonstrate the environmental impact 
that we can make by providing these types 
of products. Considering this is only one 
year of shipments the potential cumulative 
effect of year after year shipments has an 
extreme impact.

SUSTAINABILITY 
INITIATIVE – CELEBRATING 
THE EARTH
Earth Day occurred on 22 April this past 
year. As in previous years we used this 
event to recreate awareness regarding 
the environment in our key locations with 
an entire week of environmental and 
community initiatives.

ECONOMIC 
SUSTAINABILITY
As well as responsible environmental and 
social responsibility practices we consider 
the sustainability of our business model 
and business practices. Our internal Code 
of Conduct sets high standards in terms 
of how we treat people, health and safety, 
integrity and business ethics, as well as 
the environment and how we support the 
communities in which we operate. We 
consider that this not only makes XP Power 
a great place to work and to do business 
with, but also ensures that we have a 
sustainable economic business model.

OUR PLANS FOR THE 
YEAR AHEAD
Products: There are additional high efficiency 
products on our road map for 2019.

Facilities: Continue to look at our existing 
facilities to determine opportunities where 
we can make improvements to be more 
environmentally friendly. This includes 
locations of our recent acquisitions.
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VALUES
OUR CORE

INTEGRITY

KNOWLEDGE

FLEXIBILITY

SPEED

CUSTOMER 
FOCUS

 Honest in all our interactions with our colleagues, customers and suppliers 

 Always doing the right thing

  Taking care of our people-ensuring XP Power is a great place to work where we trust the people we work 
with, have pride in what we do and gain enjoyment from our work

 Delivering genuine value to our customers through our knowledge and experience 

 Continually developing our skills and capabilities as individuals and as an organisation

 

 Responding to our customers and colleagues with impressive speed 

 Constantly looking at faster and more efficient ways of delivering value in everything we do

 

 Always considering our customer’s experience in everything we do 

 Never forgetting that without our customer we do not have a business

 

 Receptive to the needs of our customers to provide outstanding customer service 

 Willing to challenge the way we do things and adapt to constantly improve and innovate

 Collaborating with our colleagues and customers for better results
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VALUES IN ACTION
OUR CORE

2018 was another year of strong 
growth for XP Power, including 
the acquisition of Glassman High 
Voltage, the continued hiring of 
new talent to support the future 
growth of the business and the 
increasing need to unify our 
teams and processes in  
a fast-paced global landscape. 

One of our people strategies is to continue 
to embed our company Core Values of 
integrity, knowledge, speed, flexibility and 
customer focus. They support our vision, 
shape our culture and underpin our strategy. 
In an environment of constant change they 
help us to work toward a common purpose. 

We believe that engaging our employees 
in our vision and mission is critical to our 
success and we constantly reinforce this 
through our global communication meetings 
and our performance management process. 
Last year we continued to develop our 
culture and our people. We focused 
priorities to ensure we were aimed at the 
right objectives and targets. 

“ Our Core Values support our 
vision, shape our culture and 
underpin our strategy. In an 
environment of constant 
change, they are a unifying 
force that enable us to work 
toward a common purpose.”

Heather Murdock
Head of Global Human Resources

 

We continued to build our infrastructure  
and systems that will enable our people  
and business to scale and continue to  
grow and succeed.

During 2019 we will leverage the work 
we did in 2018 to provide the ultimate 
experience for our people so they will deliver 
the ultimate experience to our customers.

HOW OUR CORE VALUES 
LINK TO OUR CULTURE
Our Core Values are inherently connected 
to our culture. We track our culture and our 
values through our employee surveys and 
performance appraisal system to ensure 
that we are adhering to them and evolving 
the culture that we believe has made the 
business successful as it continues to grow 
and develop.

We are encouraged that the score from 
our 2019 cultural survey held up well at 
63.4 compared to 62.0 in 2018 against 
the background of a large increase in new 
employees including those becoming part 
of XP Power as a result of the Glassman 
acquisition who partook in the survey for the 
first time.

The highest scoring questions in our cultural 
survey are consistently:

  I am proud to be part of XP Power

  XP Power takes Health and Safety  
very seriously

  XP Power shows a passion to  
deliver high-quality products to all  
our chosen markets

  I feel capable of delivering high 
standards of customer expectation

  I would recommend XP Power as  
a great place to work

This reaffirms that we have a positive culture 
which is fundamental in supporting our 
strategy and success, especially given the 
importance of customer focus and service 
and support to our value proposition. These 
top scoring questions include some of the 
most difficult characteristics to embed in  
an organisation. Being proud to work for  
an organisation and recommending it as  
a great place to work speak for themselves.

The cultural survey also highlighted areas 
where we have further opportunities to 
improve which included questions relating 
to sharing best practices and teamwork. 
We will continue to work on these areas in 
2019 as we assimilate the new talent we 
have brought into the organisation, both 
organically and through acquisition.

We remain excited regarding the future of 
XP Power and what we are able to achieve.
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8

6

3

ASIA EUROPE NORTH
AMERICA

HEALTH AND SAFETY
OUR PEOPLE AND THEIR

INTEGRITY
It is imperative that all of our employees are ethical. Integrity is one of our 
corporate Core Values and is regularly communicated throughout the organisation. 

We live and breathe our Core Values. We address them in our communication meetings, 
performance appraisals and prominently post them throughout our facilities as a reminder 
of the importance of these values throughout our day-to-day activities. We have a 
comprehensive Code of Conduct that all our employees receive and sign up to. Integrity 
means, to us, that we are:

  Honest in all our interactions with our colleagues, customers and suppliers.

  Always doing the right thing.

  Taking care of our people to ensure XP Power is a great place to work where we trust 
the people we work with, have pride in what we do and gain enjoyment from our work.

Our people are our most important asset and we  

make great efforts to ensure we have policies in place  

to provide a safe working environment to protect  

our employees. 

As an organisation, it is important that XP Power 

promotes workforce diversity, integrity and a safe and 

healthy work environment.

NO. OF INCIDENTS

TRAINING AND DEVELOPMENT
We focus on improving our training and development, ensuring we maintain 
an innovative and dynamic business that is focused on providing the best 
solutions for customers and an exciting and engaging work environment for 
our people. In particular, we believe our sales team is the best trained and 
most technical in our industry. This enables them to provide genuine value  
to our customers. 

HEALTH AND SAFETY
As an organisation, XP Power 
seriously considers the suitability of 
our Health and Safety programme. 
The programme we have in place 
focuses on preventive action to 
ensure that we are being proactive 
and therefore reducing the risk of 
incidents from occurring. In addition 
to meeting the requirements set out 
in the Responsible Business Alliance 
Code of Conduct, we ensure that 
we comply with and keep abreast 
of particular local requirements. 
There are Committee members at 
each of our key sites that ensure any 
accidents are reported, acted upon 
and analysed for management review. 
The Health and Safety metrics are 
reported to the Board of Directors to 
ensure visibility throughout all levels of 
the organisation.

RECRUITMENT AND RETENTION
We focus on recruiting the right people into the business who are passionate about 
solutions that power the world’s critical systems and who align with our culture and 
values. Retaining the knowledge and expertise is fundamental to the sustainable 
success of XP Power. In our annual cultural survey, questions such as “I am proud to 
be part of XP Power” and “I would recommend XP Power as a great place to work” 
have consistently scored in the top five.
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ASIA 0 2 4 805 811

EUROPE 1 0 6 45 52

NORTH 
AMERICA 0 0 7 139 146

Total Female 1 2 17 989 1,009

MALE FEMALE

DIVERSITY 
We operate in a global market and recognise the benefits of  
a diverse and talented workforce and consider this a key competitive 
advantage. Our business success is a reflection of the quality and 
skill of our people and the Group is committed to seeking out and 
retaining the finest talent.

XP Power believes in treating all people with respect and dignity. 
We strive to create and foster a supportive and understanding 
environment in which all individuals realise their maximum potential 
within the Company regardless of their differences.

We believe our diversity benefits all our stakeholders and our 
Company as a whole. We recognise that each employee brings their 
own unique capabilities, experiences and characteristics to their 
work and we value diversity at all levels of the Company.

KEY

40 XP Power  
Employees

KEY

40 XP Power  
Employees

         

         

  

         

         

      
1,009

FEMALE

911
MALE
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HEALTH AND SAFETY
OUR PEOPLE AND THEIR

MODERN SLAVERY ACT 2015
The United Kingdom has enacted legislation to address abhorrent abuse of human rights. 

XP Power does not engage in any slavery or human trafficking activities and is strongly against any offences of slavery, servitude forced 
labour and/or human trafficking. XP Power has also adopted a corporate policy which has been communicated to all employees.

MODERN SLAVERY POLICY 
XP Power is committed to a work environment that is free from modern slavery. 

This is achieved by:

  Communicating that as an organisation 
we do not engage and are strongly 
against any offences of slavery, 
servitude/forced labour and/or  
human trafficking

  Performing due diligence on our supply 
chain. We would immediately disengage 
with any supplier that does not have the 
same vision on forced labour as  
XP Power

  Complying with all relevant legislation 
including the Modern Slavery Act 2015

  Adopting this policy within our 
Corporate Sustainability and Code  
of Ethics programme
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Through our health and 
safety programme, we 
promote healthy lives  
and well-being of all  
our employees.

 We promote quality 
education through our 
training and development 
opportunities at XP 
Power. We also ensure 
our opportunities are 
equally accessible for 
both men and women.

We promote decent 
work for all women and 
men, including for young 
people and persons with 
disabilities, and equal pay 
for work of equal value. 
We also take action to 
eradicate modern slavery 
through our modern 
slavery statement.

XP Power are committed 
to gender equality within 
the workplace, therefore 
ensuring women are able 
to effectively participate in 
all levels of the business.

LINK TO SUSTAINABLE 
DEVELOPMENT GOALS
Our approach to business links 
directly to many of the Sustainable 
Development Goals of the United 
Nations Development Programme to 
end poverty, protect the planet and 
ensure that all people enjoy peace  
and prosperity.



CUSTOMERS

27
ADDITIONAL
PRODUCT 
FAMILIES

MORE 
RELIABLE

OUR 

CUSTOMER FOCUS
Customers have helped drive our growth 
with our “Green XP Power” offering. 
This is demonstrated by the increase in 
revenues year over year since 2010 of 
these product offerings. This aligns with 
one of our organisation’s core values, 
customer focus. 

CUSTOMERS CLEARLY
see the benefit of ultra-high efficiency power 
converters and this has allowed us to be 
more focused on delivering these products 
to meet the customer expectations.  
The feedback we have also received is  
that customers are willing to pay a premium 
for these “Green” products due to their 
higher performance. One of the underlying 
benefits of a high efficiency product is that 
the product is inherently more reliable.  
Once the power converter gets to a level 
of efficiency that we are achieving, there is 
very little waste energy as heat, and there 
is no longer a need for a mechanical fan for 
cooling (which also consumes power).  
If the system engineer can design-in  
a power converter without a mechanical  
fan they have now removed the most 
unreliable part of the power system.

Furthermore, as the power converter runs 
cooler, the electronic components which 
are sensitive to heat, such as electrolytic 
capacitors, have longer lifetimes. The result 

is that not only is 
the power system 
consuming and 

wasting less energy it has also become 
significantly more reliable. This is of 
particular benefit when we consider that 
many of our products are designed into 
critical applications in the healthcare and 
high-end industrial sectors where product 
failure and downtime are not acceptable.  
It is with this understanding of the 
customer’s expectation for an ultra-
high efficiency, extremely reliable power 
supply that we have been able to focus 
on providing the best solution for the 
customer’s requirements.

KEY ACHIEVEMENTS
We have added 27 additional product  
families to our portfolio during 2018.  

Of these 27  
families, 20 were 
high efficiency 
“Green XP Power” 
products. One 
example is a high 

efficiency 4,500 watt product which has  
a variable, rather than fixed output voltage, 
that can be adjusted via a digital control. 
This is an example of moving up the  
power and complexity level, producing  
more sophisticated products which  
can communicate directly with the 
customer’s system.

OUR PLANS AHEAD
Our plan is to continue to invest in products 
we can bring to market that provide the 
most benefit to customers in terms of the 
high efficiency, and low stand-by power that 
meet our customers’ cost expectations.

LINK TO SUSTAINABLE 
DEVELOPMENT GOALS

 We provide solutions 
for our clients that 
incorporate technological 
advancement and 
innovation.

We produce high 
efficiency products which 
reduce CO2 emissions 
year after year.
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SUPPLIERS
OUR

RESPONSIBLE BUSINESS 
ALLIANCE (RBA)
The United Kingdom has enacted 
legislation to address abhorrent abuse 
of human rights. 

XP Power does not engage in any slavery 
or human trafficking activities and is strongly 
against any offences of slavery, servitude/
forced labour and/or human trafficking.  
XP Power has also adopted a corporate 
policy which has been communicated to  
all employees.

SUPPLY CHAIN ETHICS
One of the key elements of XP Power’s core 
values is integrity. We work towards ensuring 
our supply chain partners have the same 
approach towards ethical business practices 
as XP Power. This is done by a stringent 
on-site qualification process of potential 
new suppliers. It includes an assessment 
regarding environmental performance, 
treatment of labour, health and safety and 
business ethics standards. As the suppliers 
we engage with are considered long- term 
partners it is imperative that these suppliers 
share our vision.

The XP Power ethics policy is included 
within our Code of Conduct and includes 
the following requirements as it relates  
to suppliers:

 } We will uphold high levels of business 
ethics in dealing with our suppliers; and

 } We will not at any time take or give 
bribes or other means of inducement to 
obtain improper advantage.

These requirements have been actively 
communicated to our supply chain 
employees.

SUPPLY CHAIN DUE 
DILIGENCE
As part of our due diligence process 
within our supply chain, we have updated 
our qualification process to include an 
evaluation to ensure our suppliers do not 
engage in or support any slavery, human 
trafficking, servitude or forced labour. We 
disengage with suppliers that fail to meet 
our vision on ethical standards.

In 2010 the US Dodd-Frank Wall Street 
Reform and Consumer Protection Action 
was passed concerning “conflict minerals” 
originating from the Democratic Republic 
of the Congo or adjoining countries. XP 
Power has worked with our suppliers to try 
and eliminate using those sources that have 
originated from those countries in question. 
We have adopted the reporting template 
issued by the Global e-Sustainability Initiative 
(GeSI) and Responsible Business Alliance 
which we provide to our customers so they 
gain the necessary assurance we are not 
using conflict minerals in our products.

OUR PLANS FOR THE 
YEAR AHEAD
The supply chain programme we have 
in place has been extremely effective in 
promoting industry-leading sustainable 
programmes with our suppliers.

We will continue to expand this programme 
as we determine additional ethical 
requirements that are in alignment with  
our Core Values.

LINK TO SUSTAINABLE 
DEVELOPMENT GOALS
Our approach to business links directly 
to many of the Sustainable Development 
Goals of the United Nations Development 
Programme to end poverty, protect the 
planet and ensure that all people enjoy 
peace and prosperity.

We work with suppliers that are ethical 
and thereby achieve full and productive 
employment for all genders, ethnicities and 
persons with disabilities.

We source from responsible suppliers 
and ensure that our facilities have minimal 
impact on the environment.
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COMMUNITIES
OUR

COMMUNITY POLICY
Last year we implemented a new 
policy for community service.  
The organisation allows for a day 
of paid time off to support local 
community activities.  
 
This shows a level of commitment by 
the organisation to allow our employees 
to give back to the local communities in 
which we operate. 

This has been a successful programme and 
we have seen lots of enthusiasm for this 
new policy. Some of the activities that took 
place in 2018 included:

 } Members of our Singapore office 
volunteered to pack and distribute food 
to the needy elderly.

 } Our Orange County employees 
supported a Rescue Mission Centre 
by donating time to stock shelves and 
serve food for those in unfortunate 
situations. This is the third year in a row 
supporting this organisation.

 } Volunteering at the local animal park  
in Pangbourne.

 } Employees from our Sunnyvale office 
volunteered to clean the local park 
during Earth Week.

SECOND HARVEST  
FOOD BANK
Volunteers from the Orange County, 
California office helped again at the  
second harvest foodbank.

OUR PLANS FOR  
THE YEAR AHEAD
The local representatives that coordinate 
activities continue to be fully engaged 
within the community. These include 
opportunities for volunteering, raising 
funds to support local charities, or simply 
promoting awareness of events or activities 
that will enhance our environments. This is 
an ongoing agenda item as part of our local 
environmental teams’ periodic meetings to 
see how we can make a difference within 
the communities in which we operate.

LINK TO SUSTAINABLE 
DEVELOPMENT GOALS
Our approach to business links directly 
to many of the Sustainable Development 
Goals of the United Nations Development 
Programme to end poverty, protect the 
planet and ensure that all people enjoy 
peace and prosperity.

We aim to promote and empower all at XP 
Power, irrespective of age, sex, disability, 
origin or religion. We ensure this is outlined 
in policies and appropriate legislation.
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CO2 EMISSIONS
In 2009 we set ourselves a target of 
reducing CO2 emissions per unit of 
revenue by 5% per annum. This aligns 
with the Chinese Government’s target 
of reducing carbon emissions per unit 
of GDP by 40% to 45% between 2005 
and 2020. 

We measure our CO2 emissions in 
accordance with the internationally 
recognised Green House Gas (GHG) 
Protocol and our metrics include scope 
1 and scope 2 emissions. The CO2 
emissions data shows the three-month 
moving average of CO2 emissions per unit 
of revenue at our Kunshan and Vietnam 
facilities. Our total Green House Gas 
emissions for 2018 were 4,307 tonnes of 
CO2 compared to 3,906 tonnes in 2017. 
This increase is lower than our revenue 
increase for the year, demonstrating some 
efficiency gains. CO2 emissions per unit 
of revenue deteriorated in Vietnam due to 
construction of the Vietnamese facility.

WATER
We have determined that our operations 
are considered as low water usage. Water 
is not used in the design, manufacturing or 
services of our products. We are cognisant 
of the fact that there is some level of water 
usage at our facilities and try to limit the use 
and employ best practices.

Our water usage is tracked and monitored 
as one of our key environmental metrics 
across the business. The necessary actions 
are taken to reduce usage as needed and 
consistent with our corporate water policy.

ENVIRONMENT
THE

CARBON DISCLOSURE PROJECT
Annually we participate and report our environmental data to the Carbon Disclosure Project. 
The data is publicly available on the Carbon Disclosure Project website at www.cdproject.net.

HARMFUL SUBSTANCES
In 2005 new legislation was introduced in Europe which limited the levels of certain 
hazardous substances. The European legislation, Restriction of Hazardous Substances 
(RoHS) has been implemented in the design and manufacture of XP Power products.  
XP Power took the initiative to be compliant with this legislation, not just for our European 
customer base, but for our customers in Asia and North America.

The RoHS directive was recast with additional requirements which came into effect in July 
2011. We are pleased to report that with the exception of recently acquired Comdel, we are 
compliant with the latest RoHS directive as of July 2014.

OUR PLANS FOR THE YEAR AHEAD
 } Assessment of facilities that currently do not have solar panels to determine the suitability.

 } Utilising environmentally friendly design concepts during expansion of the XP Power 
Vietnam manufacturing location. 

 } Expand on our “XP Power Green” product portfolio.

LINK TO SUSTAINABLE DEVELOPMENT GOALS
Our approach to business links directly to many of the Sustainable Development Goals of 
the United Nations Development Programme to end poverty, protect the planet and ensure 
that all people enjoy peace and prosperity.

We are integrating climate change measures into  
the business through monitoring emissions and  
carbon disclosures.

We are developing our focus towards promoting 
resource and energy efficiency.

CO2 Emissions Data 2018 2017 2016 2015 2014

CO2 emissions (tonnes) – 
China and Vietnam facility 4,307 3,906  3,581 3,361 3,068

CO2 emissions per unit of factory 
revenue (kg/$1,000) – China facility 54 54 56 47 46

CO2 emissions per unit of factory 
revenue (kg/$1,000) – Vietnam facility 107 81 82 141 110

Water Data 2018 2017 2016 2015 2014

Average number of employees 1,972 1,953 1,506 1,448 1,160

Water consumed (thousand litres) 39,605 39,480 32,582 32,220 25,300

Water consumed per employee 
(thousand litres) 20.1 20.2 21.6 22.3 21.8
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GOVERNANCE
CHAIRMAN’S INTRODUCTION TO

“ 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. ”

James Peters
Non-Executive Chairman

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

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

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

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

James Peters
Non-Executive Chairman
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