
DAVID EVANS
Chairman
David took up the position of Chairman 
of the Board in February 2012 having 
served on the Board from the time of his 
appointment in June 2007. He has been 
working in the defence sector for over 30 
years with extensive knowledge of the US 
market. David spent 17 years with GEC-
Marconi before joining Chemring Group 
PLC in 1987 where he was appointed 
Chief Executive in 1999. He remained on 
the Chemring Board as a Non-Executive 
Director following his retirement in 2005 
but stood down from this role during 2012 
to focus on his role as Chairman of Avon 
Rubber p.l.c.

PAUL MCDONALD
Chief Executive Officer
Paul was appointed Chief Executive 
Officer on 15 February 2017. Prior to this, 
Paul was Managing Director of Avon’s 
Dairy division and a key member of the 
Group Executive management team since 
2007. Paul joined the Group in 2003 
and spent the early part of his career at 
Avon in commercial and operational roles 
which included responsibility for all UK 
operations and the European Protection 
and Dairy business units.

NICK KEVETH
Chief Financial Officer
Nick was appointed as Chief Financial 
Officer in June 2017. Prior to joining Avon, 
Nick was Director of Finance, Planning & 
Reporting at Imperial Brands, the FTSE 100 
tobacco group. He was with Imperial for 
12 years and held a variety of roles during 
this period including Finance Director 
Sales & Marketing, Director of Accounting, 
Forecasting & Tax and Interim Investor 
Relations Director. Prior to this, Nick also 
worked for PricewaterhouseCoopers for  
14 years in both audit and advisory roles.

CHLOE PONSONBY
Non-Executive Director
Chloe joined the Board in March 2016 and 
chairs the Remuneration Committee. Chloe 
recently joined institutional stockbroker 
Panmure Gordon, as Senior Managing 
Director in the Corporate Advisory 
division. Prior to this, Chloe was a Partner 
at McClean Advisory, an independent 
corporate advisory firm. Before joining 
McLean Advisory in November 2013, Chloe 
had spent approximately half her 15 year 
career managing UK equity funds at Jupiter, 
and the other half advising companies as a 
corporate broker, including at Altium, where 
she set up and managed the Corporate 
Broking and Investor Relations teams. 

PIM VERVAAT
Non-Executive Director
Pim joined the Board in March 2015, 
chairs the Audit Committee and is the 
Senior Independent Director. Pim is Chief 
Executive of RPC Group Plc, the UK based 
manufacturer of rigid plastic packaging. Pim 
was appointed RPC’s CEO in 2013, having 
previously been its Finance Director since 
2007. Prior to this, Pim worked for Dutch 
metals producer, Hoogovens Groep, before 
joining Dutch ship propulsion producer Lips 
Group as Chief Financial Officer in 1996. 
In 1999 he returned to Hoogovens Groep 
(acquired by Corus) and in 2004 became 
divisional Finance Director of the £3bn 
turnover Corus Distribution and Building 
Systems Division.

MILES INGREY-COUNTER
Group Counsel and Company Secretary
Miles was appointed Group Counsel and 
Company Secretary on 1 October 2007 
and is Secretary to the Board and its main 
Committees. Miles is a qualified solicitor, 
joined the group in January 2004 and has 
been a member of the Group Executive 
management team since 2008. Miles also 
has responsibility for all Group HR matters 
and is chairman of the Avon Rubber 
Retirement and Death Benefits Plan.  
Prior to joining Avon, Miles was a solicitor 
with Osborne Clarke LLP. 

Corporate Governance ReportBoard of Directors

The Board of Directors believes in high standards 
of corporate governance, notwithstanding the 
Company’s size and status as a member of the FTSE 
SmallCap Index, and is accountable to shareholders 
for the Group’s performance in this area. This 
statement describes how the Group is applying the 
relevant principles of governance, as set out in the 
UK Corporate Governance Code (‘the Code’) which 
is available on the website of the Financial Reporting 
Council (‘FRC’). 

The Company is a smaller company for the purposes 
of the Code and in consequence certain provisions 
of the Code either do not apply to the Company 
or may be judged to be disproportionate or less 
relevant in its case.

The Board considers that throughout 2017, Avon 
complied with the Code, save that the Senior 
Independent Director does not attend meetings 
with the major shareholders to listen to their views 
(which is explained further below).

This statement will address the main subject areas 
of the Code, namely leadership, effectiveness, 
accountability and relations with shareholders. 
Remuneration is dealt with in the Remuneration 
Report on pages 53 to 74.

The Board has an established framework of 
internal controls covering both financial and non-
financial controls. In addition, there is an ongoing 
process for identifying, evaluating and managing 
significant business risks faced by the Group. This 
process was in place throughout the 2017 financial 
year and accords with the FRC’s Guidance for 
Directors on Internal Control. 

THE BOARD
During the year there have been three changes 
to the membership of the Board. Andrew Lewis, 
Group Finance Director, stepped down from the 
Board on 30 November 2016 and was replaced by 
interim Group Finance Director, Paul Rayner, on 
1 December 2016. Mr Rayner stepped down from 
the Board when Nick Keveth was appointed Chief 
Financial Officer on 1 June 2017. Rob Rennie, 
Chief Executive Officer, stepped down from the 
Board on 15 February 2017 and was replaced by 
Paul McDonald.

Rules concerning the appointment and replacement 
of Directors of the Company are contained in the 
Articles of Association.

Amendments to the Articles must be approved 
by a special resolution of shareholders. Under the 
Articles, all Directors are subject to election by 
shareholders at the first annual general meeting 
following their appointment, and to re-election 
thereafter at intervals of no more than three years.

The Board is aware of the FRC’s suggestion that 
companies outside the FTSE 350 should consider 
the annual re-election of all Directors. On the basis 
that this is not a requirement of the Code and it has 
not been raised as an issue by any shareholders the  
Board has chosen not to change its existing practice.

Non-Executive Directors submit themselves for 
annual re-election if they have served for more than 
nine years since first election.

The Non-Executive Directors are appointed by the 
Board on terms which allow for termination on three 
months’ notice. Copies of Executive Directors’ service 
contracts and terms and conditions of appointment for 
Non-Executive Directors are available for inspection at 
the Registered Office and prior to the AGM.

Biographies of the Directors appear on page 42. 
These illustrate the range of business and financial 
experience upon which the Board is able to call. 
The intention of the Board is that its membership 
should be balanced between executives and non-
executives and have the appropriate skills and 
experience. The special position and role of the 
Chairman under the Code is recognised by the 
Board and a written statement of the division of 
responsibilities of the Chairman and Chief Executive 
Officer has been agreed. The Chairman is responsible 
for the leadership of the Board and ensuring its 
effectiveness on all aspects of its role. The Chief 
Executive Officer manages the Group and has the 
prime role, with the assistance of the Board, of 
developing and implementing business strategy.

One of the roles of the Non-Executive Directors 
under the leadership of the Chairman is to 
undertake detailed examination and discussion of 
strategies proposed by the Executive Directors, so 
as to ensure that decisions are in the best long-term 
interests of shareholders and take proper account of 
the interests of the Group’s other stakeholders. The 
Chairman ensures that meetings of Non-Executive 
Directors without the Executive Directors are held.

STATEMENT OF COMPLIANCE WITH THE UK 
CORPORATE GOVERNANCE CODE
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Corporate Governance Report continued

The Remuneration Committee’s principal responsibilities are to decide on remuneration policy on behalf of 
the Board and to determine remuneration packages and other terms and conditions of employment, including 
appropriate performance related benefits for the Executive Directors and other senior executives. More details 
of the activities of the Remuneration Committee are set out in the Remuneration Report on pages 53 to 74.

ATTENDANCE AT MEETINGS
The Board schedules eight regular meetings per year. This year, three further meetings were convened to 
deal with matters arising between scheduled meetings. 

The Chief Executive Officer and the Chief Financial Officer attend meetings of the Committee by 
invitation, but are absent when issues relating to each of them are discussed.

All Committee and Board meetings held in the year were quorate. Directors’ attendance during the year 
ended 30 September 2017 was as follows:

Board
Audit  

Committee
Remuneration 

Committee
Nomination 
Committee

Paul McDonald1 5/11 2/3* 2/7* 2/4*

Nick Keveth2 2/11 1/3* 1/7* 1/4*

David Evans 11/11 3/3 7/7 4/4

Pim Vervaat 11/11 3/3 7/7 4/4

Chloe Ponsonby 11/11 3/3 7/7 4/4

Andrew Lewis3 2/11 1/3* 1/7* –

Rob Rennie4 4/11 1/3* 4/7* 2/4*

Paul Rayner5 5/11 2/3* 2/7* –

1  Paul McDonald was appointed as a Director on 15 February 2017

2  Nick Keveth was appointed as a Director on 1 June 2017

3  Andrew Lewis stepped down from the Board on 30 November 2016

4  Rob Rennie stepped down from the Board on 15 February 2017

5  Paul Rayner was appointed as a Director on 1 December 2016 and stepped down from the Board on 1 June 2017

* Attended by invitation

HOW THE BOARD OPERATES
The Chairman ensures through the Company 
Secretary that the Board agenda and all relevant 
information is provided to the Board sufficiently 
in advance of meetings and that adequate time 
is available for discussion of all agenda items, in 
particular strategic issues. The Chief Executive 
Officer and the Company Secretary discuss the 
agenda ahead of every meeting. At meetings the 
Chairman ensures that all Directors are able to 
make an effective contribution and every Director 
is encouraged to participate and provide opinions 
on each agenda item. The Chairman always seeks to 
achieve unanimous decisions of the Board following 
due discussion of agenda items. The Non-Executive 
Directors fully review the Group’s operational 
performance and the Board as a whole has, with a 
view to reinforcing its oversight and control, reserved 
a list of powers solely to itself which are not to be 
delegated to management.

This list includes appropriate strategic, financial, 
organisational and compliance issues, including the 
approval of high level announcements, circulars 
and the Annual Report and Accounts and certain 
strategic and management issues.

Examples of strategic and management issues 
include the following:

• Approval of the annual operating budget and the 
three year plan

• The extension of the Group’s activities into new 
business and geographic areas (or their cessation)

• Changes to the corporate or capital structure

• Financial issues, including changes in accounting 
policy, the approval of dividends, bank facilities  
and guarantees

• Changes to the constitution of the Board

• The approval of significant contracts, for 
example the acquisition or disposal of assets 
worth more than £1,000,000 or the exposure 
of the Company or the Group to a risk greater 
than £1,000,000

• The approval of unbudgeted capital expenditure 
exceeding £250,000

• The approval of quotations and sale contracts 
where the sales commission payable to an 
intermediary exceeds 10% of the net invoice price

• Consideration and approval of all proposed 
acquisitions and mergers

Each Director has full and timely access to all 
relevant information and the Board meets regularly 
with appropriate contact between meetings. All 
Directors receive a tailored induction to the Group 
from the Company Secretary on joining the Board. 
When appointed, Non-Executive Directors are 
made aware of and acknowledge their ability to 
meet the time commitments necessary to fulfil 
their Board and Committee duties. Procedures are 
in place, which have been agreed by the Board, for 
Directors, where necessary in the furtherance of 
their duties, to take independent professional advice 
at the Company’s expense and all Directors have 
access to the Company Secretary. The Company 
Secretary is responsible to the Board for ensuring 
that all Board procedures are complied with. The 
removal of the Company Secretary is a decision for 
the Board as a whole.

COMMITTEES OF THE BOARD
Of particular importance in a governance context 
are the three committees of the Board, namely 
the Remuneration Committee, the Nomination 
Committee and the Audit Committee. Each 
Committee operates under clear terms of reference, 
copies of which are available on our website. Detail 
of the operation of each Committee is provided 
within the relevant Committees’ report.

The members of the Committees comprise the 
Chairman and all the Non-Executive Directors. 
The Company Secretary advises and acts as a 
secretary to the Committees. The Non-Executive 
Directors continue to regard the Chairman as 
adding significant value to the deliberations of the 
Audit Committee and his membership is ratified 
by Provision C.3.1. of the Code, which permits 
listed companies outside the FTSE 350 to allow the 
Chairman to sit on the Audit Committee where he 
or she was considered independent on appointment 
as Chairman. Pim Vervaat is Chairman of the Audit 
Committee. The Board is satisfied that Mr Vervaat 
has recent relevant financial experience and his 
profile appears on page 42. David Evans is Chairman 
of the Nomination Committee but, in accordance 
with the Committee’s terms of reference, is not 
permitted to chair meetings when the Committee 
is dealing with matters relating to the Board 
Chairman position. Chloe Ponsonby is Chair of  
the Remuneration Committee.

PERFORMANCE EVALUATION
The Board conducts an annual review of its 
performance and that of its Committees and 
the individual Directors. The 2017 Board 
evaluation process was conducted internally, led 
by the Chairman and facilitated by the Company 
Secretary. All Board members completed detailed 
questionnaires and took part in individual 
interviews. The evaluation covered a number of 
areas including: Board remit and responsibilities, 
Committees and their operation, induction and 
development; Group strategy, internal control 
and risk management. A detailed discussion of the 
findings was held at the September Board meeting 
to consider the matters raised. 

The results of the evaluation concluded that all 
Board members considered that the Board, its 
Committees and individual Directors performed 
effectively during 2017, both individually and as a 
collective unit. 

RELATIONS WITH SHAREHOLDERS
The Directors regard regular communications with 
shareholders as extremely important. All members 
of the Board receive copies of analysts’ reports of 
which the Company is made aware and receive an 
investor relations report from the Chief Financial 
Officer at every Board meeting.

The Board reports formally to its shareholders 
in a number of ways, including regulatory news 
announcements or press releases in response to 
events or routine reporting obligations, a detailed 
Annual Report and Accounts and, at the half year,  
an interim report.

Regular dialogue takes place with institutional 
shareholders, including presentations after the 
Company’s preliminary announcements of the half 
and full year results. The Board receives comments 
from analyst meetings and shareholder meetings 
after both interim and final results and at other 
times during the year.
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Corporate Governance Report continued

INTERNAL CONTROL
There is a clearly defined delegation of authority 
from the Board to the business units, with 
appropriate reporting lines to individual Executive 
Directors. There are procedures for the authorisation 
of capital expenditure and investment, together with 
procedures for post-completion appraisal.

Internal controls are in existence which provide 
reasonable assurance of the maintenance of proper 
accounting records and the reliability of financial 
information used within the business or for publication.

The Group finance department manages the financial 
reporting process to ensure that there is appropriate 
control and review of the financial information 
including the production of the consolidated annual 
accounts. Group Finance is supported by the 
operational finance managers throughout the Group, 
who have the responsibility and accountability 
for providing information in keeping with our 
policies, procedures and internal best practices as 
documented in the internal control manual.

The Board has issued a Code of Conduct which 
reinforces the importance of a robust internal 
control framework throughout the Group. The 
Board recognises that an open and honest culture is 
key to understanding concerns within the business 
and to uncovering and investigating any potential 
wrongdoing. The Code of Conduct sets out the 
procedure whereby individuals may raise concerns 
in matters of financial reporting or any other matter 
of concern with management and directly with 
the Chairman of the Audit Committee to ensure 
independent investigation and appropriate follow  
up action. The Code of Conduct is reviewed annually.

Although the Board itself retains the ultimate power 
and authority in relation to decision making, the 
Audit Committee meets at least three times a year 
with management and external auditors to review 
specific accounting, reporting and financial control 
matters. This Committee also reviews the interim, 
preliminary and annual statements and has primary 
responsibility for making a recommendation on 
the appointment, reappointment and removal of 
external auditors.

DISCLOSURE AND TRANSPARENCY RULES (‘DTR’)
Disclosures in respect of the DTR requirements under 
DTR 7.2.6 are given in the Directors’ Report on pages 
75 to 79 and have been included by reference.

GOING CONCERN
After making appropriate enquiries, the Directors 
have, at the time of approving the financial 
statements, formed a judgement that there is a 
reasonable expectation that the Company and Group 
have adequate resources to continue in operational 
existence for the foreseeable future. For this reason, 
the Directors continue to adopt the going concern 
basis in preparing the financial statements.

This conclusion is based on a review of the 
resources available to the Group, taking account 
of the Group’s financial projections together with 
available cash and committed borrowing facilities.

In reaching this conclusion, the Board has 
considered the magnitude of potential impacts 
resulting from uncertain future events or changes 
in conditions, the likelihood of their occurrence and 
the likely effectiveness of mitigating actions that the 
Directors would consider undertaking. 

LONG-TERM VIABILITY STATEMENT
The Directors have assessed the viability of the 
Group over a three year period to September 2020, 
taking account of the Group’s current position 
and the potential impact of the principal risks 
documented in the Strategic Report. Based on 
this assessment, the Directors have a reasonable 
expectation that the Company will be able to 
continue in operation and meet its liabilities as they 
fall due over the period to September 2020.

In making this statement, the Directors have 
considered the resilience of the Group, taking account 
of its current position, the principal risks facing the 
business in severe but reasonable scenarios, and the 
effectiveness of any mitigating actions.

This assessment has considered the potential 
impacts of these risks on the business model, future 
performance, solvency and liquidity over the period.

The Directors have determined that the three year 
period to September 2020 is an appropriate period 
over which to provide its viability statement. In 
making their assessment, the Directors have taken 
account of the Group’s net cash position (see note 
22), its ability to raise new finance in most market 
conditions and other potential mitigating actions 
such as restricting dividend payments.

Pim Vervaat
Chairman of the Audit Committee

15 November 2017

RELATIONS WITH SHAREHOLDERS 
CONTINUED
Shareholders have the opportunity to ask questions 
at the AGM and also have the opportunity to leave 
written questions with the Company Secretary 
for the response of the Directors. The Directors 
also make themselves available after the AGM to 
talk informally to shareholders, should they wish 
to do so and respond throughout the year to any 
correspondence from individual shareholders.

At the AGM on 1 February 2018, the Board will 
be following the recommendations in the Code 
regarding the constructive use of annual general 
meetings; as usual, the agenda will include a 
presentation by the Chief Executive Officer 
on aspects of the Group’s business and an 
opportunity for shareholders to ask questions. 
The level of proxies received for each AGM 
resolution is declared after the resolution has 
been dealt with on a show of hands, providing no 
poll has been called for. The Board has no plans 
to introduce poll voting on all business at general 
meetings as a substitute for using proxy votes,  
as this is not a requirement of the Code.

The Non-Executive Directors, having considered 
the Code with regard to relations with shareholders, 
are of the view that it is most appropriate for the 
shareholders to have regular dialogue with the 
Executive Directors. The results of all dialogue with 
shareholders are communicated to the Board and 
reviewed by all Non-Executive Directors. However, 
should shareholders have concerns, which they feel 
cannot be resolved through normal shareholder 
meetings, the Chairman, Senior Independent 
Non-Executive Director and the remaining Non-
Executive Director may be contacted through  
the Company Secretary.

ACCOUNTABILITY AND AUDIT
The Code requires that Directors review the 
effectiveness of the Group’s system of internal 
controls on a continuing basis. The scope of this 
review covers all controls including financial, 
operational and compliance controls, as well as risk 
management. As indicated earlier, the Board has 
put in place a framework of internal controls and 
the Audit Committee has responsibility to review, 
monitor and make policy and recommendations to 
the Board upon all such matters.

The Directors acknowledge their responsibility for 
the Group’s system of internal control. The Board, 
through the Audit Committee, keeps this system 
under continuous review and formally considers its 
content and its effectiveness on an annual basis. 
Such a system can provide only reasonable, and not 
absolute, assurance against material misstatements 
or losses. The section on internal control in the 
Audit Committee Report on pages 50 to 52 and 
the following paragraphs describe relevant key 
procedures within the Group’s systems of internal 
control and the process by which the Directors have 
reviewed their effectiveness.

Systems exist throughout the Group which provide 
for the creation of three year plans and annual 
budgets; monthly reports enable the Board to 
compare performance against budget and to take 
action where appropriate.

Procedures are in place to identify all major 
business risks and to evaluate their potential 
impact on the Group.

These risks are described within the Strategic 
Report on pages 32 to 35. 

RISK MANAGEMENT
Risk is managed by the Group Executive team 
during the year, led by the Company Secretary and 
the Chief Executive Officer. The Group Executive 
team sets its key priorities for successfully managing 
the Group’s businesses. This process inherently 
addresses risk and the Company Secretary leads 
an exercise that ensures the known risks to the 
businesses, together with any newly identified risks, 
are assessed and analysed effectively and that the 
priorities eliminate, minimise, control or transfer risk 
(or the effect thereof) as appropriate. The Company 
Secretary also sponsors a review of the continuing 
effectiveness of other aspects of the control 
environment by the Group Executive team.

The Board carried out quarterly reviews of the key 
risks facing the Group during the year, following 
the quarterly reviews conducted by the Group 
Executive management team.

The Board also carried out an annual review of the 
major business risks affecting the Group, including 
the macro risks. In the year under review, the risk 
assessments carried out both at business level 
and at Board level continue to be reviewed and 
strengthened. 
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