LUTINE YACHTS LIMITED
REVISED EXPLANATORY NOTE

This explanatory memorandum accompanies the proposed new Articles of Association of
Lutine Yachts Limited (the Company or LYL). Itis intended to assist members in
understanding why new Articles are proposed and why a revised constitution is
appropriate.

Lloyd’s Yacht Club (the Club) is an unincorporated association of individual members, it
has no legal personality and cannot own assets. The Company is a private company
limited by guarantee with no share capital. It exists to hold and operate assets (including
the yacht Lutine) for the benefit and purposes of the members of the Club. Full
Membership of the Club results in automatic membership of the Company.

1. Background and legal context

The Company was incorporated in the year 2000; its constitution derives from a
Memorandum of Association which was a document formerly required to set out a
company’s objects. Under current company law, companies do not require a
Memorandum and have unrestricted objects unless specifically restricted. The Articles of
the Company are currently a modified form of “Table A” which is a lengthy set of cover-all
provisions, including many designed for trading companies with shareholders, which are
unnecessary and potentially confusing for a non-profit guarantee company. For
Companies incorporated since the Companies Act 2006, all core constitutional
information resides in articles of association. Companies are free to adopt bespoke
articles suited to their particular structure and purpose.

The proposed articles would replace the existing Memorandum and Articles with a short,
modern and purpose-built constitution appropriate for a company limited by guarantee
that exists solely to support a members’ club.

2. Nature of the Company

As a company limited by guarantee, LYL does not have shareholders; members do not own
shares and cannot receive dividends. Members’ financial exposure is strictly limited.
Company law requires the Articles of such companies to state that members’ liability is
limited; and the amount of the guarantee. Article 6.2 states “Each member undertakes to
contribute up to £1 in the event of winding up.” That is the guarantee and is the maximum
amount a member can be required to pay if the Company is formally wound up. The
guarantee does not apply to day-to-day operating losses and is only relevant in the unlikely
event of a formal winding up.



When a person stops being a Full Member of the Club, they also stop being a member of
the Company; but under company law, the £1 guarantee still applies for up to 12 months
after leaving, in respect of liabilities incurred before they left.

The Company is:

a legal person which can own assets, something which a Club, as a group of
individuals, cannot

owned by and accountable to the same individuals who comprise the voting
membership of the Club;

controlled, in practice and in policy, by the Club in general meeting;
non-profit in operation, with no ability to distribute income or assets to members;
operated alongside, and in alignment with, a more detailed set of Club Rules.

3. Relationship with the Club

The proposed Articles expressly recognise that:

the Company exists to support the Club’s purposes;
the Club determines policy, strategy and use of the yacht and other assets;
Company members are identical to Full Members of the Club;

amendments to the Club Rules may impact the Company unless compliance would
be unlawful; and

insolvency law and directors’ statutory duties override the Club where required by
law.

The Articles make clear that, while the Company exists to serve the Club, the directors
must at all times comply with company law and their statutory duties. This reflects the
reality of how the Club and Company already operate.

4. \Why the Articles are concise

The Club Rules are intended to house the main constitutional machinery for the Club.
However, Company Law requires the Company to have its own constitution and
governance. As far as permitted, the intention is to have decisions taken by the Club to
have direct effect on the Company.




5. What the new Articles do cover

Despite their brevity, the Articles cover all matters that must or should be dealt with at
company level, including:

e limited liability and the guarantee obligation (no change);

e Company objects appropriate to yacht ownership and chartering;

e non-profit application of income (no change);

e winding-up asset lock (no change);

e director appointment, powers and duties (clarified);

e borrowing and security (limited to ownership and operation of the yacht);
e engagement and payment of professional skippers and advisers;

e insurance and indemnity (within statutory limits); and

e data protection alignment.

6. Conclusion
The proposed Articles are deliberately concise. They provide:

e legal certainty;

e clarity of purpose;

e alignment with the amended Club Rules; and
e protection for members and directors,

They are proportionate to the Company’s role and, in the opinion of the Committee,
appropriate for approval by the members in general meeting.



