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 INTRODUCTION
In its widest sense, the term “corporate governance” covers the organisation of the control mechanisms and the management of a company, 
including the relationship between the members of the company and its management, and the operation of the company’s Board.  Corporate 
governance consists of a set of principles and conducts which set the tone for the way in which companies are managed and controlled and 
which ultimately reflect its culture and values. Its purpose is to facilitate effective, entrepreneurial and prudent management that can help 
to deliver the long-term success of the company.

Good governance forms an integral part of corporate culture, embodies the values of integrity and responsibility, and is based on the 
transparency of decision-making processes and on respect for the interests of members and any other stakeholders, namely regulators, 
employees, suppliers, customers, and of civil society in a broader sense. It also implies effective risk management, thorough control 
mechanisms, a transparent approach to conflicts of interest, and regular reports from Executive Management to the Board of Directors, and 
from the Board to the General Meeting of Members.

It should be noted that the current governance of P&I Clubs in general owes much to their history and development as mutual insurers of 
P&I liabilities. While it is important that governance is transparent and robust there are idiosyncratic features of P&I Clubs which have worked 
successfully and which we believe it is better to maintain, and explain, than discard.

In the context of a mutual, the shareholders are the members of the Club who are themselves the insurance policy holders too. The Board 
of the Club is largely drawn from the membership.  While this might theoretically give rise to potential conflicts of interest, in practice it has 
not done so. In practice, we believe that the governance is strengthened by the Directors having a deep knowledge of the shipping markets 
in which the Club is providing insurance as it gives them great insight into the very risks which the Club is underwriting.

The Board, being drawn principally from the membership, is very international and it is typically not practical for it to meet more frequently 
than quarterly.  For this reason, and historically, the management of P&I Clubs has mainly been outsourced, either to independent 
management firms or, as in our case, to a wholly owned subsidiary management company.  In this sense, although the Club itself employs 
staff in its head office in Luxembourg for the purposes of regulatory and fiscal reporting, the Club’s operational management is sub-
contracted and the Board itself does not include any Executive Directors.   In practice this does not affect the closeness or efficiency of the 
relationship between the Board and the management which is reinforced by regular meetings and conversations between the Chair and 
other senior Directors, and with the Managers.

Subject to these points, in considering matters of governance we, the Board of the Club, have adopted as guidance The Ten Principles of 
Corporate Governance of the Luxembourg Stock Exchange (4th Edition December 2017).  Whilst the Club is not bound by this code, we have 
embraced the general principles and key features in establishing a sound and transparent policy on governance.
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This Charter describes how we intend to apply these principles to our governance of the Club.  It lists the principles with explanations under 
each heading of our intended practice.  We have made two changes to the text of the listed principles, which is to change the word ‘company’ 
to ‘Club and ‘shareholders’ to ‘Members’ in order to reflect correctly the constitutional status of Members. The following chart illustrates the 
Club’s Governance structure in practice:
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Principle 1
 CORPORATE GOVERNANCE FRAMEWORK

The Club shall adopt a clear and transparent corporate governance framework for which it will provide 
adequate disclosure.

 � This Charter will provide a clear and transparent framework.

 � The Constitution of the Club sets out the objects of the Club, the rights and obligations of the Members and the powers of the   
 Directors. It is accessible through the Club’s website.

 �  The Board is responsible for all strategic aspects of the management of the Club. These are outlined in the Club’s Own Risk and 
Solvency Assessment (ORSA) which is submitted to the Club regulator, the Commissariat Aux Assurances.
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Principle 2
 THE BOARD OF DIRECTORS’ REMIT

The Board shall be responsible for the management of the Club.  As a collective body, it shall act in 
the corporate interest and shall serve all the Members by ensuring the long-term success of the Club.

 �  The Board will determine the strategic objectives of the Club, the acceptable level of risk for the Club, and its key policies.

 �  The Board will meet as often as is necessary for the effective discharge of its obligations. The Board will meet at least once a quarter in 
order to monitor the development of the Club’s activities.

 � The Board has delegated to the Managers, being The Shipowners’ Protection Limited – a wholly owned subsidiary of the Club -   
 the operational management of the Club, but maintains ultimate oversight of, and responsibility for, the management.

 � The oversight role of the Directors will be fulfilled by their scrutiny at every quarterly meeting of the Club’s business operation on   
 the  basis of reports prepared by the Managers.  In this sense, in the context of governance, the arrangements have the same   
 effect as Executive Directors reporting to a Board of which the majority are non-Executive Directors.

 �  The Directors will engage in constructive and critical discussion of the strategy and key policies put forward by the Managers and will 
contribute to their development.

The Chair will establish a close relationship with the Managers providing support and advice, without encroaching on their executive 
responsibilities.
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Principle 3
  COMPOSITION OF THE BOARD OF DIRECTORS AND THE 

SPECIAL COMMITTEES
The Board shall be composed of competent, honest and qualified persons. Their choice shall take 
account of the specific features of the Club.

The Board shall establish the special committees necessary for the proper execution of its remit.

 �  It is important that appointments to the Board should reflect a balance between the different membership and vessel sectors of the 
Club and the geographical areas where the Members operate in order to bring insight into the underwriting risks which the Club is 
facing. 

 � It is important that a significant proportion of the Directors should be actively engaged with member companies.

 � At the same time, it is important that the composition of the Board includes a variety of individuals with personal all round business  
 skills providing complementary experience in, and knowledge of, corporate, financial and insurance issues sufficient to provide   
 appropriate review and challenge of the Managers. 

 � The Chair of the Board will ensure, with the assistance of the Managers, that Directors receive timely and adequate information   
 enabling them to perform their duties in an informed manner.

 � The Directors will fully acquaint themselves with the information received.  In addition, they may request additional information from  
 the Chair or the Chief Executive of the Managers whenever they consider it to be appropriate.

 � Each Director undertakes to devote the necessary time and attention to his duties to the extent necessary for him to be able to   
 discharge them properly.
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Principle 3 (continued)
 � Members of the Board and the Managers are able to recommend to the Board suitable candidates for nomination as Directors.    

 Any such nominations will be evaluated by the Chair and the Managers as to skills, knowledge and experience, and, if deemed   
 acceptable, will be put to the Board for consideration and approval.

 � The Chair and Managers will ensure that new Directors receive an induction into the way the Club functions, enabling them to   
 contribute in the best possible manner to the work of the Board.

 � The Directors operate within a ‘training and competency’ framework.  The competencies required of the Director role have been   
 identified and the Directors individually undergo an annual assessment process to ensure that they remain competent.

 � As a part of this process the Directors will update their skills and their knowledge of the Club to ensure that they can fulfil their role   
 both on the Board and, where relevant, on Committees of the Board.  The Chair will ensure that the necessary resources are   
 available for updating the knowledge and skills of the Directors, including regular learning sessions at Board meetings.

 � The Board, through the Chair in conjunction with the CEO, will prepare plans for the succession of Directors, ensuring that a   
 balance of skills is maintained within the Board at all times. 

 � The Board will ensure that any special committees necessary for it to fulfil its duties properly are set up.

 � The Committees of the Board will perform their tasks within the framework of the terms of reference that they have been given   
 and ensure that they report regularly on their activity and on the results of their work to the Board.

The Board is assisted in carrying out its duties by three Committees, namely the Audit and Risk Committee, the Finance Committee and 
the Remuneration Committee, the responsibilities of which are set out in appendix 9.
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Principle 4
  APPOINTMENTS OF DIRECTORS AND EXECUTIVE MANAGERS

The Club shall establish a formal procedure for the appointment of Directors and Executive Managers.

 � The Board will adopt the procedure outlined above in relation to the appointment of Directors.

 � The role of ‘Executive Managers’ is fulfilled by the Directeur / General Manager of the Club in Luxembourg, and by the Directors of the  
 management company, The Shipowners’ Protection Limited, which is a wholly owned subsidiary of the Club.  The management   
 services are subject to a Management Services Agreement.
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Principle 5
 CONFLICTS OF INTEREST AND BUSINESS ETHICS RULES

The Directors must show integrity and commitment. Each shall represent the Members as a whole, 
and shall make decisions solely in the Club’s interest, and independently of any conflict of interest.

 � Each Director will complete annually a declaration of any other directorship, office or responsibility - including executive positions   
 – which he / she undertakes outside the Club during the term of his directorship.  The Chair will review these declarations to ensure  
 there is no conflict of interest Appendix 16

 � Any Director, who is a Member, or a representative of a Member, has a potential conflict of interest in relation to his membership entry  
 in the Club.  When acting in the capacity of a Director, each Director shall nevertheless represent the Members as a whole, and shall  
 make decisions solely in the Club’s interest, and independently of any conflict of interest.

 � A Director may have a personal or corporate interest in an aspect of the Club’s business apart from his own membership entry in the  
 Club.  If so, he / she will declare it and it will be up to the Board to decide if it is relevant and whether the Director concerned should be  
 excluded from discussion of this aspect of the Club’s business.

 � A Director may have an interest in a claim.  This may be a direct or beneficial interest, through employment, a significant shareholding  
 or a directorship in the relevant Member company, or its management or operating companies, or in any other related companies   
 which could directly or indirectly benefit.  Alternatively, it may be an indirect commercial or competitive interest in the claim.  In either  
 event the Director will declare the interest.

 � In the case of a direct interest the Director concerned will take no part in the discussion of the claim in the Board meeting, and if the  
 claim itself is a discretionary claim that Director will leave the meeting room during the discussion.

 � In the case of an indirect interest in a claim it will be up to the Board to decide if it is relevant and whether the Director concerned   
 should leave the room.

 � Directors are required to keep information received in their capacity as Directors confidential, and may not use it for any other purpose  
 than for fulfilling their remit.
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Principle 6
  EVALUATION OF THE PERFORMANCE OF THE BOARD

The Board shall assess regularly its operating methods and its relationship with the Executive 
Management.

 �  The Board will regularly carry out an evaluation of its performance which will be reviewed regularly through the internal audit process.  
It will likewise examine its composition, organisation and effectiveness as a collective body.  It will draw the necessary conclusions 
from this evaluation and, where necessary, take appropriate steps to improve its performance.  

 � A similar evaluation will be carried out by each Committee.

 � The Board keeps the services of the Managers under regular review by means of the formal reporting requirements at each quarterly  
 meeting of the Board.

 � At the end of each Board meeting the Directors review the performance of the Managers without the Managers being present.

 � The Board will review the performance of the Managers in accordance with the provisions of the Management Services Agreement  
 annually.
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Principle 7
 MANAGEMENT STRUCTURE

The Board shall set up an effective structure of executive management.  It shall clearly define the 
assignments and duties of Executive Management and shall delegate the powers required for the 
proper discharge of these assignments and duties to the latter.

 �  The Management Services Agreement sets out in detail the powers and responsibilities of the Managers.

 � The Executive Management shall: 

  - be entrusted with the day-to-day running of the Club; 

  - be responsible for preparing complete, timely, reliable and accurate financial statements in accordance with the accounting   
  standards and policies of the company; 

  - submit an objective and understandable assessment of the company’s financial situation to the Board;

  - regularly submit proposals to the Board regarding strategy definition; 

  - participate in the preparation of decisions to be taken by the Board; 

  - supply the Board with all the information necessary for the discharge of its obligations in a timely fashion; 

  - set up internal controls (systems for the identification, assessment, management and monitoring of financial and other risks),   
  without prejudice to the Board’s role in this matter; 

  - regularly account to the Board regarding the discharge of its responsibilities.

The Executive Management team is made up of the SPL Directors and Directeur/General Manager – Luxembourg. This group are 
collectively responsible for the day-to-day management of the Club’s activities. 
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Principle 8
 REMUNERATION POLICY

The Club will secure the services of qualified Directors and Executive Managers by means of a fair 
remuneration policy that is compatible with the long term interests of the company.

 � The Remuneration Committee meets at least twice a year and reports back to the Board after its meeting.

 � In accordance with its terms of reference it reviews Directors’ remuneration triennially and the remuneration of the senior   
 management staff annually, for which purpose market surveys are undertaken regularly.
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Principle 9
  FINANCIAL REPORTING, INTERNAL CONTROL  

AND RISK MANAGEMENT
The Board shall establish strict rules that are designed to protect the company’s interests, in the 
areas of financial reporting, internal control and risk management.

 � The Board has established an Enterprise Risk Management (ERM) framework of which the details are set out in the Club’s ORSA.

 � The Board has delegated to the Audit & Risk Committee the responsibility to oversee and report to the Board on all risk management  
 matters.

 � In accordance with its terms of reference the Audit & Risk Committee will report to the Board on the Managers’ internal controls which  
 will also be subject to an out-sourced ‘internal audit’ process.

 � The Board will receive an annual ‘Compliance Report’ from the Managers, covering all aspects of the business operation and corporate  
 compliance.

 � The Board delegates to the Audit & Risk Committee, in accordance with its terms of reference, power to establish the reporting   
 requirements and timetable for reporting financial information.

 � The Audit & Risk Committee will report to the Board accordingly.
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Principle 10
 MEMBERS

The Club will respect the rights of its Members and ensure they receive equal treatment.  

The Club will establish a policy of active communication with Members.

 � With the global geographical dispersal of the membership, it is only realistic to communicate with Members through the Club’s website  
 and other forms of social media.

 � The Managers have devoted a specific section of the Club’s website to the disclosure of relevant information for Members, including a  
 description of the conditions for access to, and procedures for, voting at General Meetings of Members.  The Managers will give   
 Members the opportunity to submit proxies or to download proxy and/or registration forms and any relevant documentation for   
 General Meetings of Members.

 � The Managers will give Members the option to raise issues via the website.  General meetings should enable the Members to exercise  
 their rights fully.  The Board will encourage dialogue at such general meetings and will encourage Members to take part in meetings.   
 Members who cannot attend are able to vote by proxy.

 � At least 21 clear days prior to general meetings the Managers will make relevant information accessible by all useful means and in   
 particular via the Club’s website.

 � When calling general meetings, the Managers will communicate the agenda and resolutions to put to the vote to all Members in a   
 timely fashion, at least 21 clear days before the meeting, and with due regard for the geographic dispersal of the Members.

 � The Managers will post the results of votes and the minutes of general meetings on its website as soon as possible after the meeting.   




