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BY-LAW 17 | FINANCIAL NON-BORROWING & CAPITAL PRESERVATION BY-LAW 

 

1. Authority 

This By-Law is made pursuant to the Constitution of the Company and in accordance with: 

• Corporations Act 2001 (Cth). 

• Registered Clubs Act 1976 (NSW). 

• Registered Clubs Regulation 2015 (NSW). 

• Australian Charities and Not-for-profits Commission Act 2012 (Cth) (if applicable). 

This By-Law shall be read consistently with those Acts and the Constitution. If inconsistent, the 
Constitution and applicable legislation prevail. 

 

2. Purpose 

The purpose of this By-Law is to: 

• Preserve capital integrity. 

• Prevent financial risk exposure. 

• Protect members’ assets. 

• Ensure long-term solvency. 

• Maintain charitable and community purpose compliance. 

 

3. Absolute Prohibition on Borrowing 

3.1 The Company must not: 

a) Borrow money in any form; 
b) Obtain finance, loans, advances, credit facilities or overdrafts; 
c) Enter into any debenture, bond, note, or debt instrument; 
d) Enter into hire purchase, chattel mortgage, finance lease, or asset finance arrangements; 
e) Guarantee the obligations of any third party; 
f) Provide indemnities creating financial liability beyond ordinary operations. 

3.2 The Company must not enter into any arrangement that has the commercial effect of 
borrowing. 



 

4. Limited Trade Credit Permitted 

4.1 The Company may obtain ordinary trade credit strictly limited to: 

• Supply of goods and services. 

• Utilities. 

• Inventory. 

• Professional services. 

4.2 Trade credit must: 

• Be on arm’s-length commercial terms. 

• Not exceed 30 days unless approved by Board resolution. 

• Not attract interest (other than default interest). 

• Not create any security interest. 

 

5. Prohibition on Security Over Assets 

5.1 The Company must not: 

a) Grant a mortgage, charge, lien, pledge or security interest over any asset; 
b) Encumber freehold or leasehold interests; 
c) Register any security under the PPSA; 
d) Use gaming machine entitlements as collateral; 
e) Assign receivables as security. 

5.2 This includes present and future property. 

 

6. Prohibition on Lending 

6.1 The Company must not: 

• Lend money to any person or entity; 

• Advance funds other than in the ordinary course of operations; 

• Provide financial accommodation; 

• Invest in private debt instruments not approved as permitted investments. 

6.2 This does not prevent: 

• Security deposits required under leases. 

• Prepayments for goods/services. 

• Ordinary employee reimbursements. 



 

7. No Use of Leasehold to Secure Finance 

The Company must not: 

• Use any leasehold interest as security. 

• Consent to any financier taking a caveat or security interest over its lease. 

• Agree to landlord consent for security purposes. 

 

8. Director Duties & Personal Liability Warning 

Directors must ensure compliance with: 

• s180–184 Corporations Act (duties of care and good faith). 

• Solvency obligations. 

• Registered Clubs governance requirements. 

Any resolution contrary to this By-Law is void unless amended by special resolution of 
members. 

 

9. Amendment 

This By-Law may only be amended by: 

• Special resolution of members; and 

• Confirmation that amendment does not breach charitable status or statutory 
obligations. 

 


