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When a national association's leadership refers to its state divisions as chapters, branches, or affiliates,
these words are frequently used interchangeably in conversation and are not remotely interchangeable in
law. Each implies a different legal relationship, and confusing them creates precisely the kind of
governance ambiguity and liability exposure this series has repeatedly identified as the source of
disputes.

)
Which rules apply to your association?

The law depends on how your association is set up. A company limited by guarantee follows the
Corporations Act 2001 (Cth) and its constitution. An incorporated association follows its state or
territory associations Act and its rules. A registered charity also follows the ACNC Act and the ACNC
Governance Standards, and some Corporations Act rules are replaced for charities that are companies.
Check your own governing documents, and get advice before decisions with legal consequences.

In this resource

1. The Same Principle Already Established, Now Applied Domestically

2. How An Affiliate Model Works In Practice

The Same Principle Already Established, Now Applied Domestically

This connects directly to the branch-versus-subsidiary liability principle discussed earlier in this series in
the context of international expansion, and the identical logic applies to state chapters within Australia. A
chapter operating under the national body's own legal identity, without separate incorporation, means the
national association carries the liability for whatever that chapter does, precisely as an overseas branch
would expose its parent. An affiliate, by contrast, is usually a separate legal entity (often a state or
territory incorporated association) with its own ABN and registration, bound to the national body by a
formal affiliation agreement rather than by the national constitution directly. If an "affiliate" is
unincorporated, get advice on who carries its liabilities. Some national bodies use a federated model
instead, in which the state bodies are themselves members of a national company limited by guarantee.
The national body sets conditions through that agreement, compliance standards, reporting obligations,
brand guidelines, but does not automatically carry the affiliate's liabilities the way it would for an
unincorporated chapter, although exposure can still arise through guarantees, shared branding,
representations to the public, or the national body exercising practical control over the affiliate's
operations.

How An Affiliate Model Works In Practice

As an illustrative model, a national body may adopt an affiliate-style structure, with state divisions
operating as autonomous, separately incorporated associations in their own right, loosely coordinated
through informal arrangements between state representatives rather than formal national legal control.
This structure limits the national body's exposure to what happens within each state division, at the cost
of the tighter brand and operational control a chapter model would otherwise provide. The word your
association uses internally to describe its state divisions should reflect the actual legal relationship in
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place, not simply the term that has always been used informally. A board discovering these do not match
has discovered a governance gap, not a semantic quibble.

e Confirm which structural model your association's state divisions operate under, chapter, affiliate, or
an ambiguous branch arrangement, rather than assuming the terminology used matches the actual
legal relationship.

« Understand that an unincorporated chapter operating under the national body's own legal identity
means the national association carries full liability for that chapter's actions, exactly as an overseas
branch would. Check that chapter bank accounts, contracts and insurance sit under the national
body's delegations and policies, since the national body is the legal party.

« Formalise any separate, incorporated division's relationship to the national body through a proper
affiliation agreement, connecting directly to the brand and licensing discipline discussed earlier in
this series.

« Treat any transition between models, an affiliate becoming a chapter or the reverse, as a legal
transaction requiring formal advice, since assets and legal entities must actually be dissolved or
transferred correctly.

* Review this structure periodically as your association grows, since the right model for a smaller,
younger national body may not remain the right one as individual state divisions mature and take on
independent risk.

A national association's relationship with its state divisions is a governance architecture decision, not a
naming convention. Getting the terminology to actually match the legal reality protects both the national
body and its divisions from discovering, only after a dispute or liability arises, that the relationship
everyone assumed was in place was never actually formalised that way.

This is one of the practical governance topics built into our Board Director course, alongside the papers,
tools and frameworks that turn the principle into your board's actual practice. Explore the course

Annie Gibbins
Founder and CEO, Nexus Leadership
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BOARDROOM ACTION WORKSHEET

Chapters, Branches, Affiliates: Not Interchangeable Words

Turn the resource into evidence, a decision and an accountable next step. Keep the completed record
in your association's approved board records system.

a What is the issue or decision?

State the governance question in one clear sentence.

6 What evidence do we already have?
Record the facts, source documents and stakeholder evidence available now.

e What evidence is still needed?
Identify the legal, regulatory, financial, member or operational information still required.

° What is the agreed next action?
Capture the owner, timeframe and how the matter will return to the board.

Action owner Review date Board decision or resolution

General education, not legal, financial, tax, clinical or governance advice. Confirm specifics at the relevant primary source or with
your own qualified adviser. Nexus Leadership is operated by Lipstick Consulting Pty Ltd - ABN 15 619 120 482.

CONTINUE YOUR LEARNING
Turn governance principles into practical board action.

Self-paced courses, editable resources and practical support for association boards and CEOs at
nexusleadership.com.au.
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