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Fact Sheet 
Changes to Bank Australia’s Constitution — 
mutual capital reforms and MCIs 
 

 

What is a mutual entity? 
A mutual entity is an organisation based on the principle of 
mutuality: people organising together to meet their shared 
needs. The members of a mutual are its customers. The 
mutual sector is very diverse with mutual entities operating in 
almost every sector of the Australian economy. At Bank 
Australia, we are a customer-owned, responsible bank, in the 
business to create mutual prosperity — for customers, the 
communities they live in and the planet we all live on. 

Until recently, there was no legal definition of “mutual 
entity”.  But as of last year, the Corporations Act now includes 
a definition of “mutual entity” for the first time in Australia’s 
history. Essentially, a “mutual entity” is a company where no 
member has more than one vote in a general meeting.  

It’s great to have official recognition at last, and this 
definition of “mutual entity” is also important because only 
mutual entities can issue mutual capital instruments (MCIs) 
(see below for further details). 

What are the benefits of being a member of a 
mutual entity? 
We do things a little differently to other banks. We are owned 
by our customers. 

When you join us as a customer, you are agreeing to become 
a “member” of the company. As a member, you have a 
“member share”. Provided you’re over 18, your member 
share gives you voting rights, including in general meetings, 
in director elections, or in a vote to restructure or wind up the 
company.  

In this way, as a member, you have a real say in how the 
bank is run, including a vote on our directors’ salaries and a 
say in where we invest our profits. Our profits are returned to 
customers through better rates and fees, and our 
investments are used to create positive social and 
environmental change. 
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What are mutual capital instruments (MCIs)? 
Mutual capital instruments, or MCIs, are a new type of share, 
which can be issued only by mutual entities. An MCI can be 
issued by a mutual entity to raise capital, while remaining a 
mutual entity. 

This new type of share was created as part of the Treasury 
Laws Amendment (Mutual Reforms) Act 2019 (Mutual 
Reforms) introduced in April 2019. The legislation 
implemented a number of recommendations from the 
Hammond Review, which was an inquiry into the barriers that 
co-operatives, mutuals and member-owned businesses faced 
in being able to compete. The review examined challenges 
faced by mutuals in raising capital, including that they do not 
have access to the sources of capital that larger listed banks 
or other companies can access by issuing ordinary shares. 
This has meant mutuals, like Bank Australia, have relied 
primarily on retained earnings from profits, and on debt, to 
grow their business.  

These are major wins for the mutual sector and for banking 
sector competition, and herald a new era for mutual entities 
in Australia.  

Why is Bank Australia proposing changes to its 
Constitution? 
The changes to Bank Australia’s Constitution will mean Bank 
Australia can take advantage of the Mutual Reforms. Access 
to this new type of capital can assist Bank Australia in future 
to continue to invest, innovate, grow and compete, ensuring 
sustainability for future generations of members, while 

maintaining our mutuality. 

The first step is to ensure our Constitution provides for Bank 
Australia to issue MCIs and limits each member or MCI holder 
to no more than one vote regardless of the value of their 
investment in MCIs (ie one member = no more than one 
vote).  Making this change now means we can make use of 
the “special procedure” to amend our Constitution included 
in the Mutual Reforms, before it expires. 

Importantly, the proposed changes do not affect Bank 
Australia’s status as a mutual. This is absolutely not a move 
towards a demutualisation. 

Is Bank Australia planning to issue MCIs? 

Bank Australia has no current plans to issue MCIs but the 
Board and Bank Australia’s management consider it 
important to take advantage of the Mutual Reforms now to 
update Bank Australia’s Constitution.  This will help future-
proof Bank Australia, giving us the flexibility to issue MCIs if 
necessary or desirable to do so at a later stage — either to 
raise regulatory capital or to seize on business opportunities.  

Any decision to issue MCIs would need to be approved by the 
Board of Bank Australia, who would need to determine that 
this decision was in the best interests of members as a whole. 
The issue of MCIs would also be subject to Bank Australia 
obtaining the necessary regulatory approvals.   

Why is Bank Australia proposing to amend the 
Constitution now? 
The Mutual Reforms permit mutual entities to amend their 
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constitutions by complying with the requirements of the 
“special procedure” in the legislation. The Special Procedure 
overrides anything which may be to the contrary in Bank 
Australia’s Constitution and certain provisions of the 
Corporations Act regarding constitutional amendments. This 
provides a straightforward amendment procedure for Bank 
Australia to follow as well as legal certainty on the 
effectiveness of the amendments. 

We are proposing these amendments to members at our 
2020 Annual General Meeting because the special procedure 
is only available until 6 April 2022. 

Will holders of MCIs be members of Bank 
Australia? 
Each MCI holder will be a member of Bank Australia under 
the Corporations Act, but they will not hold a member share 
like a Bank Australia customer.  This means that they will not 
be entitled to the same benefits that holders of member 
shares are entitled to (unless they happen to also hold a 
member share as a Bank Australia customer). 

Will holders of MCIs have voting rights? 
The terms of issue for any MCIs will be decided by the Board 
when MCIs are issued, and the terms will spell out any voting 
rights.  The Board may choose to issue MCIs which do, or do 
not, carry up to one vote in a general meeting,  in an election 
of directors or in a vote for approval of a restructure. In either 
case, MCI holders will not count towards quorum at a general 
meeting, and no MCI holder will have more than one vote in 
respect of their MCIs, no matter how many MCIs they hold.  

If a person is a Member and an MCI holder, does 
that mean they get two votes?  
No. MCIs may carry voting rights, but the proposed 
amendments ensure a person who is both a voting MCI 
holder and a Member is only entitled to vote once on an issue 
requiring determination by Members and voting MCI holders. 

Would all MCIs be issued on the same terms? 
The Board will have discretion to set the terms of issue of 
each MCI, which may be different from previous issues, 
depending on the Bank Australia’s capital needs, regulatory 
requirements and other relevant considerations at the time 
of issue.  

What returns would an MCI holder be entitled to 
receive? 

An MCI is a fully paid share with non-cumulative dividends. 
This means Bank Australia’s Board will have discretion to 
decide what return on investment or ‘dividends’ (if any) will 
be paid to MCI holders. If Bank Australia decides not to pay 
any dividends in any given year, no dividends will accumulate 
or carry over to the following year. Bank Australia would not 
carry a liability on its balance sheet, as MCI holders can’t 
claim unpaid dividends in subsequent years. 

The Board will also have discretion to set the rights and 
obligations which attach to MCIs. This gives Bank Australia 
the flexibility to issue MCIs which meet the requirements of 
Australian Prudential Regulation Authority (APRA) for 
regulatory capital, if it is necessary or desirable to do so, 
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without needing to update the Constitution again in the 
future. 

Can an MCI holder stand for election as a Director? 

Only Members may be elected as Directors or nominate 
others to be elected as Directors. A voting MCI holder may 
vote in an election of Directors, in the same way as a Member 
may do so under the Constitution, if the Board provide for this 
in the terms of issue of the MCIs. 

Do the proposed changes mean Bank Australia is 
demutualising? 
No, Bank Australia is committed to our future as a mutual 
and the proposed changes will clearly maintain Bank 
Australia’s status as a mutual now and into the future. 
Nothing in the proposed amendments or issuing of MCIs will 
mean that Bank Australia ceases to be a “mutual entity” and 
the Mutual Reforms specifically provides for mutuals to issue 
MCIs as a new type of capital without losing their mutual 
status. 

Would MCI holders get the same vote as members 
if a demutualisation of Bank Australia is proposed 
in future?  
Following the Mutual Reforms, “demutualisation” could mean 
two things: it would be either a “restructure” under Appendix 
5 of Bank Australia’s Constitution or a constitutional 
amendment which results in Bank Australia ceasing to be a 
“mutual entity” as defined in the Mutual Reforms Act.   

In general, the terms of issue for any MCIs would be decided 
by the Board when MCIs are issued, and the terms would 
spell out any voting rights.  The Board may choose to issue 
MCIs which do, or do not, carry a vote on a “restructure” 
under Appendix 5 of Bank Australia’s Constitution or carry a 
vote in a general meeting.  However, no MCI holder may have 
more than one vote, no matter how many MCIs they hold. 

Would MCI holders have priority over Members in 
a winding up of the bank? 
In the unlikely event that Bank Australia is wound up, MCI 
holders would rank below all senior claims (including our 
depositors).  

After all senior creditors in a winding-up are paid, MCI holders 
would be entitled to a claim on surplus assets and profits. 
However, MCI holders can’t receive any more than the 
amount that was initially paid to Bank Australia for the MCIs.  
After MCI holders have been paid their capped amount, any 
remaining surplus would be shared between Bank Australia 
members. 

If you paid a subscription price for your member share, you 
would be a ‘senior creditor’ in relation to the payment of that 
subscription price. This wording follows the current 
requirements of the Australian Prudential Regulation 
Authority for MCIs to be eligible as regulatory capital.  
However, following the introduction of a nil subscription price 
for membership in 2015, all current members either did not 
pay a subscription price for their member share or they 
already have been repaid the subscription price for their 
member share.  This means that no repayments will be due 
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to members in relation to the payment of the subscription 
price of a member share (unless the membership fee is 
changed in future, which is not currently contemplated).  

Will MCIs be listed on a securities exchange? 

Although there are no plans to list MCIs on a securities 
exchange, the proposed constitutional amendments give the 

Board some flexibility to consider this option if in the future 
this is considered to be advantageous to Bank Australia. 

Who can I speak to for more information about 
the proposed changes? 
If you have any questions or comments on the changes, we 
are happy to discuss these with you. 

 
If you have any questions or comments about the changes or attending or voting at the AGM, please contact us on 132 888 
or email 2020agm@bankaust.com. 


