
Opening a martial arts school can 
be a daunting task. There are 
legitimate reasons for not doing it: 

fear of failure; fear of litigation; high set-
up costs; etc. Yet, there are many good 
reasons to do it as well. The main one is to 
realise your dream or passion to teach or 
share your skills and experience. Fear of the 
unknown can be properly managed, but the 
journey must begin with the first step.

Some just jump into the deep end and 
start teaching, without putting into place 
any sort of structure, insurance or plan 
for the future. The days of getting a group 
of people to train in your garage or gym 
are nearly gone as a result of increasing 
awareness of abuse by instructors, injuries 
and wrong association. Anyone who takes 
this option must think carefully about the 
consequences, not only to himself, but to 
his students. 

In Foscolos v Footscray Youth Club 
[2002] VSC 148, the Plaintiff suffered a 
devastating spinal injury during a wrestling 
bout at the Footscray Youth Club. The 
injury caused immediate quadriplegia from 
the fourth cervical vertebra downwards; a 
condition from which the Plaintiff has made 
virtually no recovery and from which no 
recovery is expected. The judgement was 
that the Plaintiff be paid $5,744,244, plus 
lawyers’ costs.

If you care about your students, you will 
do all that’s necessary to protect them and 
yourself. It’s all a question of balance, and 
managing the process.

Firstly, find a good accountant and 
lawyer, who understand wealth creation 
and protection of assets. Think of them 
as your partners, who will contribute their 
professional skills when your school grows. 
If you get the foundation right, then the 
house will be solid when you build it, and 
the renovations easier to manage when you 
need more room.

It’s important that you decide on the 
legal structure of your school at the earliest 
opportunity. Do you intend to run it as 
a business or as a non-profit club? Are 
you going to be a sole proprietor, or have 
partners? Should you form a company or just 
register a business name?  

The legal structure is important, because it 
affords you a measure of protection and helps 
streamline your enterprise. If the teaching of 
martial arts is your only source of income, it’s 
imperative that you protect your home assets 
from your business assets. 

If set-up costs are an issue, then you 
might opt for being a sole proprietor and 
register a business name. The advantage 
is that this is relatively cheap and simple 

to do. You can start straight away. The 
disadvantage is that you might become 
personally liable for everything, including 
acts or omissions, which might be 
considered as negligent. Even if you are 
insured, you might lose your other assets if 
you are not structured properly.

On the other hand, if you’re already 
teaching a group of students and not 
profiting from it, you’re probably considered 
as an unincorporated association, which 
is a non-legal entity formed by the mutual 
understanding of its members, consisting 
of nothing more than the aggregate 
of all its members at a particular time. 
An unincorporated association has no 
separate legal status: Carlton Cricket & 
Football Social Club v. Joseph [1970] VR 
487. If there is a litigation, all members 
at the particular time will become liable. 
The Association Incorporation legislation 

of each state and territory allows for the 
registration of unincorporated associations. 

Registration as an incorporated 
association will give you the benefit of limited 
liability (ie. you cannot be liable for more than 
the total sum of membership fees collected). 
This is a common structure adopted by non-
profit clubs and associations.

However, if you intend to profit from your 
enterprise, especially on a national level, you 
will need to incorporate a company, rather than 
an association. A corporation is a separate 
legal person, governed by its constitution. It 
can be sued separately from the individual 
owner. You can now have corporations with 
a sole director and different shareholders. 
Finally, if you have dreams of becoming global 
(by conducting seminars) then you might 
also consider incorporating an international 
company — such as an international company 
incorporated in the British Virgin Islands (much 
like opening a Swiss bank account to keep 
your money safe).

The legal structure is also important due 
to taxation considerations, including the 
Goods and Services Tax. You might have 
a website, which provides information to 
the world at large. Your website might have 
products or services you intend to sell. 
Once you open your domain to the world, 
be prepared for some vexatious litigant 
who might say that the information you’ve 
provided is misleading and deceptive; your 
claims are false and a misrepresentation, 
etc. You might also have branding issues, 
franchise issues, copyright and trademark 
issues, insurance issues, licensing of 
weapons, certification and alliances. The 
list goes on. It’s a lot easier to manage 
when you have commenced with the right 
structure. Remember, you can always 
change from being a sole proprietorship 
to an incorporated association, and to a 
company later, but these changes might 
raise other regulatory questions.

In the next issue, I’ll look at choosing a 
venue and insurance requirements.

William Lye is a Master of Laws and has 
been a practising Barrister at Law for 16 
years. He can be contacted at william@lye.
com.au

Opening a Dojo
Lye’s Law    with William Lye

Starting your own martial arts school is simpler than you think. In this series, 
I’ll examine what you can do to make your dream come true.
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With students in your 
care, it’s important to  

consider liability issues.
John Forsyth one of Australia's leading bodyguard's has designed a total training package for the beginner just 
starting out all the way to take you to be one of the most highly trained bodyguards in the country.
John and his former students have protected Australian and overseas celebrities, diplomats, athletes and businessmen 
during the 2000 Olympics and are currently protecting clients all over the world.

Some of our clients have included:        
Madison Avenue, Jimmy Barnes, INXS, Kylie Minogue, Midnight Oil, Frank Sinatra, Michael Jackson, Billy 
Joel and many others.

Our organisation is Australia’s only full time bodyguard training company and is regarded as the leader in 
Bodyguard and Security instruction.
On completion of our courses you will receive the qualification Provide for Safety of VIP’s from the  Nationally 
endorsed Asset Security Training Package and will be qualified to protect International Actors, Entertainers, 
Musicians, Polititions and Professional Athletes.

Here are what some of our past students have to say about our training:
Harry H.  Ex SAS and former student says- This is the best training I've had any where in the world I've now 
protected the Socceroos and am on a full time assignment in the USA. 

Onur. A  Former student says-  The course was mind blowing, since completing all the levels I have toured 
overseas and Australia with bands.

Call 1300 302 444 for an information pack or email us 
on admin@intercepttraining.com
www.intercepttraining.com

Cheyne Coates from Madison Avenue 
says, “Intercept trained guards are like my 
American Express card, I don’t leave home 
without them.”

Bessie Bardot Model/TV presenter says, 
“When I go out I like to feel safe. With 
Intercept trained guards I can wear anything, 
go anywhere and feel secure.”

INTERCEPT SECURITY TRAINING
PRESENTS AUSTRALIAS LARGEST BODYGUARD TRAINING SCHOOL.

5 Day Live In Camp Mon 20th-Fri 24th June $1990 All Inclusive Call For More Details


