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As we understand the proposal, levies will be raised from two sources:
1. Those that are equally divided between all unit owners, where the benefit gained is
equally shared; these levies will be raised on a dollar for dollar basis; and
2. Those that are specific to particular units, either singularly or collectively in like groups;
these levies will be raised in accordance with the Interest Schedule allocated to each unit
in a building.
The concept of the proposal is excellent and fully agreed. The implementation will require
further fine tuning and provision of adequate resources to the Office of the Commissioner for
Body Corporate and Community Management. Certainly, the concept will overload the
Commissioner’s Office (that currently takes 4 to 5 months to resolve disputes) and will open a
Pandora’s box of litigation until the new system is implemented.

The concept of three Categories is both imaginative and creative. The process of achieving the
introduction of the new equitable sharing concept in the face of unconscionable committee and
owner opposition to change requires further work. Any concept that the transition will be easy,
considering the industry wide anger, and involving hip pocket nerves, is delusionary. Clarity and
consistency in application of the policy will reduce conflict, but not eliminate prejudicial
interpretation of the proposal.
The first step for all highrise buildings is to ensure that the interest schedule allocated by the
developer reflects the value of the lots in the scheme. This is simply achieved by requiring a
qualified property surveyor to value the lots in the scheme as recommended in
Recommendation 15 and 15.1. Recognising BCCM Act 1997 s 47(3) definition of interest
schedule as being the capital value of each lot and: –
“(3) The interest schedule lot entitlement for a lot is the basis for calculating—
(a) the lot owner's share of common property; and
(b) the lot owner's interest on termination of the scheme, including the lot owner's share in
body corporate assets on termination of the scheme; ………”
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5.3.1 Transitional arrangements
Recommendation 15.1 It is recommended that prior to adopting the new allocation of
expenses these schemes should have the opportunity to seek a valuation from a qualified
valuer to adjust the interest schedule to reflect the relative market value of the lots in the
scheme as at the date the scheme was established.
It is recognized that developers were extremely creative in allocating the sale price of specific
units; for instance, discounts for on-time settlements are one example of where the asking price
could be greater than the settlement value. At times, the settlement price was artificially inflated
so that the building price was seen to be higher than the true settlement price.
As the interest schedule is the core of cost distribution, the accuracy of the interest schedule is
essential. If a unit owner finds it necessary to challenge the accuracy of the interest schedule, the
body corporate should be required to fund the qualified assessment by a quality surveyor. This
is because the entire body corporate will benefit from the correct interest schedule with accurate
allocation of funding. If sole unit owners are required to obtain their own allocation of the
interest schedule, the cost burden will be borne by one unit owner instead of all unit owners.
This concept of appeal cost equitability applies equally to disputes relating to allocation of
category 1 or category 2 to specific items to be charged.
The overriding principle in relation to interest schedule entitlements is stated in Section 48(5) of
the Act.
A guide for asset and maintenance managers (Policy Advice Note issued by Queensland
government, Department of Housing and Public Works, October 2012) provides clarification of
the distinction between Capital and Maintenance expenditure.

5.1.3 Category 2 expenses – shared on interest schedule
The equal sharing of administrative expenses is fully supported as being fair and equitable;
however, page 23 of the Final Recommendations introduces some confusion between the old
sinking fund items and the new category 1 items as defined at Recommendation 2.
If category 1 items are to include items tested as being “shared equally”, then the listed
examples at page 23 fail to qualify as examples of category 2 expenditure. If the academic panel
responsible for the introduction of the proposal can become confused – there will be little hope
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for unit owners, body corporate managers and committees.
Items listed on page 23 of the Final Recommendations
 Repair or replacement of any building or structures that forms part of the common
property:
 repair or replacement of the lifts; and
 repair or replacement of the fire protection infrastructure;
all qualify as sinking fund items but fail the “not confusing” test.
Repair or replacement of any building or structures that forms part of the common
property.
The common property is obviously accessible by all owners and enjoyed by all owners, and
therefore should be contributed to by all owners equally; therefore, should be category 1.
Repair or replacement of the lifts.
In most buildings, the lifts are an essential part of the building and are accessible (and essential
to) all residents. Ground floor residents must, in most building, use the lifts to transit from the
car parking areas to the ground floor. The cost of operating lifts is insignificant when compared
to the cost of maintaining the lifts. All residents have access to and use the lifts; and therefore, it
should be category 1, except for in circumstances described in the last paragraph of page 25
where it should be category 3.
Repair or replacement of the fire protection infrastructure.
Is a legislated part of building maintenance and is an item that is protecting all residents equally;
therefore, should be category 1.
The example on page 25 relating to balcony balustrades, justifying contribution to balcony
maintenance because it improves “the overall look of the building which benefits all lots in the

scheme,” negates the concept that units that benefit from expenditure should contribute to the
expenditure. The argument is at best nebulous and inconsistent. Ground floor units that do not
have balustrades should not be required to contribute to higher floor units that have
balustrades. Balustrade maintenance is an identifiable cost item based on length of balustrade
and the projected life of the balustrade. Lots with no balustrade should not be required to
contribute based on aesthetic value to the building when maintenance is a safety factor. Courts
making rulings on circumstances that exist in some buildings have been overturned when the
circumstances that exist in another building are examined. Rather than rely on precedence the
application of common sense is always preferable. On the other hand, lots that have balustrades
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(fencing) that apply to protection of a ground floor lot should contribute to maintenance or
replacement of that fencing.

PROPERTY LAW REVIEW – LOT ENTITLEMENTS - further comments
UOAQ is supportive of the QUT recommendations with the following adjustments.


Window and door replacements are an increasing issue as they are becoming subject to
deterioration and replacement and the costs are currently divided between body corporate
and lot owner. The body corporate is responsible for windows on the lot boundary, and the
owner is responsible for doors on balconies. These arrangements confuse and promote
disputation with owners. In the light of the current recommendations, and where these
facilities may not necessarily be consistent in all lots, allocating these expenses directly to
the owner may be more practical and desirable in that window and door replacement within
the lot area could/should be the full responsibility of the lot owner. This would provide
clarity in that the entire costs within the area that the owner occupies, is applied directly to
that lot owner.



Balustrade replacement is currently considered a body corporate expense. This cost could be
allocated directly to each lot owner in the same way as windows and doors as recommended
above. Not all lots have equal amounts of balustrading, and in the event the balustrading is
replaced, the owner can be responsible on an actual cost basis.



Body corporate management accounting should be required to reflect expense items as
recommended by QUT to demonstrate the total cost of each category item. In this way
owners will have a more comprehensive way of understanding how the distribution of actual
cost is applied. Body corporate managers (BCM) often advise that the computer
programmes they acquire do not allow for variation, but are not prepared to argue with their
programming contractor to provide the disclosure owners are looking for.



Examples of category 2 expenses as listed on page 23 are confusing. The cost is introduced
as: “The items should relate to capital expenditure such as:” and then go on to describe

“repair or replacement”. In accounting terms repairs are not considered as of a capital

nature, and are generally of a recurring cost due to usage or deterioration. Repairs and
maintenance should be category 1 items. The replacement of a body corporate asset would
generally be brought about by the asset coming to the end of its use-by date or has reached
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the end of its life due to usage. Since such usage has been provided to all owners equally
during the life of the asset, its replacement only reinstates the common property asset.
The above referred to document Capital or Expense? A guide for asset and maintenance
managers published by the Queensland government, Department of Housing and Public
Works provides a clear guide to the way such outgoings should be addressed. As the
matters being considered in both cases (strata units and houses) relate to housing in
Queensland, it would be reasonable to expect that there be consistency in interpretation and
application of housing outgoings under consideration.


There is a line on page 21 reading: “Other examples of category 1 expenses include pest
control, gardening and regular, recurrent maintenance of common property and body
corporate assets like the lift,” This line conflicts with a line on page 23 that states “repair or

replacement of the lifts;” that is marked with a bullet, and claimed to “be treated as category
2 expenses.”

On page 23 it is argued “The idea underpinning this Recommendation is that capital
expenditure which flows to the capital value of the building and improves (or retains) the value
of the common property should be paid for by lot owners in the proportion that they own that
common property.” It is further argued that any required expenditure: “(or retains) the value
of the common property” accepts that the common property has been degraded by usage,
and that the expenditure simply reinstates the value. In such a circumstance this expense
should be category1 expense. We see no merit in the argument that reinstatement expense
should be applied like insurance expense as the nature of the expenses are totally different.
Insurance covers exposure to risk to owners, whilst reinstatement is a direct result of the cost
of actual usage.


Reliance on quantity surveyors. The development of the recommended categories requires
the thorough understanding of all expenses of the body corporate. This understanding
comes from specialist expertise best provided by quantity surveyors. Concern must be
expressed if the recommendations provide a body corporate manager or body corporate
committee to develop such sophisticated categories and schedules, particularly in schemes
of over 20 lots, without the provision of mandated, independent, specialised expert advice.
At page 32 it states: “The Centre understands that in some cases developers rely on a quantity
surveyor’s report, a valuation or some other information when allocating lot entitlements.”
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Relative market value: determined as a valuation at the date the scheme was established.
Respective market value of the lots: is the total value of all lots in the scheme, when
established.
UOAQ is concerned regarding existing properties or schemes, because as the schemes age
owners undertake renovations substantially enhancing the values of their property. Is it
envisaged that the words “Relative” and “Respective” to mean original. At page 32 it states:
“Given the increased importance of the interest schedule in allocating expenses under these

Recommendations, lot owners are entitled to know that the interest schedule has been set in
accordance with the legislation. For this reason, the Centre recommends that the developer be
required to obtain a valuation from a registered valuer when setting the interest schedule lot
entitlements for the scheme.” The panel is considering the termination of a schemes and that
75% of owners should overrule dissenting owners; how is it envisaged that a dissenting
owner, who may have spent $200,000 in renovation costs on his lot, and increasing the lots
value accordingly, will be fully compensated on the forced acquisition of his lot, if valuations
or “Interest Schedule Lot Entitlements” were determined when the scheme was established?
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