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"At last!  A Win for Carmel Owners....." 

They now have a better Management Rights contract that costs them less. 

Getting the Value and Control for Owners 

One of the most frequent issues raised from UOAQ members is the anguish with regards to the 

inability to exercise any influence over the ever increasing costs affecting the value of their unit 

investment. Many are resigned to the fact that it is beyond their control to do anything about 

remedying same and revile with despair and disempowerment. 

This article details the emerging alternative by outlining what actions owners can take to improve their 

financial position and gain control.  Such alternative, however, requires ACTION not INACTION, 

together with high conviction owner support of the building’s Body Corporate Committee (BCC) 

prepared to unshackle the building from its inherited and entrenched high cost regime. 

This case study outlines the building with a proactive BCC and supportive owners. Their positive action 

resulted not only in a substantial reduction of costs (with a potential to lower future levies), but 

improved on site management.  This was achieved by natural expiry of MR contract with the high cost 

regime that MR extensions perpetuate. 

History, Background, Resolve of Body Corporate Committee and Outcome for Carmel by the Sea, 

Broadbeach, 125 Lots (52 holiday rental, 26 owner occupied & 47 lock ups; a high profile 4.5 star 

beachfront property). 

1. Many years ago BCC resolved that it would recommend to owners that they refuse any 

extension requests of MR contract and allow it to expire naturally. This was supported by owners 

voting overwhelmingly year after year in favour of this initiative. 

2. Well prior to expiry, BCC drafted a more extensive contract with more detailed work 

specification than the current MR contract (drafted by developer 16 years ago!). 

3. Submitted to open market tender, inviting the incumbent Caretaker to tender on an equal 

basis with other tenderers. 

4. The new high performance contract incorporated the provision of building management 

services as well as conferring the rights of property management of the letting pool for a maximum 

three year period with NIL up-front investment purchase by the successful tenderer. 

5. Incumbent Caretaker was paid Contractual Building Management Fees of $214,207 (excl. GST) 

for the 2011 financial year with its contract expiring on 16 October 2012. 

6. Expressions of interest were received from over 50 interested parties, short listed to six 

serious tenderers, which included four contracts offered for NIL consideration. 

7. A high calibre tenderer was appointed with NIL caretaker remuneration, took up residence in 

the building 2 months prior and by contract commencement date had received engagement to provide 

property management services for sufficient lots ready to operate profitably, confident in the further 

migration of additional lots transferring to the letting pool to further increase its commercial returns. 

8. BCC was able to negotiate the purchase/sub-division of the office from the expiring Caretaker, 

allowing the new Caretaker to operate from the incumbent office premises, ratified by a motion 

without dissent as an alternative to building its own separate office on common property which had 

been previously approved by the Body Corporate. 

The resilience of the committee with their foresight, tenacity, unity and dedication to the value 

enhancement for their owners has to be congratulated. In the delivery of this industry breaking 

initiative shines the light for setting out the example for the ‘getting the value and control’ on behalf of 

its owners.  

What do you think will happen to value of units in this complex? The many doomsayers along the way 

with significant self-interest decrying any likely successful outcome of this initiative have been proved 

convincingly wrong. 
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A common question is how can a new Caretaker undertake and perform the building management to a 

high standard for very reduced, even NIL, remuneration?  There is a simple explanation: 

• Unlike the purchase of an existing unexpired MR contract for a large multimillion capital sum, 

this new contract has no such capital outlay up front (under the legislation a Body Corporate is 

prohibited from selling MR). 

• The tenderer therefore can make the assessment relating only to the commercial viability: 

what excess business income from the letting pool, less the costs of provision of buildings 

management is sufficient to provide an adequate net income, allowing only for the need to service 

working capital investment, not a large multimillion dollar contract purchase outlay. 

• In the case of Carmel, four separate independent well-credentialed tenderers all offered a NIL 

remuneration MR contracts as being appropriate compensation.  Were they all wrong? 

The table below provides the financial research that supports this case study.  It confirms the average 

per lot per annum caretaker costs split into the three segments of MR contracts: No/Low years (Line 

1), Standard Module Buildings (Line 2) and Accommodation Module Buildings (Line 3), with examples 

of a building with good financial performance (Line 4) and conversely poor financial performance (Line 

5).  The last 2 lines highlight the stark contrast between the low Caretaker costs, higher number of 

year’s sinking fund reserves and lower levies. 

 

No. 

Buildings 

In 

Average 

  

Average 

Annual 

Caretaker 

Costs  

PLPA 

No. Years 

Sinking 

Fund 

Reserves 

Total 

Levies 

PLPA 

(A) (B) (C) (D) (E) 

1 No/Low Years MR Contracts 7  $     830      

2 Standard Module Buildings 23  $   1,278      

3 Accommodation Module Buildings 52  $   1,298      

4 Example of a Building with good financial performance    $   1,144   $    6.90  $2,869  

5 Example of a Building with poor financial performance    $   1,876   $    0.94  $5,957  

6 Carmel by the Sea (Previous Caretaker Costs)    $   1,714   $    4.42  $6,694  

7 Carmel by the Sea (Adjusted to New Caretaker)   0  $    5.50  $4,980 

 

Will the market start to seek out buildings that may offer enhanced future value?  Watch those 

buildings daring to be different by saying ‘No’ to caretakers’ extensions and regaining building 

control by their Body Corporate. 

Financial members of UOAQ have access to a free service which provides the ranking of the financial 

performance of their building and a financial evaluation report provided ranked against unidentified 

benchmarking data of over 100 buildings.  Please contact UOAQ for more information. 

Building Member ‘Carmel by the Sea’ Testimonial:  

The UOAQ were avid supporters of Carmel by the Sea’s Body Corporate Committee in the process of:  

• Consistently rejecting Caretaker Extension requests to its contract, (owners overwhelmingly 

voted down with conviction Caretaker requests by majority in the order of 84-6 votes in some 

years, resulting in the incumbent Caretaker’s Contract expiring). 

• Drawing up a more detailed performance based Schedule of Caretaker Duties  

• Going to open market tender for a new manager, the new contract is limited to 3 years, with a 

higher calibre Manager for NIL cost compared to the previous incumbent’s $242,000 (approx.) 

• Providing savings to owners in the order of up to one third of annual levy costs.  In the 2013 

year, the committee has recommended levy reductions of 17%. 
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• Providing mentoring services to BC Committees aligned with this initiative regarding 

Management rights contracts where requested.  

 

Carmel-by-the-Sea Administration Costs 

Before Expiry of old Management Rights regime 

 
 
 
 

   2011 Financial Year 

   Total Admin Costs 

$786,890* 

 
 

 

 

 

 

 

 

 

 

 

 

 

After expiry – Owner implemented new management structure 

 
 
 
 
 
 
 
 
 Deduct Caretaker’s Costs 

 $ 214,207* 

 ($1,714 average per lot per annum) 

 = Net Administration Costs $572,683 

 

 

*Figures sourced from 2011 Audited Financial Statements 

Expired Caretaker 

Annual Costs 

27% 

Total Admin Costs 

73% 

Total Admin Costs 

100% 


