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In September 2006,
the Owners Corporations
Act 2006 was passed by
Parliament. The Owners
Corporations Act 2006 was
a culmination of extensive
consultation and research
into the needs of the body
corporate sector. 

The new owners corporations legislative framework,
which affects a significant proportion of the Victorian
community, has been designed to empower lot owners
as members of owners corporations. It does this
by focusing on ensuring the owners corporation
sector has the information and tools to effectively
manage their own responsibilities and relationships.
This framework will support lot owner participation
and provide lot owners with flexibility and control
n administering their owners corporations. 

Indeed, the very name ‘owners corporation’
emphasises that the body set up to manage common
property and services is the lot owners’ body, and is
closely aligned with the interests of the lot owners.
The Owners Corporations Regulations 2007 have been
developed with commitment to this objective. 

The primary purpose of the proposed Owners
Corporations Regulations 2007 is to enable the
efficient and effective operation of owners corporations
and to reduce the risk of financial loss to owners
corporation members, while minimising the
cost on the community.

The Government is very conscious that well run small
owners corporations should not be unduly burdened
by the new legislative framework. That is why the
requirements imposed on larger owners corporations
are not imposed on smaller owners corporations,
although they have the option to subject themselves
to these requirements if they choose. These draft
Regulations propose the size of owners corporations
where the increased financial requirements cut in.

Given the change about to take place within the
owners corporation sector and the significance it
holds for a large proportion of the Victorian
community, providing opportunity for comment will
contribute to the quality of the proposed Regulations.
It will also assist the Government in the identification
of any issues of significance to the community with
the proposed Owners Corporations Regulations 2007. 

I encourage the community to participate in this
consultation process and provide feedback on
these draft Regulations.

The Bracks Government is committed to
building cohesive, caring communities, in which
harmonious residential and business communities are
supported, rights protected, and disputes minimised.
The proposed Owners Corporations Regulations 2007
give effect to this commitment.

HON DANIEL ANDREWS MP
MINISTER FOR CONSUMER AFFAIRS
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Consumer Affairs Victoria has developed a draft
of the Owners Corporations Regulations 2007. 
These Regulations will provide effect to a number
of provisions that exist within the Owners Corporations
Act 2006. 

The Owners Corporations Regulations 2007 prescribe
the following elements of the legislative scheme:

• a class of prescribed owners corporations, for
which certain additional financial controls exist;

• certain insurance requirements relating to owners
corporations;

• when an existing owners corporation must
establish an owners corporation register;

• information to be included on the owners
corporation certificate;

• fees, costs and charges payable under the
Owners Corporations Act 2006; and

• model rules for owners corporations.

Once the Regulations are settled, the Subordinate
Legislation Act 1994 requires the Government to
undergo a formal public consultation with the
release of a Regulatory Impact Statement (RIS). 

Community input is important for developing
the RIS document and the Owners Corporations
Regulations 2007. Inviting submissions before the
formal consultation required under the Subordinate
Legislation Act 1994 will provide an opportunity for
the community to have input into the regulation
making process.

Consumer Affairs Victoria asks for your comments
regarding the proposed content of the draft Owners
Corporations Regulations 2007 and the draft Owners
Corporations Regulations 2007 RIS. 

Please send your comments to:

Owners Corporations Regulations Consultation
Consumer Policy Branch
Consumer Affairs Victoria
GPO Box 123A
MELBOURNE 3001

Comments may also be emailed to:
ownerscorp@justice.vic.gov.au

Please clearly identify that the submission is with
respect to the Owners Corporations Regulations
Consultation in the email subject line.

Comments will be received until Wednesday 25 July.

Submissions will be considered public documents.

Consultation > iii

Consultation





Executive Summary . . . . . . . . . . . . . . . . . . . . . . . . . . . .1

1. Nature and Extent of the Problem  . . . . . . . . . . . .4

2. Objective  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .13

3. The Proposed Measures, Groups Affected
and Enforcement  . . . . . . . . . . . . . . . . . . . . . . . . .15

4. Costs-Benefit Analysis of Proposed
Regulations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .19

5. Impact of Proposals on Small Business . . . . . . . .33

6. Competition Impact of Proposals  . . . . . . . . . . . .35

7. Alternative to Proposals  . . . . . . . . . . . . . . . . . . . .37

8. Evaluation strategy  . . . . . . . . . . . . . . . . . . . . . . . .43

9. Consultation  . . . . . . . . . . . . . . . . . . . . . . . . . . . . .45

10. Appendices  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .47

11. Copy of proposed regulations  . . . . . . . . . . . . . . .49

Contents





The Owners Corporations Regulations 2007 are
proposed to come into effect before 31 December
2007. Consumer Affairs Victoria (CAV) has consulted
with key stakeholders, assessed the available options,
and developed the attached proposed regulations. 
This Regulatory Impact Statement (RIS) provides an
analysis of the proposed regulations. It assesses the
problems envisaged without regulations, regulatory
objectives, their impact, costs and benefits, and the
alternative approaches to achieve the objectives
considered. An assessment is also made of the
implications of the proposals on competition and
small business.

A body corporate is a legal entity designed to facilitate
decision-making and management for lot owners in a
subdivision. Without the regulatory framework, the
owners as ‘tenants in common’ would require a 100
percent agreement for every action.

In 1988, the majority of bodies corporate were under
five lots and self-managed. By the start of the new
millennium, large tower developments were becoming
common in the city, and medium size developments
were expanding throughout the suburbs of Melbourne
and regional areas of Victoria.

Available data suggests that bodies corporate now
provide services to between 10% and 25% of all
residential housing in Victoria.1 In 2002, it was
estimated that the minimum total value of residential
housing affected by bodies corporate was $40 billion,
which represents approximately 7% of the total of all
property in Victoria.2

Consequently, bodies corporate play an important
role in maintaining property and sustaining
residential property values in Victoria. 

The Subdivision Act 1988 and Subdivision (Owners
corporation) Regulations 2001 aim to regulate the
management of common property and the
constitution and operation of bodies corporate.
The current regulatory framework reflects limited
government involvement in body corporate
operations with a reliance on self-governance by
the body corporate community.

In September 2003, the then Minister for
Consumer Affairs, John Lenders MP commissioned
Helen Buckingham MP to conduct a review of the
Subdivision Act 1988 as it relates to the creation
and operation of bodies corporate. A broad range
of stakeholders contributed to the Review and a
large number of submissions were received. 

As a result of the extensive consultation and research
into the needs of the body corporate sector, the Review
found that a new legislative framework be developed
that is sufficiently flexible to evolve with the changing
paradigm. Furthermore, the new regulatory scheme
must set out sufficient powers to enable the efficient
and effective operations of self managed bodies
corporate and professionally managed bodies
corporate.

In September 2006, the Owners Corporations Act 2006
was passed in Parliament. The Owners Corporations Act
2006 was a culmination of extensive consultation and
research into the needs of the owners corporation
sector. 
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1 Consumer Affairs Victoria ( 2006 ) Final Report of the Owners corporations Review, p 18.
2 Ibid.



Under the new legislative framework, bodies corporate
created under the Subdivision Act 1988 will now be
known as “owners corporations”. This provides greater
clarity regarding the role of the body corporate and is
consistent with terminology used in other states.
The name ‘owners corporation’ emphasises that the
body set up to manage common property and services
is the lot owners’ body, and is closely aligned with
the interests of the lot owners.3

Consumer Affairs Victoria has developed a draft
of the Owners Corporations Regulations 2007. 
These Regulations will provide effect to a number
of provisions that exist within the Owners
Corporations Act 2006. 

The Owners corporation Review highlighted a wide
range of issues with the current regulatory scheme.4

In particular, these related to governance problems
such as mismanagement and fraud, disputation
amongst groups within the owners corporation
sector and information asymmetry. 

The Review found that owners corporations are
responsible for managing and protecting a significant
pool of property and financial assets on behalf of lot
owners and there are significant risks to the financial
assets of the owners corporation. These include the
inability of the owners corporation to budget for
long-term maintenance and replace expensive
infrastructure and the mismanagement and
misappropriation of owners corporation.

Submissions indicated that there were significant
opportunities to minimise disputes and improve social
harmony by providing greater owners corporation
information and advice and amending the regulatory
framework. Specifically, the submissions stated that
some of the major causes of disputes related to a lack
of information about the operations of owners
corporations, unclear or inappropriate owners
corporation rules and a lack of information about the
role of the owners corporation, the manager, and the
rights and responsibilities of individual lot owners. 

The objective of the Owners Corporations Regulations
2007 is to enable the efficient and effective operation
of owners corporations and to reduce the risk of
financial loss to owners corporation members whilst
minimising cost. The objective for the setting of
regulatory fees is to fund the costs of efficiently
administering the regulation of owners corporations
through fees that reflect the costs of regulating
professional owners corporation managers. 

As a general principle, organisations, including owners
corporations, operate more effectively and efficiently
if they are properly directed, controlled and are held
to account.5 It is therefore important that the
regulatory framework supports lot owner participation
and where appropriate promotes self-governance.
Improved financial management, building
management and governance of owners corporations
will maintain consumer confidence in the large
proportion of residential property managed by
owners corporations in Victoria. 

A cost-benefit analysis was conducted of the
proposed regulations. It is estimated that costs across
the sector may increase by the order of approximately
$65 million over the ten year life of the Owners
Corporations Regulations 2007. To put this in context,
in the same ten year period, it is expected that owners
corporations will expend approximately $472 million.6

In the main, the costs imposed by the proposed
Owners Corporations Regulations 2007 relate to the
requirements imposed on prescribed owners
corporations and professional managers. 

It is important that well run small owners corporations
will not be unduly burdened by the new legislative
framework. That is why the requirements imposed on
larger owners corporations are not imposed on smaller
owners corporations, although they have the option to
subject themselves to these requirements if they
choose. 

Problems to be addressed

Regulatory objectives

Cost-benefit analysis

3 The term ‘owners corporation’ will be used throughout this Regulatory Impact Statement (RIS) when referring to owners corporations and
owners corporations. 

4 Consumer Affairs Victoria ( 2006 ) Final Report of the Owners corporations Review.  Hereafter, referred to as the Review.
5 The OECD principles of Corporate Governance as set out in Australian Standard AS 8000-2003, para 1.5.1 Corporate Governance, p 8.
6 The Department of Environment and Sustainability (DSE) estimate that professional owners corporation managers manage around 50% of

the 65,650 existing owners corporations, which may equate to approximately 286,000 lot owners (See Department of Sustainability and
Environment (2006) Customer Information Bulletin, October, Edition 95). If each lot paid a minimum management fee of $1650, this would
equate to $472 million.
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The costs imposed on prescribed owners corporations
relate to the requirement to establish a maintenance
plan and fund, have their financial statements audited,
and undergo independent evaluations of their
buildings for insurance purposes. To an extent, well
run owners corporations already undergo these
requirements. Therefore, they would not be improperly
burdened by the proposed regulations and their
increased costs should be much lower. 

Costs are imposed on professional managers through
the requirement of obtaining professional indemnity
insurance and the fees associated with their
registration. It is envisaged that these costs will be
passed on to lot owners.

Despite the increased costs, the assessment of the
Owners Corporation Regulations 2007 shows an
overall positive outcome.7

In considering the most effective means to achieve the
objectives, consideration has been given to alternatives
to the proposed regulations. The analysis of these
options using the scorecard analysis demonstrated that
they do not achieve the objectives as well as the
proposed regulations.8

When discussing the alternatives CAV investigated two
streams. The first stream represented alternatives that
encompassed lighter forms of regulation, and would be
more in tune with self-regulation. Examples included,
longer periods for the establishment of the owners
corporation register, less prescribed model rules or
subsidised fees associated with the registration of
managers. 

The second stream represented heavier forms of
regulation. For example, a lower threshold for
prescribed owners corporations or a licensing scheme
as opposed to the registration of managers.

The table below demonstrates the proposed fees and
charges compared with the fees and charges with the
existing regulatory framework.

Fee type Current fee Proposed fee

Application registration fee NA TBA

Annual registration fee NA TBA

Late lodgement fee NA TBA

Certificate fee $50 + GST $150

The fees associated with the registration of owners
corporation managers will be based on the cost of
administrating the regulation of owners corporations.
However, the fees have yet to be determined by CAV.  

The fees and the costing information underlying the
fees will be available for the public consultation
required under the Subordinate Legislation Act 1994.
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7 The workings of this are shown in part 4. 
8 The workings of this are shown in part 8.





The separate legal entity of an owners corporation
is a mechanism to make it easier for owners of
common property to make management decisions.
The regulatory framework established under the
Subdivision Act 1988 and the Subdivision (Owners
corporation) Regulations 2001 will be replaced by
the Owners Corporations Act 2006 and the Owners
Corporations Regulations 2007. 

In 2003 there were approximately 65,000 owners
corporations in Victoria, comprising 480,000 lots.9

There are approximately 250 professional owners
corporation managers. Owners corporation structures
are used in residential developments (for example,
apartment blocks), commercial developments (for
example, shopping centres) and industrial and/or
agricultural developments (for example, vineyards).
Owners corporations play an important role in
property ownership for a significant and growing
proportion of the Victorian community.

The requirement for new owners corporations
legislation has become more important with the
significant growth of multi-storey apartment
complexes that create owners corporations. The
development, and the anticipated continued growth
over the next decade in high-rise apartment towers
and mixed commercial and residential developments,
suggests prima facie higher financial risks to lot owners
and tenants in view of the property investment and
recurrent maintenance costs involved. 

Therefore, concern over the current state of the
regulatory framework of the owners corporation
sector, and the Bracks Government’s commitment
“to building cohesive and caring communities…”10

led to a review and consultation process that began in
September 2003.

The Review involved an extensive consultation
process, including the publication of an Issues Paper
in October 2003, a owners corporations seminar and
the release of a Future Directions Paper in March 2004,
two full rounds of public submissions and a significant
number of stakeholder consultation meetings.

Submissions were received from a broad range of
stakeholders including consumers (both owner-
occupiers and investor owners), owners corporation
managers, lawyers, developers, government agencies,
local councils, insurance  . . . . .companies, banks and
professional and community groups from all over
Victoria, interstate and overseas. 

Gaps or ambiguities in the existing regulatory
framework were identified in the Review as a major
problem for all involved with owners corporations.
The Subdivision (Owners corporation) Regulations
2001 are largely silent or ambiguous on important
issues including the rights, roles and responsibilities
of key players such as managers, developers and
committee members, how to resolve disputes, what
records must be kept and who has access to them. 
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Background

9 The number of new owners corporations is anticipated to continue to rise at approximately 2,000 per annum. This estimation is based on
the trend towards higher density housing developments that automatically invokes the creation of subdivisions and the registration of
owners corporations. A table with the estimated existing distribution of owners corporations can be found in the appendices. 

10 This quote was taken from the ‘terms of reference’ from Consumer Affairs Victoria ( 2006 ) Final Report of the Owners corporations Review, p 1.
The remainder of the quote reads “…communities which are good places to live and work in, communities where rights are protected,
where disputes are minimised and where people have access to the courts and appropriate dispute resolution mechanisms when needed.” 



In particular, the problems identified from the
submissions demonstrated gaps in the current
regulatory framework, with a need for:

• Improved communications between members to
ensure fair, open decision making by the owners
corporation and to minimise disputes

• More owners corporation information, education
and advice services

• Incentives to promote compliance with the
regulations and laws governing owners corporations

• Better access to owners corporation dispute
resolution to resolve disputes  .relating to breaches
of rules and other day to day operations of bodies
corporate

• Sufficient powers and flexibility to enable owners
corporations and their  . . . . .committees to operate
effectively

• Clearer duties, rights and responsibilities of members
and owners corporations

• Improved financial management and protection
of owners corporation funds

• Long term maintenance planning of buildings
and common property

• Promotion of higher professional standards in
the owners corporation management industry

• Better disclosure requirements when buying
into owners corporations

Many of the extra provisions in the Owners
Corporations Act 2006 will remove ambiguity
surrounding these matters, and clarify the position
for lot owners. Without clear guidance in these areas,
it is more likely that disputes would occur which
would need legal action to be resolved. 

For example, provisions relating to overdue fees,
dispute resolution, record keeping and reporting to
the AGM have been strengthened to reflect criticism
made by stakeholders of gaps and ambiguities in the
current system. These procedures clarify rights and
access to information. It is important to note that a
well functioning owners corporation would already
be doing many of the things required by these
provisions. 

Rather than taking a heavy-handed, punitive
approach, the Owners Corporations Act 2006 and the
Owners Corporations Regulations 2007 are designed
to help those involved in owners corporations to
work together and to resolve disputes through
dialogue, consultation and negotiation.

The Owners Corporations Regulations 2007 whilst
prescribing a number of necessary fees also seek to
address three main problems with the existing
regulatory framework. They are governance issues
such as mismanagement and fraud, information
asymmetry and disputation. The nature and extent
of these problems are discussed below.

Governance issues

The size of the subdivision will determine the
complexity of the tasks to be undertaken, the skills
professional manager will require, and the ability
of lot owners to supervise the owners corporation
and owners corporation manager. However, with the
existing regulatory framework, the same obligations
are imposed across all lot subdivisions. Larger owners
corporations, which manage a greater amount of funds
and maintenance requirements, are currently required
to fulfil the same obligations regarding maintenance
and funds management that are imposed on smaller
owners corporations.

For example, a small-sized subdivision with 12 lots
with a $12,000 turnover for the subdivision may
entail basic maintenance such as gardening, cleaning,
plumbing and other tasks that are easy to undertake
and supervise. Whereas the tasks for a high-rise tower
may involve the tendering and performance
management of significant service contracts for items
such as elevators, air conditioning, hot water systems,
and electronic surveillance systems, which are tasks
that involve several million dollars of turnover for the
subdivision.

The risks to lot owners of financial mismanagement
are greater (larger developments have higher average
costs) and the risks of possible misappropriation of
pooled funds are far greater for these subdivisions
given the complexity of the arrangements.

The Review stated, “It was clear from the consultation
process that the requirements that apply to small
owners corporations will need to be different to
the requirements that may apply to larger owners
corporations.”11  The Review similarly stated,
“Submissions raised concerns that limitations on
the operations of an owners corporation…restrict
the appropriate management and maintenance of
the building on the plan of subdivision.”12
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11 Consumer Affairs Victoria ( 2006 ) Final Report of the Owners corporations Review, p 32.
12 Ibid, p 31.



The owners corporation manager manages the owners
corporation and often manages the funds of the
owners corporation. With the existing regulatory
framework, there is little protection for lot owners
against fraud. Therefore, there is a risk to the owners
corporation and its members of financial loss through
manager misconduct. The Review stated “By providing
a means to ensure managers have professional
indemnity insurance, owners corporations can be
protected (by having an avenue for redress) against
professional misconduct by owners corporation
managers.”13

Fraud is a category of crime that tends to go
unreported, undetected or not preceded with by law
enforcement agencies.14 This creates difficulties in
obtaining an accurate picture of the extent of the
problem. To add to these difficulties specific data
relating to fraud by owners corporation managers is
difficult to determine, as fraud statistics generally do
not break this down.15 Therefore, to demonstrate the
extent of the problem in relation to fraud it is
necessary to view fraud generally.  

In a KPMG survey, which investigated 2,000
companies across Australia and New Zealand, the
level of ‘manager’ was one of three major levels of
perpetrators of fraud in Australia and New Zealand.
In the survey managers accounted for 29% of the
number of frauds reported and 51% of the estimated
value of loss.16 Although this data does not specifically
relate to owners corporation managers, it demonstrates
that due to the role an owners corporation manager
plays in managing owners corporation funds, they
are in a high-risk position of defrauding the owners
corporation. 

The Australian Federal Police have shown that the
average cost of fraud in Australia has increased steadily
from 1997 ($126m) to 2002 ($267m).17 Cost
information post 2002 was unavailable. The Australian
Institute of Criminology estimated that fraud
comprised about 16% of the total annual cost of
crime.18 This data demonstrates the size of the problem
of the increasing risk of fraud in the Victorian
community, and that this risk needs to be insured
against.

The Drugs and Crime Preventative Committee
have argued that instances of fraud may also follow
opportunity.19 For example, evidence suggests that
a consequence of increased business activity in boom
periods correlates with increased opportunities in
fraud. Therefore, a consequence of the boom in
owners corporation living, which will likely give rise to
an increase in professional owners corporation managers,
may correlate with an increased risk of fraud. 

Australian legislation does not specifically define fraud.
In the federal criminal law system that operates in
Australia, there are nine separate jurisdictions, each of
which has its own common law and legislative offences
involving fraud and deception. These offences cover a
wide range of conduct involving an element of deception
and the definitions used have changed over time. In
Victoria, for example, police statistics record over 100
separate offences included in the category ‘deception’.20

These include various forms of obtaining property by
deception, forgery, conspiracy, impersonation, secret
commissions, and making false statements.

However, the Review found that there were significant
barriers to accessing justice for members of owners
corporations. The submissions were of the view that
the commitment to take legal action was a deterrent to
enforcing the existing owners corporation regulations
and rules by taking matters to court because the
outcomes of legal action are uncertain as they rely on
proof and the costs are high.21 Furthermore, the existing
provisions relating to protection of funds and financial
reporting lack clarity and transparency, and provide
little accountability, thereby offering little protection or
safeguards to members to protect their funds. 

The Fraud Squad within the Victorian Police Force
primarily oversees protection against fraud in Victoria,
and they rely on reports of fraud from the public.
However, fraud tends to be a category of crime that
tends to go unreported or undetected. Because
members of owners corporations may not be aware
that their money is not going where it is intended to
go, they would be unable to detect it and subsequently
report it. Therefore, the Fraud Squad is of little use to
members of owners corporations unless they are aware
of what is happening and can prove it.  
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13 Ibid, p 35.
14 Parliament of Victoria – Drugs and Crime Preventative Committee ( 2004 ) Enquiry Into Fraud and Electronic Commerce – Final Report, p 52.
15 The Institute of Body Corporate Managers (IBCM) estimates that in the last three years there have been four claims against professional

managers regarding their mismanagement. The Department of Environment and Sustainability (DSE) estimate that professional owners
corporation managers manage around 50% of the 65,650 existing owners corporations, which equates to approximately 286,000 lot owners
(See Department of Sustainability and Environment (2006) Customer Information Bulletin, October, Edition 95). Therefore, approximately
0.0014% of the professionally managed owners corporation sector is at risk of manager misconduct.  However, the IBCM only manage 75%
of the professionally managed sector, which leaves 25% of the professionally managed sector and 50% of the entire owners corporation
sector that are not professionally managed unaccounted for. 

16 Parliament of Victoria – Drugs and Crime Preventative Committee ( 2004 ) Enquiry Into Fraud and Electronic Commerce – Final Report, p 67.
17 Ibid, p 56.
18 Australian Institute of Criminology ( 2000 ) Conference Paper: Fraud Prevention and Control in Australia, August. Found at

http://aic.gov.au/conferences/fraud/graycar.html. 
19 Parliament of Victoria – Drugs and Crime Preventative Committee ( 2004 ) Enquiry Into Fraud and Electronic Commerce – Final Report, p 60.
20 Australian Institute of Criminology ( 2000 ) Conference Paper: Fraud Prevention and Control in Australia, August. Found at

http://aic.gov.au/conferences/fraud/graycar.html.
21 Consumer Affairs Victoria ( 2006 ) Final Report of the Owners corporations Review, p 28.



Information asymmetry

With the existing regulatory framework, many
owners corporation members have reported having
difficulties accessing information in regards to the
owners corporation. For example, one owners
corporation member stated “I have requested the
addresses of the other non-resident owners from the
current Owners corporation manager so that I can
inform them that they are largely forking out
payments for ‘extraordinary expenses’ needlessly.
However, it seems that they cannot be provided.”22

Therefore, information relating to lot owners’
contact details, financial statements, maintenance
plans, owners corporation rules and the credentials
of the manager must be readily accessible to ensure
consumers are informed and that the owners
corporation is made to be accountable. However,
existing owners corporations must also be given
time to establish this register.

While there are legislative requirements for the
provision of information as part of the purchase
process, these provisions are limited in their usefulness
to prospective purchasers. Currently, lot owners are
not fully informed of the financial management of
the owners corporation. Similarly, prospective lot
owners are not fully informed of the liabilities they
would be subjecting themselves to should they
purchase a lot in the owners corporation. This can
potentially impose costs on lot owners or prospective
lot owners as their purchase may not be a well-
informed one. 

The submissions to the Review provided examples
where officers (secretary, members of committees
or a paid professional manager) were often faced
with many complex financial, social and legal issues.
Consequently, officers sometimes made mistakes and
failed to comply with the procedures for conducting
meetings, adopting budgets, collecting fees, recording
minutes and enforcing parking. In addition, owners
corporations need to comply with other legislation
that is based on separate rather than common
ownership models. The lack of knowledge in
the community relating to owners corporation
responsibilities has been further hindered because
of the lack of clarity of the provisions under the
Subdivision Act 1998.

A research report into the owners corporation sector
prepared by The Open Mind Research Group (OMRG)
on behalf of CAV similarly identified information
disclosure and a lack of owners corporation knowledge
in general as a key problem with the existing
regulatory framework. The research report stated
“Generally owners felt as though they had only been
made aware of the existence of the owners corporation
when they were buying into the property. This
information was usually offered through either the real
estate agent handling the sale or a welcome letter from
the owners corporation.”23

There was general agreement in the submissions that
specialist information and advice would reduce
disputes and enhance the effectiveness of any
expanded regulatory framework for owners
corporations.

Disputation

Given the differing interests that exist amongst
lot owners, conflicts arise in owners corporations,
either between individual lot owners or between
lot owners and the owners corporation itself. 
These conflicts can be driven by differing personalities,
differing approaches to issues or different underlying
economic interests.

The current regulatory scheme prescribes standard
rules. However, submissions to the Review have
shown that the current standard rules are no longer
appropriate for all owners corporations and owners
corporations are not clear what they can or cannot
include in additional rules. This lack of clarity can
potentially lead to unnecessary disputes between
lot owners, and lot owners and managers. 

Finally, there are difficulties for owners corporation
members in resolving disputes or reaching agreements
with each other or the manager, and significant
barriers to accessing justice for members of owners
corporations. This potentially increases costs on
owners corporations due to the difficulty of reaching
agreement across lot owners and owners corporation
management. Submissions to the Review reflected this
point. For example, one submission stated, “The cost
of settling disputes and interpretation of documents
through normal court procedures is too costly and
lengthy for the resources and time left for the average
resident.”24
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Fees

Nb: The cost imposed on CAV has not yet been determined.

The Victorian Guide to Regulation states, “Some forms
of regulation require the imposition of fees and
charges, in which case general government policy is
that fees should be set on a full-cost recovery basis.”25

The policy of full cost recovery is based on equity and
efficiency arguments. This is outlined in the Victorian
Guide to Regulation, which states that:

Both efficiency and equity considerations require
the fee to recover the full cost to government 
(on the basis of an efficient level of regulation that
is administered efficiently). A cost recovery approach
may indirectly increase the equity of the tax system
in that general taxpayers are not required to
subsidise specialised programs that benefit particular
interest groups. Where fees are deemed appropriate,
full-cost recovery will assist the efficient allocation
of resources.

Failure to establish a fee based on full-cost recovery for
the registration of owners corporation managers would
mean that general taxpayers would be subsidising the
regulation of owners corporations, despite the fact that
many taxpayers would receive no benefit from the
regulation. Therefore, in the interest of equity, a fee
based on full-cost recovery is the preferred option.

The government policy of full-cost recovery is also
based on economic efficiency. However, in this
instance there are expected to be limited efficiency
gains from setting registration fees at full-cost level.
Efficiency gains are expected to be minimal, as the
costs of the fees when fully passed on by owners
corporation managers is unlikely to influence lot
owner behaviour. 

Data that allows an accurate quantification of the risk
of financial loss to lot owners as a result of the existing
regulatory framework is not easily attainable, and at
times relies on anecdotal evidence from the Body
Corporate Review and other research. Therefore, the
extent of the risk has been quantified with reference to
the available data, which may at times not produce an
actual figure but will at least provide an outlook of the
problems and the potential risks of financial loss
associated with the existing regulatory framework. 

The extent of the problem with the current regulatory
framework can be reflected in the increase in owners
corporation disputes. Since 1991, there have been
nearly 4,000 applications made to the Magistrates’
Court where one of the parties to the dispute was
an owners corporation. The increase has risen from
less than 100 per year, to over 500 per year in 2003,
and 90% of the 500 disputes in Victorian owners
corporations related to unpaid fees. Disputes involving
owners corporations in the Magistrates’ Court have
increased at a greater rate than the growth in numbers
of owners corporations.

While the number of disputes at the Magistrates’ Court
appears low relative to over 480,000 lots throughout
Victoria, the level of overall disputation on matters
other than debt recovery is much higher based on
complaints and disputes handled by CAV. CAV is
receiving a growing number of enquiries and letters
relating to the lack of accountability for use of owners
corporation funds, maintenance of common property,
rights and duties of members and the functions,
powers or operation of owners corporations. Between
1 January 2006 and 31 December 2006, CAV received
approximately 2200 enquiries. The most frequent
issues for callers with an owners corporation problem
related to the functions, power or operation of the
owners corporation (13.37%), maintenance and repairs
of common property (including gardens, driveways
and roofing) (13.76%) and the rights and duties of
members (10.2%). Issues regarding the unsatisfactory
performance of owners corporation managers were 
also a frequent concern for consumers (9.54%).
Out of 56 owners corporation conciliation requests,
50% involved unsatisfactory performance by a
manager. This is significantly high considering CAV
does not have legislative dispute resolution power
under the existing regulatory framework.
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25 The Victorian Competition and Efficiency Commission ( 2005 ) Victorian Guide to Regulation, p 3.12.
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In addition, experience would suggest that there is
considerable unmet demand for owners corporation
advice/dispute resolution. Experience from enquiries
to CAV suggests that most consumers are unaware
hat CAV provides advice on owners corporations
(CAV only took over administration of owners
corporations issues in 2001). This is reinforced by
the OMRG report in to the owners corporation sector,
which stated that on the role of government the
research found “low awareness among owners of the
role or relevance of CAV in this context. When asked,
local councils were assumed to be the ‘government
body’ behind such legislation.”26

The interstate experience would suggest that the
absence of a low cost dispute resolution system is
suppressing the formal resolution of many owners
corporation disputes. The type and level of complaints
and disputes referred to CAV and DSCV can also be
supported by Queensland and New South Wales where
the numbers of disputes are much higher (900-1000)
and in general, relate to the enforcement of owners
corporation rules. It is evident that enquires in NSW,
which has a similar number of lots to Victoria, run at
around 40,000 annually. Similarly, Queensland, with
half the number of lots, receives 15,000 enquiries
annually.

The potential loss for lot owners as a result of manager
misconduct or fraud can be quantified in terms of
total fees collected by professional owners corporation
managers. Lot owners may stand to lose their annual
fee due to a poorly managed owners corporation or
manager misconduct. The IBCM recommends that
the minimum fee for professionally managed owners
corporations is $1,650 per annum.27 The introduction
of, among other things, maintenance funds and
accounting standards for prescribed owners
corporations may increase the annual fee and 
therefore the potential loss. The table below
demonstrates the level of potential loss to owners
corporations depending on the fees paid by lot
owners. It is clear that larger lot subdivisions stand
to lose more than smaller lot subdivisions.
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Fees ›

Size of subdivision $1,000 $5000 $10,000 $20,000

10 lots $10,000 $50,000 $100,000 $200,000

20 lots $20,000 $100,000 $200,000 $400,000

50 lots $50,000 $250,000 $500,000 $1,000,000

100 lots $100,000 $500,000 $1,000,000 $2,000,000

200 lots $200,000 $1,000,000 $2,000,000 $4,000,000

26 OMRG (on behalf of CAV) (2007) Owners Corporations – Developmental Communications Research Report, 9th March, p 8.
27 Annual owners corporation fees can currently range from $1,000 per lot in a traditional subdivision (such as a block of flats), to $6,000 per

lot for up-market inner-suburban subdivisions (such as townhouses) to $20,000 per lot for city subdivisions (such as high-rise apartment
towers).

›



The potential financial risk to lot owners may
increase further because of the current potential
costs associated with resolving an owners corporation
dispute, which may arise out of unclear or
inappropriate rules. For recourse, lot owners and
managers currently have only the Magistrates’ Court,
the Dispute Settlement Centre of Victoria (DSCV) 
and the Victorian Civil and Administrative Tribunal28

in which to resolve their disputes. Fees for the
Magistrates’ Court depend on the size of the claim 
and range from approximately $100-$300, which 
does not include the legal fees which can be up to
$1000 depending on the size of the claim. According
to Magistrates’ Court data the average legal costs for
claims relating to owners corporations is $471 and
the average claim amount is $3652. Therefore, the
average fee for the hearing would be around $135 
(fee unit = $10.50, claims $1,000-$10,000 costs 12.9 
fee units), for a total average cost per hearing of
approximately $606. The total cost for lot owners
would be the sum of the average cost per hearing
($606) multiplied by the amount of hearings relating
to rules (Magistrates’ Court data suggests 7.9% of
hearings relate to rules. Out of 500 hearings,
approximately 40 would relate to rules29). This equates
to a cost of approximately $26,400 across the sector.
The VCAT has set fees depending on the  . .size of the
civil claim. These range from $30 to $550. There can
also be time relevant costs with a VCAT application
with applicants having to wait extended periods in
order to get a hearing. Generally, there are no fees
associated with a DSCV hearing. 

The submissions to the Review and the OMRG
research report identified the lack knowledge of 
the existing legislative scheme as one of the major
problems for particular groups within the owners
corporation sector. The risks associated with the
current problems with information disclosure and
access to information can be quantified in terms of
what prospective and existing lot owners may stand
to lose if they make an ill-informed choice when
purchasing a lot in an owners corporation. It could
be assumed that without detailed disclosure on areas
of financial management, owners corporation funds,
liabilities and special levies, and without access to
information regarding owners corporations in general,
lot owners and prospective lot owners may stand to
lose a percentage of the price of their asset or be forced
to pay an unforseen fee or charge as a result of a
misinformed choice. According to the Institute of Body
Corporate (IBCM), the minimum value of the 483,590
lots in Victoria amounts to $45 billion, for an average
of $93,000 per lot. A reasonable percentage loss may
be 1% of the particular asset that has been purchased,
which equates to an average loss per lot purchaser
of $930. This loss needs to be adjusted relative to the
amount of lot owners who are likely to make an
ill-informed choice, which, according to the
submissions to the Review and CAV owners
corporation research, is high.30 Given the anecdotal
evidence, it could be assumed that at least 60% of lot
owners may experience a loss of approximately $930. 

The extent of financial loss because of poor
maintenance planning or not having an appropriate
maintenance fund may quantified in terms of recent
insurance claims made by owners corporations.31

CHU, the major insurer in the owners corporation
sector, estimated that from their portfolio of around
15,000 owners corporations in 2006 they received an
average of 250 insurance claims per week. According
to CHU a large majority of these claims related to poor
maintenance.32 A working assumption could be that
across the sector there may be approximately 1000
insurance claims per week, or 52,000 per year.
Therefore, around 86% per cent of owners
corporations may make and receive one claim per
year, the large majority of which relate to poor
maintenance. 
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28 VCAT may currently hear disputes relating to breaches of fair trading legislation (such as the Fair Trading Act 1999). However, claims can
only be made against professional managers of owners corporations and VCAT will not hear general disputes between lot owners.

29 The Magistrate’s Court’s data is not clear whether hearings relating to rules were because they were unclear or inappropriate.  Therefore, the
actual percentage may be much lower.

30 Open Mind Research Group (OMRG), in their communications research into owners corporations, identified a lack of
knowledge/information disclosure as a ‘key theme’ in their findings. They found that an overwhelming majority of lot owners expressed a
lack of knowledge and lack of ‘up to date’ information about owners corporations.  The OMRG research report stated that overall owners
and prospective lot owners reported a general lack of clear and ‘up to date’ information about owners corporations.  OMRG (on behalf of
CAV) (2007) Owners Corporations – Developmental Communications Research Report, 9th March, p 11.  

31 A case in point occurred in New South Wales where several older strata buildings had been left to deteriorate until they were structurally
unsafe due to the dominant pensioner or investment group’s refusal to approve any maintenance expenditure. This inaction by the
majority adversely impacted on the minority of owner-occupiers and tenants in terms of liveability and amenity.

32 In particular, this related to water damage and damaged pipes as a result of poor maintenance.



Given that there are many unofficial maintenance
funds with the existing regulatory framework, such
|as special levies, there is a risk that the manager who
generally manages the fund may defraud the owners
corporation or that lot owners may not afford the
special levy. CAV has heard of special levies ranging
from anything as low as $1,000 for a sewer repair to
$500,000 for a lift upgrade. A typical levy may be in
the range of $10,000 to $80,000 for, among other
things, window repairs. The size of the levy would
generally depend on the size of the owners
corporation. A one-off large special levy is likely to
cause financial hardship for some members that
cannot find the necessary funds in a short period. 

There is a greater risk to members of larger owners
corporations as they require greater elements of asset
management, such as managing a greater amount of
funds and maintenance requirements. In particular,
ineffective maintenance may lead to a negative
financial impact on lot owner assets. 

The extent to which lot owners suffer financial loss
as a result of inappropriate valuations of buildings
for insurance purposes cannot be quantified. However,
a working assumption could be to use insurance
claims data that may at least quantify the risk.
As stated earlier, it could be assumed that 86% of
owners corporations make one insurance claim
per year. According to the IBCM, valuers (with a
portfolio of 600 to 700 owners corporation jobs per
annum) in the owners corporations industry estimate
that up to 80% of existing owners corporations would
not have sufficient insurance if they did not obtain
a valuation. Therefore, if 80% was taken as a
maximum, it could be assumed that of the 52,000
insurance claims per annum, 80% or 41,600 owners
corporations would incur costs in order to pay what
the insurance did not cover. 
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The objective of the Owners Corporations Regulations
2007 is to enable the efficient and effective operation
of owners corporations and to reduce the risk of
financial loss to owners corporation members at
minimal cost. The objective for the setting of
regulatory fees is to fund the costs of efficiently
administering the regulation of owners corporations
through fees that reflect the costs of regulating
professional owners corporation managers. 

Objective > 13

Objective 2





For the purposes of section 3 of the new Act,
Regulation 5 of the proposed regulations states that
a prescribed owners corporation is one that consists
of more than 100 lots or within a financial year
levies annual fees of more than $200,000. As discussed
earlier, larger owners corporations manage larger
amounts of funds, and it is likely that these funds
will increase with the new regulatory scheme due
to the requirement of maintenance plans and funds.
Therefore, the proposed threshold has been chosen
on the basis that it will ensure that larger owners
corporations have higher obligations imposed on
them in relation to maintenance planning and
funding, auditing of accounts and insurance
valuations of owners corporation buildings. 

These obligations imposed on larger owners
corporations will assist in alleviating some of the
concerns discussed in part 1. In particular, because of
the potential difficulties of lot owners accessing justice
in relation to cases of fraud it is necessary for the new
regulatory framework to provide for fraud prevention.
Therefore, the requirement for prescribed owners
corporations to have their financial statements audited
should ensure accountability in relation to funds
management. 

The proposed threshold of 100 lots or levied fees
of $200,000 will not over-regulate or impose
unnecessary costs on smaller owners corporations
who may not have the resources available to comply
with the increased obligations. However, they will
have the option to subject themselves to the same
obligations that will be imposed on prescribed owners
corporations if they choose.

Section 119(5) of the new Act requires managers
to have professional indemnity insurance. The sum
prescribed by proposed regulation 7 is $1.5 million.
Currently, the Subdivision (Owners corporation)
Regulations 2001 prescribe the limit at $2 million. 
The explanation on why this has been changed can
be found in part 4. Professional indemnity insurance
protects professionals against claims of negligence
made against them by a client. This insurance covers
the costs and expenses of defending a legal claim, as
well as any damages payable. If owners corporation
members suffer a loss that can be attributed to the
manager’s failure to uphold professional standards,
the manager risks being sued for a breach of
professional duty. Professional indemnity insurance
will cover them for this potential loss thereby
protecting lot owners.

For the purposes of sections 180(2)(d) and 183(1)
of the new Act, proposed regulations 14, 15 and
16 prescribe the fee for the initial application of
managers, the annual renewal of managers and the
late lodgement fee respectively. The Business Licensing
Authority (BLA) will administer the registration and
create a public record of, among other things, the
manager’s contact details and their professional
indemnity insurance. The fees associated with the
registration of managers are set on a cost recovery
basis following account of the costs of administration.
The manager’s register will provide a means to ensure
for lot owners that managers have professional
indemnity insurance, and allow managers to be easily
updated on legislative requirements and emerging
issues. The registration of managers will also provide
some quality assurance for professionally managed
lot owners. 
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Section 147(2) of the new Act requires existing owners
corporations to establish an owners corporation
register within the time prescribed by the proposed
regulations. Proposed regulation 9 prescribes a timeline
of 6 months from the commencement of the new
Act for an owners corporation to establish their
information register. This period will ensure that
owners corporations have ample opportunity to
establish their register, and that existing owners
corporations do not escape the requirement of
establishing their register. The new register itself
will allow easily accessible information for consumers,
and alleviate the concerns regarding access to
information discussed in part 1.

To alleviate some of the concerns in relation to
information disclosure discussed in part 1, 
section 151 (4)(a) of the new Act improves the
current requirements to be contained on the owners
corporation certificate. Proposed regulation 11 specifies
the information that is required to be included in the
owners corporation certificate. Section 151(4)(b)(ii) of
the new Act provides that an owners corporation
information and advice statement in the form set by
proposed regulation 12, which is form 2 of Schedule 2,
must accompany the owners corporation certificate.
These new measures will ensure greater information
disclosure and transparency for existing lot owners and
prospective buyers. This will allow prospective
purchasers to make an informed choice when buying
into an owners corporation.

Section 151(2) of the new Act provides for a fee
to be paid for the purchase of the owners corporation
certificate, which is prescribed by proposed regulation
10. It is proposed that this fee be increased to $150.
This fee is sensitive to the increases in labour and
administrative costs associated with the production
of the certificate. 

Section 139(1) of the new Act provides that the
proposed regulations may prescribe model rules in
relation to any matter in respect of which rules can
be made. The proposed regulations set out the model
rules in Schedule 1. The proposed model rules are a
more complete version of the standard rules of the
existing regulatory framework, relating to not only
common property, but also health and safety, metering
of services and behaviour of persons. The proposed
model rules will clarify the rights and responsibilities
of lot owners, occupiers and invitees. This will alleviate
the concerns outlined in part 1 in relation to unclear
and inappropriate rules. 

Section 153 (3)(a) of the new Act requires an internal
dispute resolution framework for owners corporations,
with a default process set out in the model rules within
the proposed regulations. This process is outlined in
rule 6 of Schedule 1. The grievance procedure in the
model rules will make the process for internal dispute
resolution clear for all owners corporations.
Furthermore, it will enable owners corporations to
resolve disputes at the lowest possible level, and allow
them to move seamlessly between the different stages
in the dispute resolution process outlined in the new
Act. 

The proposed regulations also prescribe the following;
for the purposes of section 87(3) of the new Act, the
form with which authorisation for a person to act as a
proxy must be in ((proposed regulation 6), form 1 of
schedule 2); for the purposes of 161(3) of the new Act,
the referral of disputes to other jurisdictions (proposed
regulation 13); and the requirements of letterbox or
other indication of an owners corporation (proposed
regulation 17). 

The OMRG research report into the owners
corporation sector identified four main groups that
would be affected by the new regulatory framework.
Those groups are lot owners (owner-occupiers or
owners–investors), managers, property developers and
tenants. It is important to note that well run owners
corporations would already adhere to the bulk of the
proposed regulatory framework.

The proposed Owners Corporations Regulations 2007
may impact upon owner-occupiers and owner-
investors with regard to increased fees (although this
would only apply to prescribed lot owners) and
potential rules changes. A rule change may cause some
confusion for lot owners living within an owners
corporation. However, the new Act allows existing
rules to remain providing they are consistent with
Schedule 1 of the new Act. As discussed, it is envisaged
that clear model rules, which will apply as default rules
if no rules are made, will have a positive impact.
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According to the Department of Sustainability and
Environment (DSE), approximately 50% of owners
corporation committees delegate the day-to-day
running of the owners corporation to professional
managers or elected representatives.33 According to
the Review, it is estimated that there are approximately
1,000 people employed full-time in the management
of owners corporations (250 professional managers and
750 support staff). Managers will be impacted by the
imposition of fees associated with their registration and
the imposition of a new regulatory framework. 

The prescribed threshold prescribed by the regulations
will impose particular obligations that may increase
management costs on professional managers and
owners corporations as a whole, although this cost
would be past onto lot owners. The cost and benefit
analysis in part 4 suggests that the more lots within a
subdivision the lower the per lot cost for each of the
financial and asset management and insurance
requirements being proposed. 

Property developers and tenants may only receive
a marginal impact from the proposed regulations.
For example, tenants, like owner-occupiers, may be
forced to adhere to different rules, which may cause
some confusion. Tenants living in prescribed owners
corporations may potentially experience marginal
increase in rents if owner investors are charged more
fees as a result of the obligations that will be imposed
on prescribed owners corporations. 

It is expected that compliance with the new regulatory
framework will be higher and faster amongst
professional owners corporation managers and larger
owners corporations compared to self-managed or
smaller owners corporations. However, it is assumed
that the compliance rate overall would be at least 80%,
with perhaps approximately one in five owners
corporations not complying.  

The cost of the proposed reforms across small, medium
and large sized subdivisions needs to be seen within
the context of the overall owner corporation annual
fees. The cost impact is proportional to the size of the
owners corporation with the highest cost for large
owners corporations captured by the prescribed owners
corporation provisions. In those cases the increased
cost per lot may be approximately $50 per annum.
This represents approximately 3 per cent of their
estimated annual owners corporation fees.

Professional managers have a reputation to uphold
and their profession is at stake. Therefore, they will
be obligated to comply with all the requirements of
the new framework. This would account for 55% of
the owners corporation sector, as 55% of the sector
is professionally managed. 

It is envisaged that larger owners corporations,
which are invariably professionally managed, will
also have a high compliance rate as they incorporate
more members and more resources to fulfil legislative
requirements. Self-managed or smaller owners
corporations may have a smaller and slower
compliance rate due to them being regulated less
and not having the resources available to fulfil
particular requirements. It is reasonable to assume
that at least 25% of the non-professionally managed
owners corporation sector would comply with the
new regulatory framework. This would achieve an
overall compliance rate of 80%.  

An owners corporation is a regulatory structure that
is established to manage a property owned in
common by a number of individuals. An important
emphasis
of the proposed regulatory structure is that it has
been designed to limit the role of government in
intervening in the decision making of owners
corporations. It does this by focusing on ensuring that
the public has the information and tools to effectively
manage their responsibilities and relationships. 

Accordingly, not all matters that can be prescribed
under the Owners Corporations Act 2006 have been
prescribed. For example, the regulations have not
prescribed the maximum fee an owners corporation
can charge for a copy of their register, nor have the
regulations prescribed a fee for the inspection of the
register of managers. Similarly, the proposed prescribed
model rules are not overly prescriptive. As such, an
owners corporation can make their own rules about
the proposed model rules and other matters set out
in Schedule 1 of the Act. 

The compliance of managers to register, and whether
the information supplied is correct, will be monitored
by CAV and the BLA. The requirement of the
professional indemnity insurance will also be enforced
as part of this registration process. The new Act
imposes a penalty for non-compliance of 60 penalty
units if a person supplies false or misleading
information to this register. This is justified if the
potential loss to lot owners is taken into account.
This loss per lot owner could range from annual
fees to the loss of an asset if there is significant
misconduct on behalf the manager. 
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The new Act through part 10 (with the exception
of sections 120,121,130) of the Fair Trading Act 1999
allows a CAV appointed inspector to perform an
inspection on an owners corporation manager if
their conduct warrants an inspection. 

The compliance of owners corporations with the new
regulatory framework will depend on the time taken
for knowledge of these requirements to spread around
the sector. CAV will now be the point of call for
owners corporations enquiries and it is assumed that
consumers who notice that their particular owners
corporation is not fulfilling their obligations under
the new Act and regulations will report this to CAV.
Similarly, the dispute resolution provisions found
within the new Act will allow CAV to further monitor
any misconduct on behalf of managers.

A primary element of the compliance strategy is
information and education. Much of the above
point will depend on the effectiveness of this strategy.
It is intended to improve the knowledge through the
provision of improved information through the CAV
call centre, the CAV website, and the distribution of
accessible, succinct and consumer friendly printed
material and the proposed owners corporation
certificate.

It is expected that compliance would take some
time to develop, both as CAV develops more
educational and guidance material and programs
and as knowledge of the regulatory scheme spreads
through the community. It is also expected that
compliance would most rapidly accumulate in those
areas most dedicated to owners corporation issues,
such as professional owners corporation managers. 
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This examination of the costs and benefits of the
proposed regulations includes an assessment of
the financial, economic, environmental and social
impacts, including administrative and compliance
costs. 

The proposed regulations do not impose any
significant administrative burden, where records
need to be provided to government or kept available
for inspection, nor do they impose any environmental
impact. 

The base case is the scenario with only the Owners
Corporations Act 2006 in force, which will revoke the
current regulatory framework under the Subdivision
(Owners corporation) Regulations 2001 in late 2007.
The other regulatory frameworks that will apply to
owners corporations are the Subdivision Act 1988
(Part 5) and the Fair Trading Act 1999 (application of
specified inspection and monitoring powers to owners
corporation managers, per Division 3 of Part 12 of the
Owners Corporations Act 2006).

Base case

The base case scenario for prescribing a threshold
for ‘prescribed owners corporations’ in the proposed
regulations would mean that there were no prescribed
owners corporations. Therefore, owners corporations
would not be subjected to audits of accounts, would
not have to maintain maintenance plans and funds
and would not need to obtain a valuation of all
buildings that it is liable to insure, all of which the
new Act provides.34

Base case

The base case scenario for having auditing of accounts
for prescribed owners corporations would mean that
prescribed owners corporations would not need to
have their financial accounts audited. This would
provide lot owners with little transparency by way of
funds management and offer no assurances that their
fees are going towards their intended function.
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The base case

Prescribed owners corporations
(Regulation 5)

Auditing of accounts for prescribed
owners corporations

34 The costs and benefits of the requirements imposed on prescribed owners corporations will be discussed individually. The working
assumption is that are approximately 800 existing owners corporations that would be classified as prescribed owners corporations,
consisting of approximately 130,000 lots.  These figures are based on the estimated distribution of owners corporations table found in the
appendices. 



Costs

To enable further accountability to prescribed owners
corporation members, it is proposed that prescribed
owners corporations with turnover greater than
$200,000 per annum or more than 100 lots should
be subject to an independent audit. As discussed
earlier, this threshold has been chosen on the basis
that it will not over-regulate smaller owners
corporations. However, it will provide for higher
obligations on larger owners corporations that
manage larger amounts of funds.

The cost for independent audits is about $1,000 to
$3,000 for incorporated associations.35 It is currently
not common for owner corporations to undertake
audits of their accounts and therefore it has been
difficult to obtain this information. Notwithstanding
this, the complexity of transactions is likely to affect
the amount that prescribed owner corporations pay for
an independent audit rather than the level of turnover.
However, there is normally a positive correlation in the
level of turnover and the complexity of transactions
for the owner corporation market. Invariably, a high-
rise tower with a $2 million turnover is likely to have
numerous service contracts for elevators, air-
conditioning, security, hot-water systems etc. 

There is likely to be an inverse relationship between
the number of lots per subdivision and the per lot
liability for audit expenses. For example, a 150-lot
high-rise tower would pay less on a per lot basis than a
60-lot subdivision even if the aggregate audit expenses
were marginally higher. In the absence of hard audit
fee data, a sensitivity analysis of a range of audit
expenses has been undertaken to estimate the likely
impact on a range of different sized subdivisions.

As can be seen from the above tables, medium lot
subdivisions would incur auditing fee contributions
from $60 to $200 per lot. Large lot subdivisions would
incur contributions from $30 to $100 per lot whereas
lot subdivisions of 150 lots would incur costs from
$20 to $66 per lot.

An estimation of the general cost impact can be made.
If we assume that the cost is comparable to that of the
upper range for incorporated associations then it
would be approximately $3000. If there are
approximately 80036 prescribed owners corporations,
then the total initial cost is therefore $2.4 million
annually or $18 per lot owner ($2.4 million / 130,000
prescribed lots). This would amount to a cost of
$19.6 million across the sector discounted37 over
the life of the proposed regulations (ten years) or
approximately $150 per lot owner.

Benefits

Because members of larger owners corporations risk a
greater amount of financial loss, having the financial
statements of larger owners corporations audited will
offer greater protection of members’ funds. If the
IBCM’s minimum management fee ($1650) is taken
as the maximum potential loss per lot owner, then in
cases where an audit discovers some form of deception,
lot owners may save a percentage of their annual fee.
However, until a proposed measure is actually
implemented, it is not possible to be certain about
the quantitative benefit. 

The qualitative benefits of mandatory auditing are
that it would enable owner corporation members
to ascertain whether their funds were being used
in accordance with their committee decisions.
Furthermore, it would ensure that financial delegations
had not been abused, that bank interest on funds
were credited to the owner corporation and not to
the management’s bank account, and that the
management had not exposed the owner corporation
to any unnecessary taxation obligation or any other
regulatory obligation such as compliance with the
Building Act 1993.

20 > Cost-benefit analysis of proposed regulations

50 Lot Sub-Division

Audit Fees Per Lot 

$3,000 $60

$5,000 $100

$10,000 $200

100 Lot Sub-Division

Audit Fees Per Lot

$3,000 $30

$5,000 $50

$10,000 $100

150 Lot Sub-Division

Audit Fees Per Lot

$3,000 $20

$5,000 $33

$10,000 $66

35 According to an informal survey of auditors undertaken by CAV.
36 Using the table in the appendices and assuming that there are an additional 150 prescribed owners corporations in the range from 50 to

100 lot subdivisions.
37 The Victorian Competition and Consumer Commission (VCEC) advise that the default real discount rate is 3.5% per year.



While audits assess transactions from the past, they
do offer the benefit of taking appropriate action to
indiscretions that can still be rectified. For example,
non-compliance with the Building Act 1993 potentially
could adversely affect the owner corporation’s
reinstatement and replacement insurance and public
liability insurance policies by making them invalid.
Identification of this oversight during an audit can
enable corrective action to be taken to ensure these
insurance policies are effective if the need arises.

Base case

The Owners Corporations Act 2006 requires that
prescribed owners corporations must prepare a
maintenance plan (s36) and that any owners
corporation with a maintenance plan must establish a
maintenance fund (s40). In the absence of the
Owners Corporations Regulations 2007 there would
be no prescribed owners corporations and therefore
no owners corporations would be required to prepare
maintenance plans or establish maintenance funds. 

Costs

Prescribed owners corporations will be required to
establish a ten-year maintenance plan and fund.
Most well run owners corporations would undertake
some level of maintenance planning and funding
however, this will become formalised under the new
regulatory framework.

Prior to the maintenance plan, the prescribed owners
corporation would undertake a report of the present
condition of the property. This report would inform
the maintenance plan. The size of the maintenance
fund would depend on the content of this report. 
The building report would look at those parts of the
property that may need to be repaired or replaced
within the next 10 years, and estimate the costs of
those repairs and replacement. 

Prescribed owners corporations would probably need
to engage quantity surveyors to ascertain the likely
frequency and cost of replacement to be incurred. In
most cases, professional owners corporation managers
would organize a quantity surveyor to undertake the
report for the prescribed owners corporation. 

According to a survey of quantity surveyors38, the
average cost for undertaking a building report depends
on the number of lots and the configuration of the
property. The following estimates are provided for a
range of lot sizes and based on two assumptions; that
there is reasonable survey documentation available to
define boundaries between the owners corporation and
private property, and standard property configuration:

Building Reports for Maintenance Plans

Lot Size Total Cost Cost Per Lot

30 $900 $30

60 $1,400 $23

100 $2,000 $20

150 $2,500 $17

As can be seen from the above costs, the nominal
cost is obviously greater for larger lot size subdivisions.
However, as was the case for the costs associated with
the proposed auditing of accounts requirements, the
cost per lot falls significantly as the number of lots
increases for each subdivision. In many cases, owner
corporations with 30 lots would probably not be
classified as a prescribed owners corporation as their
turnover would be less than $200,000.

It should be noted that the cost of the building
report can increase several hundred dollars where
the owners corporation does not have reasonable
survey documentation to enable identification of 
the boundaries between owners corporation and
private lot ownership. A sprawling property
development with 150 lots could also cost about
$3,500 due to the extra time involved. This equates
to approximately $23 per lot. 

Assuming a prescribed building boundary of $200,000,
this may equate to approximately 80 lots. On the basis
of the table above it could be expected that the cost
per lot would be approximately $21. There are an
estimated 130,000 in owners corporations of this size.
Thus, the initial total cost is $2.72 million across the
sector. If a building report is conducted every five years
then the annual cost across the sector is $526,890 per
year for a report. 
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Maintenance plan and fund for
prescribed owners corporations

38 Data is from an informal survey of quantity surveyors undertaken by CAV.



Administration costs for the maintenance plan
might also include reviewing the plan, updating
documentation, adjusting figures for expenditure.
If we assume 10 hours per year39 and there are
approximately 800 owners corporations of this size
then the additional annual cost is $405,300. This gives
an annual cost of $964,816, or if it is passed on to lot
owners, $7.4 per lot owner. This would amount to a
cost of $8.24 million discounted over the life of the
proposed regulations (ten years).

The size of the maintenance fund would depend on
the maintenance plan. If the building was not well
maintained in the past, and therefore requires
significant maintenance in the future, then it could be
expected that the fund would be larger, which would
increase fee levels for lot owners. 

CAV has been informed that typical special levies range
from $10,000 to $80,000. Therefore, it could be
assumed that a maintenance fund required under the
new regulatory framework would have a similar range.
The table below demonstrates the potential cost per lot
owner depending on lot subdivision size and size of
maintenance fund.
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Maintenance
fund size › $10,000 $30,000 $50,000 $80,000 $150,000

Size of lot
subdivision 

80 lots $125 $375 $625 $1000 $1875

100 lots $100 $300 $500 $800 $1500

150 lots $66 $200 $333 $533 $1000

200 lots $50 $150 $250 $400 $750

›

39 At $52.5 per hour for an average owners corporation manager, which includes on-costing and overheads. This is based on yearly income of
$50,000, the middle-income level provided in the Macquarie Bank National Survey of Strata Management Professionals
(http://www.maquarie.com.au/au/business/strata/benchmarking_survey.htm) and includes on-costing and overheads. VCEC has set the
default on-cost and overhead multiplier at 1.75. 



It can be seen that the greater the lot subdivision
the less cost that is imposed on lot owners.
If approximately the middle range is taken for both
the size of the maintenance fund and the size of the
lot subdivision then a lot owner living in a lot
subdivision of 100 lots with a maintenance fund of
$50,000 could expect to pay $500 into the
maintenance fund. Because the maintenance plan
involves the anticipated maintenance over the next
10 years, that $500 equates to approximately $50 per
year per lot owner. This would amount to a cost of
$416 per lot owner discounted over the life of the
proposed regulations (ten years).

If it were assumed that each prescribed owners
corporation was to establish a maintenance fund of
$50,000, then across the sector this would amount to
a total discounted cost of $33.27 million over the life
of the regulations.  

Given that many owners corporations would already
operate informal maintenance plans and funds
(submissions provided to the Review indicated that
owners corporations do operate maintenance plans,
although the total number is not known), it is
expected that these costs would be lower.

Benefits

An annual contribution to a long–term maintenance
fund spreads the costs over many years rather than the
alternatives of a one-off large special levy or borrowing
the money from a strata finance company. A one off
levy may cause financial hardship for some members
who cannot find the necessary funds in a short period
or cannot afford the increased fees that may result.
The Review heard of one-off special levies in the order
of $40,000 to $60,000 per lot owner, and general
special levies ranging from $10,000 to $80,000. 

Given the size of many unofficial maintenance
funds and that there are no impositions relating
to transparency of maintenance plans, there is a risk
that the manager whether professional or otherwise
will defraud the owners corporations. The potential
quantitative benefit per lot owners may be a
percentage of this. However, until a proposed
measure is actually implemented, it is not possible
to be certain about the quantitative benefit.

The new regulatory framework should substantially
address this issue by requiring larger owners
corporations to establish a maintenance plan and
fund, and giving smaller owners corporations the
option to do the same. This will ensure that separate
bank accounts are used and funds are held in trust. 

A building report for the maintenance plan would
provide prescribed owner corporation members with
the necessary information of the likely replacement
and repair costs for major maintenance items over the
twenty-five year life cycle. The building report would
enable prescribed owners corporation members to
make an informed decision in the determination of
the maintenance plan and establish a maintenance
fund with appropriate annual financial contributions. 

This would ensure that there are sufficient funds
available at the time of replacement and repair of
major maintenance items to the benefit of owner-
occupiers and tenants. This should also prevent the
extreme cases that have occurred in New South Wales
where the majority of investor lot owners refused to
introduce a special levy to address urgent maintenance
in regards to the structural safety of the building.
Accordingly, the maintenance fund should also enable
compliance with cooling tower and other structural
safety issues under the Building Act 1993.

The introduction of an annual maintenance fee also
provides an equitable approach to the costs incurred
for long-term maintenance. Otherwise a lot owner
could for example avoid any financial contribution to
their wear and tear of a hot-water or air-conditioning
system by selling their property prior to replacement
and impose these costs directly on the unsuspecting
purchaser.

Interstate experience suggests that maintenance funds
help to reduce disputes and the associated legal costs.
Since Queensland introduced maintenance funds in
2000, disputes have reduced considerably.
Furthermore, effective maintenance planning and
funding would also potentially reduce cost on the
insurance sector because less claims would be made.
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Base case

The Owners Corporations Act 2006 requires prescribed
owners corporations obtain at least every 5 years an
independent insurance evaluation of the all buildings
that it is liable to insure (s65). In the absence of the
Owners Corporations Regulations 2007 there would
be no prescribed owners corporations and therefore
no owners corporations would be required to obtain
independent valuations. 

Costs

Owner corporations are currently required to hold
replacement and reinstatement insurance and public
liability insurance. However, it is proposed to introduce
a further requirement for prescribed owners
corporations to undertake an independent valuation
of buildings every five years. It is important to note
that many, if not most, owners corporations would
already do these valuations.

However, an informal survey undertaken by CAV of
professional owners corporation managers revealed
that this is already commonly undertaken. They
provided the following cost estimates of valuations
for a range of small, medium and large owner
corporations. 

Insurance Valuations

Lot Size Total Cost Cost Per Lot

30 $640 $21

60 $1,000 $16

100 $1,300 $13

150 $1,750 $12

As can be seen from the above costs, the nominal cost
is obviously greater for larger lot size subdivisions,
however, the cost per lot falls as the number of lots
increases for each subdivision. As for building reports,
owners corporations with 30 lots would probably not
be classified as a prescribed owners corporation as its
turnover would be less than $200,000. Therefore,
making some assumptions on cost based on the figures
above, an annual cost of $263,500 is calculated for an
average of $2 per lot. See table below.
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Independent valuation for
insurance purposes for prescribed
owners corporations

Size of BCs No. of lots No. of BCs Assumed Total Annual Annual
cost/lot costs costs costs

80-100 lots 10,000 150 $1,200 $180,000 $36,000 $3.6

100 > lots 119,600 650 $1750 $1,137,500 $227,500 $1.9

Total 129,600 800 $1950 $1,317,500 $263,500 $2.03

Estimated distribution of costs for insurance valuation



This would amount to total cost across the sector of
$2.19 million discounted over the life of the proposed
regulations (ten years). This cost would be much lower
given that many, if not most, owners corporations
would already undergo these valuations. 

Benefits

As was discussed earlier, CHU estimates that 86% of
owners corporations make at least one claim per year.
The IBCM estimates that an overwhelming majority of
owners corporations (approximately 80%) would not
have sufficient insurance to cover the cost of repair.
Therefore, it is reasonable to assume that 80% of the
86% of insurance claims made per year would not
have sufficient cover to account for the actual cost of
repair. Therefore, lot owners would be forced the pay
the balance. This amount of loss cannot be known. 

The proposal to have independent valuations
performed at least every five years would ensure that a
prescribed owners corporation has adequate insurance
cover for both replacement and reinstatement
insurance and public liability. This would prevent the
unnecessary financial impact on owner corporation
members if their valuations were not sufficient, with
also bearing in mind that they would have unlimited
liability. 

Base case

The Owners Corporations Act 2006 requires an
appointed manager of an owners corporation to have
professional indemnity insurance that is sufficient to
meet claims up to the level prescribed by the
regulations (s119(5)). In the absence of the Owners
Corporations Regulations 2007, there would be no
level of insurance cover and therefore appointed
managers would not require professional indemnity
insurance. 

Costs

As discussed earlier, professional indemnity insurance
protects professionals against claims of negligence
made against them by a client. The requirement of
professional indemnity insurance cover is a
requirement of the existing regulatory framework.
Currently, the cover is set at $2 million, and this
amount is greater than the minimum a solicitor is
required to have to practice in Victoria. 

Therefore, it is proposed that the cover be changed to
$1.5 million. This will be used to cover multiple
claims. This amount has been chosen as it reflects the
level of risk associated with acting as an owners
corporation manager. For example, $1.5 million would
cover a scenario whereby each lot owner living in a lot
sub-division consisting of 150 lots and paying annual
fees of $10,000 would successfully sue the manager. It
is more than unlikely that a scenario greater than this
would occur.

CHU, the major insurer in the owners corporation
sector, advised that premiums for managers are
generally between $2,000 and $5,000 per annum, with
variations depending on factors such as the manager’s
level of experience, the size of their portfolio and
quality of cover. In a typical small business with an
annual income of around $100,000 this would amount
to around 2% to 5% of the annual income of that
small business. This should not impose any significant
barriers for small business entering into the market.

It can be assumed that this cost may be passed on to
lot owners. The cost per lot owner is difficult to
ascertain as it cannot be known the portfolio size of
each owners corporation manager. However, it would
be reasonable to assume that if costs were to be past on
to lot owners than the greater the manager’s portfolio
the less cost imposed per lot owner. 

The IBCM estimate that a quality professional
indemnity policy would cost around $2500 per year.
If there are currently 250 owners corporation managers
in the marketplace, this would amount to a cost across
the sector of $5.19 million discounted over the life of
the proposed regulations (ten years). If 50% of the
owners corporation sector is professionally managed,
it could be assumed that 286,000 lot owners have this
cost past onto them, which works out to be $2.2/lot
owner per annum.

Lot owners would already be incurring this cost as part
of their annual fees under the existing regulatory
framework.

Benefits

Professional indemnity insurance covers the costs and
expenses of defending a legal claim, as well as any
damages payable, for owners corporation managers. If
owners corporation members suffer a loss that can be
attributed to the manager’s failure to uphold
professional standards, the manager risks being sued
for a breach of professional duty. Professional
indemnity insurance will cover them for this potential
loss, thereby also protecting lot owners if they sue
successfully.
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Professional indemnity insurance
(Regulation 7)



It is not possible to be certain about the actual
quantitative benefit for lot owners. However, if the
IBCM’s minimum management fee of $1650 is taken
as the potential loss per lot owner it would be
reasonable to assume that the potential quantitative
benefit per lot owner may be a percentage of this. 

Base case

The Owners Corporations Act 2006 provides that rules
can be made by special resolution (s138). If rules are
not made, the prescribed model rules will apply (s139).
In the absence of Owners Corporations Regulations
2007, there would be no model rules. Therefore, if
owners corporations do not make their own rules,
they would not have any rules.

Costs

The cost of applying model rules would be based
predominately on the additional time volunteered
by committee members for printing the model rules
for all members. It is the new Act that imposes this
burden. The proposed regulations prescribe the
standard model rules.

The proposed prescribed rules relating to health, safety,
waste disposal, storage of flammable substances, the
use of common property and noise reinforce existing
regulatory provisions. Therefore, they do not impose
any increased burden, other than that already imposed
by those Acts. Proposed prescribed model rules relating
to children on common property and the change of
use of owners corporation lots would neither impose a
material burden.

The model rules list three rules relating to the metering
of services and the appointment of costs of services
that may impose some burden. Rule 2.1(1) states that
“the owners corporation must not seek payment or
reimbursement for a cost or charge from a lot owner
or occupier that is more than the amount that the
supplier would have charged the lot owner or occupier
for the same goods or services.” This rule would mean
that owners corporations would be unable to be
reimbursed for the potential administrative costs they
may suffer for the administration of services to lot
owners or occupiers (organising accounts etc).
However, it is envisaged that this cost would be
minimal and one that many owners corporations
would already be enduring and passing on to lot
owners as part of their fees. 

Rules 2.1(2) and (3) relate to concessions or rebates
that a lot owner or occupier may claim for services.
They state that an owners corporation cannot recover
an amount, including a concession or rebate, on behalf
of an owner or occupier unless that amount has not
been claimed by the lot owner or occupier or has been
paid to them as a refund. These rules would not
impose a material burden. 

The costs imposed on self-managed owners
corporations from the grievance procedure (proposed
rule 6) set out in the model rules would be based on
the additional time volunteered by the committee
(or grievance committee if there is one) and the parties
to the dispute themselves in order to meet and discuss
the matter in dispute. 

The grievance procedure states that the party making
the complaint must prepare a written statement
setting out the complaint and inviting the other
party to a meeting. It could be expected that this
statement would take 30 minutes to prepare and be
approximately one page in length. The dispute may
be resolved in one meeting or possibly more
depending on the nature of the dispute. Therefore,
the administrative costs will also vary depending on
the complexity of the dispute. 

Owners corporation enquiries received by CAV in
2006 totalled 2,190. Body corporate conciliation files
received by CAV in 2006 totalled 65. It is difficult to
ascertain the actual number of potential conciliation
files there were for 2006 as CAV was not the
appropriate jurisdiction for owners corporation
disputes.40 Therefore, more enquiries may have been
invited to lodge a conciliation request. 

A working assumption could be that at least half
of the enquiries received by CAV were potential
complaints that may go straight to the internal
dispute resolution of the owners corporation.
Therefore, it could be assumed that approximately
1,000 disputes per annum may go through the
internal dispute resolution systems across the
owners corporation sector.

For professionally managed owners corporations, a
basic dispute requiring a one-page statement and
perhaps 30 minutes (at $52.5/hour) may cost $26.50.
Assuming that there are approximately 1,000 disputes
per year, there may be an approximate cost on owners
corporations across the sector of $26,467 per year.
This would amount to $220,115 discounted over
the life of the proposed regulations (ten years).
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Model rules (Regulation 8 and
outlined in Schedule 1)

40 Submissions to the review revealed that many people are turned off going to the Magistrates’ Court due to the costs involved.  Therefore,
an internal dispute resolution mechanism would potentially generate more complaints, compared to the data from the Magistrate’s Court,
as it will be easier and more cost effective to complain directly to the owners corporation.



Benefits

The benefits of the model rules relate to the potential
savings that lot owners may receive when trying to
resolve a dispute. As discussed in part 1, resolving
disputes in the Magistrates’ Court is expensive and,
depending on the size of the claim, may cost around
$600 on average. This does not include legal fees,
which would drive up prices considerably. 

The proposed model rules will clarify the rights and
responsibilities of lot owners, occupiers and invitees, in
relation to health, safety and security, metering of
services, use of common property, behaviour of
persons and dispute resolution. Furthermore, the
model rules will apply as default rules if the owners
corporation does not make its own rules. 

These model rules will also improve the capacity of
owners corporations to meet a range of government
requirements, such as fulfilling safety requirements
(for example evacuation procedures in buildings) and
occupational health and safety standards. Clear rules
for health, safety and security and for the use of
equipment, services and amenities, should enhance
better use and enjoyment of common property and
lots. 

Experience from other jurisdictions that operate
alternative dispute resolution systems suggests that
owners corporations need to take responsibility for
disputes (otherwise the government becomes the
agency of first resort, rather than of last resort for
disputes). Furthermore, the owners corporation is best
placed to resolve disputes in most cases, which will
reduce costs imposed on the Magistrates’ Court. 

When, and if, a case is taken further, a record of the
dispute is an important component of the information
required to consider the issue. A report to the annual
general meeting allows the owners corporation to
address systemic and  . . . . . . . . . . . . . . . . .other issues.

Base case

The Owners Corporations Act 2006 requires existing
owners corporation to establish their register within
the time prescribed by the regulations (s144(2). In the
absence of the Owners Corporations Regulations 2007
there would be no prescribed time and therefore
owners corporations would not be forced to establish
their register. 

Costs

Whilst the new Act imposes the burden of the
requirement to have the register, it is the regulations
that impose the burden of the time within which to
establish the register. The proposed regulations
prescribe the period within which existing owners
corporations must establish their register. The period is
within 6 months of the commencement of the new
Act. 

The existing regulatory framework already requires
records to be kept. The new Act simply clarifies this,
and specifies in greater detail the records that are to be
kept on the register. Furthermore, most professionally
managed owners corporations would already keep the
information required to be kept in a systematic way.
Self-managed owners corporations may find it more
difficult to establish their register, however, not to the
degree necessary to impose a material burden.

Submissions regarding this period have suggested a
shorter period with no distinction between prescribed
and non-prescribed owners corporations. Therefore, it
is envisaged that the proposed period provides a
considerable opportunity for owners corporations to
establish their register and would impose no material
burden, given also the time the Act has been public
knowledge. 

Benefits

The benefits of such a period cannot be quantified,
although it can be assumed that the greater the period
to establish the register the lesser the cost. The
qualitative benefits for such a period are positive. For
example, changeovers for owners corporations will be
as seamless as possible and existing owners
corporations have ample opportunity to establish their
register. 
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Establishment of owners
corporation register
(Regulation 9)



Base case

The Owners Corporations Act 2006 provides that an
owners corporation certificate contain the prescribed
information in relation to areas that are outlined in
section 151(4). In the absence of the Owners
Corporations Regulations 2007 there would be no
prescribed information. However, owners corporations
would still be required to contain in their certificate
what is outlined in the Act. 

Costs

Section 151 (4)(a) the new Act requires that the
owners corporation certificate contain the prescribed
information. With the exception of information
relating to the funds held by the owners corporation
and notices and orders served on the owners
corporation, the prescribed information is already
a requirement of the current regulatory regime. 

As the preparation of the owners corporation certificate
is an obligation under the Owners Corporation Act 2006,
and that owners corporations would still be required to
contain in their certificate the same information which
is outlined in the Act, this RIS is not looking at the
burden of having to create this document.

The costs imposed on owners corporations for the
preparation of the certificate would depend on
whether the proposed fee covers the cost imposed
on owners corporations for the preparation of the
certificate and the information and advice statement.
Full cost recovery would allow the cost of the
preparation of the certificate to be transferred to the
purchaser of the certificate, thereby negating the cost.

The costs involved in preparing the certificate are
outlined below in the section relating to the fee
owners corporations can charge for the preparation
of the certificate.

Benefits

The benefits of the owners corporation certificate relate
to what potential lot owners may save by making a
more informed choice when buying into an owners
corporation. 

For example, because the true costs of owning and
maintaining a property within a subdivision would
be made known to the purchaser before they buy the
lot, they may save a percentage of the purchase price
of the new lot. However, until this proposal is
implemented, quantitative benefits cannot be
known with any certainty.

Base case

Section 151(b)(ii) of the Owners Corporations Act 2006
provides that the certificate be accompanied by a
statement in the prescribed form. In the absence of
the Owners Corporations Regulations 2007 there
would be no prescribed form.

Costs

Section 151(4)(b)(ii) of the new Act provides that an
owners corporation advice and information statement
in the form set out in the proposed regulations (Form
2 of Schedule 2) must also accompany the owners
corporation certificate. 

The advice and information statement would be
relatively easy to produce as it would merely involve
making copies of Form 2 of Schedule 3 in the Owners
Corporations Regulations 2007. The copy would then
be attached to the owners corporation certificate.

It is therefore assumed that the statement may cost
approximately $9 to produce (10 minutes labour at
52.5/hour). This would account for the printing of
the document and time taken. 

Considering the new requirement to have the
information statement accompany the owners
corporation certificate and the certificate to accompany
a section 32 statement, the total number of statements
produced will generally depend on the frequency of
owners corporation lots purchased. Therefore, looking
at the frequency of newly constructed lots and lots
turned over would give an indication of information
and advice statements produced under the new
legislative framework. 
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Owners corporation certificate
(Regulation 11)

Information and advice statement
(Regulation 12)



Given that 66,000 lots have been created in the last
5 years41, it can be assumed that lots may continue to
rise at a rate of 13,200 per annum. It can also be
assumed that if the average turnover of lots bought
and sold is once every 7 years (from a total of 483,590
lots), then there are also 69,094 lots turned over per
annum. Therefore, it can be assumed that there is an
approximate 82,29442 lots sold per annum (69,094
turned over lots + 13,200 new lots), the owners
corporations of which will have to produce at least one
information and advice statement (to accompany the
certificate). It is important to note that this figure may
increase as the frequency of purchased owners
corporation lots increase. 

Therefore the total initial cost across the sector is
$740,646 ($9 ? 82,294), or $1.5 per lot owner, which
equates to approximately $6.16 million across the
sector discounted over the ten year life of the
Regulations.

As the advice and information statement is to
accompany the owners corporation certificate, for cost
recovery, the cost of the statement is to be included in
the owners corporation certificate fee. 

Benefits

The information and advice statement that is to
accompany the certificate will provide prospective
purchasers and lot owners with information and
advice about the functions of an owners corporation.
This, in addition to the certificate, will enable
prospective purchasers to make an informed choice
when buying into an owners corporation, rather than
being unclear about what it means to live in an owners
corporation.

Base case

The Owners Corporations Act 2006 provides that any
person can apply for a certificate, so long as it is in
writing and accompanied by the prescribed fee
(s151(2)). The Owners Corporation Act 2006 also
provides that the owners corporation must supply the
certificate within 10 business days (s151(3)). In the
absence of the Owners Corporations Regulations 2007,
there would be no prescribed fee for the owners
corporations certificate.

Costs

For cost recovery for owners corporations, proposed
regulation 11 prescribes a fee of $150. It is envisaged
that the proposed fee will cover the range of particular
costs imposed on small and large owners corporations
for the production of the certificate and information
and advice statement. 

The proposed fee was established by investigating the
cost of preparing an owners corporation certificate.
This was necessary to get a true indication of the effort
involved in preparing the certificate and to ensure the
proposed fee was set on a cost recovery model.

The cost of providing the certificate and information
statement would correlate to the administrative cost
associated with their preparation and the frequency at
which they are produced. The new regulatory
framework provides that the vendor of a property to be
sold must attach the owners corporation certificate to
the section 32 statement, which is required to be given
to the purchaser before the contract is signed. This will
be required under section 32 of the Sale of Land Act
1962. This may increase the current frequency of
owners corporation certificates. It is not known how
many section 32 statements are given to prospective
owners corporation lot purchasers. Until this proposal
is implemented, it is not possible to be certain about
the nature of this cost.  
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Fee for owners corporation
certificate (Regulation 10)

41 Data taken from Consumer Affairs Victoria ( 2006 ) Final Report of the Owners corporations Review, p 12.
42 The IBCM estimate that around 20,000 owners corporation certificates are issued annually, although the IBCM only represent 75% of the

sector. Therefore, it could be assumed that approximately 25,000 certificates are issued annually, with the remaining 25% of the sector
issuing 5000 certificates, under the existing regulatory framework. 



If the cost for printing is twenty cents for one page,
then typically the certificate may cost on average 
$2 for 10 pages. The Real Estate Institute of Victoria
(REIV) and the IBCM have demonstrated that there
are generally 2 tiers for the production of an owners
corporation certificate. The first tier is based on a
smaller uncomplicated owners corporation with
relatively few issues whilst preparing the certificate,
which may take 1 hour. The second tier is based on
a large and complicated owners corporation with a
number of issues whilst preparing the certificate,
which may take 4 hours43 (at $55.5/hour including
on costing, overheads and paper). Therefore, if the
average is taken for both tiers and the certificate takes
2.5 hours, the total cost for the preparation of one
certificate may be $139.44

This cost of the certificate must then be added to
the cost of the advice and information statement for
a total of $148 for the preparation of the certificate
and the information and advice statement. 

It is important to note that the existing fee
($55 + GST) does not recognise the increasing
labour and administrative costs that are associated
with the production of the certificate under the
existing regulatory framework. 

These will only increase with the new regulatory
framework, which will require that the certificates
incorporate more information, that the vendor of a
property for sale must attach the certificate to a section
32 statement and that the certificate be accompanied
by an information and advice statement (Schedule 3,
Form 2). 

Although the cost of the owners corporation certificate
has increased, it should not influence demand for the
certificate. The certificate must accompany the section
32 statement and a section 32 statement must be given
to a purchaser of a lot by the vendor before they sign
the sale contract. An increased fee would not influence
a vendor’s decision to sell an owners corporation lot.

A set fee of $150 is important because if there was not
one the owners corporation or an owners corporation
manager would have a monopoly of power and may
use it to overcharge for the certificate. Alternatively,
having no fee may increase the demand for the
certificate thereby imposing greater costs on owners
corporations. 

The owners corporation certificate fee is not considered
a cost of the regulations as the cost on the owners
corporation for preparing the certificate is transferred
to the purchaser of the certificate, thereby negating
the cost. 

Benefits

The proposed fee should alleviate all of the costs
imposed as a result of the proposed owners
corporation certificate and advice and information
statement. In terms of economic efficiency and
equity, if no fee was prescribed, there would be a
greater demand on owners corporations to produce
the certificate which would increase costs on owners
corporations. Therefore, prescribing a fee provides
benefit to owners corporation members, because if
the fee did not cover the costs, the balance would
be passed onto them for no benefit.

Base case

The Owners Corporations Act 2006 requires that
owners corporation managers that receive a fee or
reward must register themselves with the Business
Licensing Authority (BLA) (s119(2)). In addition,
managers must register themselves with the BLA
annually (s183(1)) on the anniversary date of their
initial registration (s185(1)). Each of these provisions
requires the payment of a prescribed fee. They are a
registration application fee, an annual registration fee
and a late lodgement fee. In the absence of the Owners
Corporations Regulations 2007, these fees would not
exist.

Costs

Nb: The application, annual registration and late-lodgement
fees are yet to be determined by CAV. The fees will be
based on the cost of administrating the regulation of
owners corporations.

Benefits

The failure to establish a fee structure based on full-cost
recovery would mean that general taxpayers would be
subsidising the regulation of owners corporations,
despite that fact that many taxpayers would receive
no benefit from the regulation. Therefore, the setting
of fees on full-cost recovery is a benefit to the majority
of the Victorian community. 
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Fees associated with the registration
of managers (Regulations 14, 15
and 16)

43 The REIV have indicated that some certificates can take up to half a day to prepare, whilst others can take significantly less.
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its preparation, as the information included would be much easier to generate for the information statement. In fact Form 2 of Schedule 3
found in the Owners Corporations Regulations 2007 would merely need to be copied.  It is therefore assumed that the statement may cost
approximately $9 (10 minutes labour at 52.5/hour) for the printing and time taken.



The registration of managers will offer some quality
assurance for lot owners. For example, the manager
register will ensure that managers have professional
indemnity insurance, whereby consumers are able to
confirm insurance arrangements through a central
register. This will offer further protection to lot owners
that may be at risk of manager misconduct. 

Furthermore, the record of insurance would also
enable CAV to record and disseminate regulatory
compliance information an be an effective gateway to
update professional owners corporation managers
throughout Victoria on legislative requirements and
emerging issues. For professional owners corporation
managers, the register offers greater professionality
within the owners corporation sector. 
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It is expected that most existing owners corporations
managers are small businesses. The regulatory scheme
under which owners corporation management will
change will have an impact on these small businesses,
as they will need to adapt to the new regulatory
scheme. However, as the new regulatory scheme
will merely clarify many roles and responsibilities
that are part of a well run owners corporation under
the existing regulatory framework. It should provide
clearer guidance to owners corporation managers as to
their responsibilities, and the responsibilities of owners
corporations and lot owners with whom they interact.

The proposals that may affect professional managers,
and thus small business, are the requirement of
professional indemnity insurance, the production
of the owners corporation certificate and the fees
relating to the registration of managers.

It is envisaged that the registration fees will not impose
a financial burden on professional owners corporation
managers to the extent that they exit from the market.
It is important to note that this cost may subsequently
be passed onto lot owners. 

The production of the owners corporation certificate
imposes the greatest cost within the proposed
regulations. The cost would depend on the size
of the owners corporation and how the owners
corporation keeps record of the information required
on the certificate. For example, a small to medium
sized owners corporation that is not professionally
managed may only have hardcopies of information
and therefore take longer to produce the certificate. 
On the other hand, larger owners corporations that
are professionally managed may have computer
generated information, which would reduce costs for
the production of the certificate.  The increased owners
corporation certificate fee should alleviate the costs
imposed on owners corporations for the production
of the certificate. For certificates that are generated
quickly either by hand or by computer the increased
fee would have a positive financial impact.

The requirement of professional indemnity insurance
was already required under the existing regulatory
framework and therefore should not impose an
increased financial burden. Furthermore, given that
the cover threshold is to be reduced, this should
decrease the premium and overall cost imposed
on professional managers.

Like consumers, small businesses that have a
commercial or retail presence within a subdivision
will be affected positively by the proposed regulations.
For prospective lot owners (owner-occupiers and
investors) in a mixed commercial/retail and residential
property development, the information disclosure
from the owners corporation certificate will enable
them to make an informed decision as to whether
their purchase will be sound and a workable
investment over the long-term. For instance, disclosure
of the maintenance or repairs performed or about to
be performed would reveal whether the owners
corporation had identified appropriate repair and
replacement of maintenance items that directly affect
the commercial and retail properties. Furthermore,
the requirements imposed on prescribed owners
corporations, such as valuations for insurance
purposes, maintenance planning and accounting
standards offer small business greater asset protection
and funds management. 
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As part of the National Competition Policy Agreement
signed by the Commonwealth, States and Territories
in April 1995, all jurisdictions agreed to adopt the
guiding principle that legislation should not restrict
competition unless it can be demonstrated that the
benefits of the restriction to the community as a
whole outweigh the costs, and the objectives of the
legislation can only be achieved by restricting
competition.

The proposed Owners Corporations Regulations 2007
do not impose restrictions on competition. Most of the
changes are machinery in nature, clarification to the
drafting of existing provisions with the balance of
provisions of a compliance nature.

The increased fee for the owners corporation
certificate will not have an impact on the housing
market because the vendor is required to provide
the owners corporation certificate to the purchaser.
Therefore, it is unlikely that the fee of $150 will deter
the vendor from wanting to sell their property. If the
fee is subsequently passed onto the purchaser, it is
unlikely that it would deter them from purchasing
the property.
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This part of the RIS represents an analysis of the base
case and two alternatives to each proposal. Option 1
represents alternatives that encompass lighter forms
of regulation, and would be more in tune with self-
regulation.  .Examples include, longer periods for the
establishment of the owners  . .corporation register or
less model rules. Option 2 represents heavier forms
of regulation. For example a lower threshold for
prescribed owners corporations or a licensing
scheme as opposed to registration. 

Regulation 5 of the proposed regulations proposes
that a prescribed owners corporation is one that
consists of more than 100 lots, which is similar to
NSW, or within a financial year levies annual fees of
more than $200,000. Alternatives to this threshold
are the existing regulatory framework (the base case)
or option 1, which is a higher threshold or option 2,
which is a lower threshold for prescribed owners
corporations.

The base case would mean that there is no distinction
between larger and smaller owners corporations.
Therefore, larger owners corporations would not
be subjected to auditing of accounts, valuation of
buildings for insurance purposes or maintenance
planning. 

Option 1: Like the base case, a higher threshold of for
example 150 lots or $250,000 may continue the risk
of financial loss discussed in part 1 for the vast
majority of lot owners. Less than 25% (compared to
around 1/3 of lot owners with the proposed threshold)
of lot owners would receive any benefit from the
provisions relating to prescribed owners corporations,
such as maintenance planning, accounting standards,
valuation of buildings and auditing of accounts.
Furthermore, a higher threshold would not be feasible
as owners corporations of the proposed prescribed
size already handle significant amounts of funds.
Owners corporations of such a size should therefore
have higher obligations imposed on them through
regulations. This is also in line with the requests for
reform submitted to the Review. 

Option 2: A lower threshold of 20 lots and $50,000
would achieve a positive outcome in that the risk of
financial loss discussed in part 1 for the majority of
lot owners may be much lower (approximately 65%
of the sector would be a prescribed owners
corporation). However, it would potentially over-
regulate the owners corporation sector by imposing
unnecessary responsibilities on smaller and medium-
size owners corporations. This is reflected in part 4 of
this RIS, where a trend was identified that suggested
that the bigger the lot sub-division the smaller the cost
imposed on owners corporation members. Therefore,
a reduced prescribed threshold would mean that the
costs discussed in the cost benefit analysis would also
be imposed on smaller to medium-sized owners
corporations and their members. These owners
corporations may not have the resources available
to fulfil the requirements that the Act imposes on
prescribed owners corporations.  

Alternatives to proposals > 37

Alternatives to
proposals

7

Prescribed owners corporations



Alternatives to the proposed level of professional
indemnity insurance are to have no level of insurance
(base case), option 1 is to set up a state administered
compensation fund, option 2 is to vary the level of
professional indemnity insurance.

As professional indemnity insurance covers the costs
and expenses of defending a legal claim, as well as
any damages payable, the base case would not protect
managers against claims of negligence made against
them by lot owners. If owners corporation members
suffer a loss that can be attributed to the manager’s
failure to uphold professional standards, the manager
risks being sued for a breach of professional duty.
If the manager does not have professional indemnity
insurance, then the lot owner may not receive any
damages if they sue successfully.

Option 1: A compensation fund, like the Victorian
Property Fund (VPF), would ensure there were funds
available in cases of manager negligence or
professional misconduct. To function efficiently, a
percentage of the fees associated with the registration
of managers would need to be attributed to the fund.
However, because the fees associated with the
registration of managers are set on a full cost recovery
basis, taking a percentage of the fees would mean that
the costs of administrating the owners corporation
scheme would not be recovered. Therefore, provisions
of service may need to be withdrawn, fees would need
to be increased to compensate, or the scheme would
need to be subsidised to some degree by the VPF. 

Similarly, increasing the fees associated with the
registration of managers may be viewed as unjustifiable
given the lack of claims against professional managers.

Option 2: Varying the level of professional indemnity
insurance may offer some protection to managers and
lot owners. However, determining the level of cover
may be difficult. The proposed level of cover was
chosen as it reflects the level of risk associated with
acting as an owners corporation manager. If this same
premise were used in varying the level of cover for
professional indemnity insurance then the level of
cover would depend on the portfolio of the owners
corporation manager. For example, an owners
corporation manager that only managers a handful of
owners corporations that levy fees of less then $20,000
each would need a smaller amount of cover compared
with an owners corporation manager that managers a
handful of large owners corporations that levy fees of
more than $200,000 each.

However, having varying levels of cover across the
owners corporations management sector may unduly
burden some small businesses. For example, if the
professional manager’s portfolio consists of small
and large lot subdivisions, they would require a much
higher amount of cover. A working assumption could
be that they may require $5 million cover, with a
premium in the order of $10,000. Given that 90%
of the owners corporation management sector
employ less then 10 people and 80% employ less
then 5 people, a $10,000 premium may be viewed
us an unnecessary cost their business. If the annual
income of the small business were $100,000, this
would amount to 10% of its annual income. This is
unjustifiable given the lack of claims against owners
corporations managers.  

Alternatives to the model rules prescribed by the
proposed regulations are to have no prescribed model
rules (the base case), or option 1, which is to prescribe
less model rules, or option 2, which is to provide
model rules as part of the new Act. 

The quantitative costs of the base case scenario
would be based on the frequency of disputes caused
by having no prescribed model rules. These were
discussed in part 1. The current regulatory framework
prescribes standard model rules, however only in
relation to the use of common property.

Option 1: Prescribing fewer rules, such as only in
relation to the use of common property, health and
safety and design, would only marginally address the
issues of clarity and the need for model rules to be
appropriate for all owners corporations. This option
would leave rules relating to behaviour, the use of lots
and management and administration up to the
particular owners corporation, which may result in
an increase in disputes. Therefore, the risk of financial
loss discussed in part 1 would only be marginally
alleviated. Furthermore, the lack of clarity and
appropriate rules for all owners corporations was
identified by the Review as an area in need of reform.
This alternative would not meet the expectations for
reform received by the Review.
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Option 2: Making model rules as part of the new Act
would potentially alleviate the current concerns
relating to unclear and inappropriate rules, which were
quantified in part1. However, this option would not be
in cohesion with the spirit of the new regulatory
framework, which is to promote greater input from
owners corporation members, and limit the role of
government intervention by focusing on ensuring the
public has the tools to effectively manage their
responsibilities and relationships. For example, the
new Act allows for owners corporation members to
vote and make their own rules that relate to schedule 1
of the new Act. Therefore, making model rules as part
of the new Act may over-regulate the owners
corporation sector, which would not be in harmony
with Victorian government policy. 

Alternatives to the proposed time frame for the
establishment of the owners corporation register are to
not impose a time frame for the register (base case),
option 1 is to impose a greater time frame, option 2 is
to impose a reduced one.

Although the new Act requires existing owners
corporations to establish a register, the base case, or
having no regulations, would mean that they have no
prescribed time within which to establish it. This
would not alleviate the risk related to access to
information discussed in part 1. The Review found that
there was a need for an explicit requirement for the
provision of information to be made easily accessible
by the owners corporation for its members. 

Option 1: A longer period of, for example, 18 months
for prescribed and 12 months for non-prescribed, may
reduce costs on owners corporations, as they would
have a longer period to establish their register.
However, an extended period would mean that
consumers were at risk of the financial loss discussed in
part 1 for an unnecessarily longer period. As discussed
in the cost benefit analysis, it is envisaged that the
proposed period should be sufficient and would
impose no material burden.45

Option 2: A shorter period of, for example, 3 months
for prescribed and 6 months for non-prescribed, within
which an existing owners corporation must establish
their register would potentially alleviate the financial
risk discussed in part 1 at a faster rate. However, it may
result in many existing owners corporations,
particularly self-managed owners corporations, not
being given enough time to establish their register,
given the combined impact of other provisions within
the new regulatory framework. Furthermore, a reduced
period may result in more resources being used for
both self-managed and professionally managed owners
corporations to establish the register quicker, which
some owners corporations may not have. For example,
owners corporations may be forced to employ an
administrative assistant on a part-time or full time
basis in order ensure the register meets the
requirements of the Act. An Australia wide 2006 survey
by Hays Recruitment Agency found that average
earnings for an administration assistant with 12
months experience are $36,000 per annum, or $63,000
including on-costing and overheads. This may not be
possible for smaller to medium sized owners
corporations due to their limited resources.

Alternatives to the proposed fees are the base case,
which would mean no fees, option 1, which involves
varying the fee structure according to what
information is requested, such as that found in
Western Australia, or option 2, which would be to keep
the existing fee. 

The base case scenario would mean that owners
corporations would run at a loss for the production of
the owners corporation certificate. Without a fee, it is
estimated that owners corporation would potentially
incur an annual loss of $12.2 million for the
production of the certificate. This cost may increase as
duplicates of certificates are produced. This cost may
then be past on to existing owners corporation
members who would receive no benefit from the
certificate.  
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Option 1: This option involves varying the fee
structure depending on what information is requested,
with a set maximum fee of $100, such as that found in
Western Australia. The benefits of this are that costing
would correlate with the amount of work put in by the
owners corporation, and this would assist owners
corporations with cost recovery. However, with a
maximum of $100 owners corporations may still run
at a loss to produce the certificate, as preparation may
take 2.5 hours46, or duplicates may need to be made.
This may then be passed onto existing owners
corporation members who would receive no benefit
from the certificate. Conversely, so they are not taken
advantage of, prospective purchasers would need to
have some prior knowledge of what information they
were requesting, which according to the Review and
the OMRG research report, many do not have.
They would therefore remain vulnerable to the
potential misconduct and subsequent financial risk
discussed in part 1. 

Option 2: For the preparation of the owners
corporation certificate. The existing regulations
prescribe a set fee of $55 plus GST. However, this
fee does not recognise the increasing labour and
administrative costs that the new regulatory framework
will impose with regard to the certificate (for example
the accompanying statement, or increased information
requirements). Furthermore, this fee does not reflect
the inevitable increases in operating costs that owners
corporations are currently experiencing. Therefore,
owners corporations would run at a greater loss than
option 1 for preparation of the certificate. This may
then be passed onto members for no benefit.

It is important to note that the majority of the
information required on the certificate, with the
exception of information relating to the funds held by
the owners corporation and notices and orders served
on the owners corporation, is already required under
the existing owners corporations. These requirements
are now embedded as part of the new Act.

Alternatives to the information needed for the owners
corporation certificate are to not prescribe the
information to be included on the certificate (the base
case), and thereby only have the outline in the new
Act. Option 1 is to have varying degrees of contained
information in the certificate depending on what is
requested, such as that found in the Australian Capital
Territory. Option 2 is to incorporate, as part of the new
Act, the information that is on the proposed certificate
into the owners corporation register, which can be
inspected at any reasonable time free of charge. 

Only having the vague detail that the new Act
imposes, which is the base case, would allow owners
corporations to choose what information they believe
relates to the particular areas that the Act provides.
For example, section 151(4) states that “an owners
corporation certificate must…include the prescribed
information relating to...” particular areas such as
fees and charges, insurance or lot liabilities. 
Without any prescribed information, it would be 
open to interpretation how much and to what 
extent information is to be included in the certificate,
therefore, leaving potential for misconduct.
This would continue the potential of financial
risk discussed in part 1.
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Option 1: The benefits of reduced disclosure
depending on what is requested, such as that found
within the ACT, are that costs imposed on owners
corporations for the preparation of the certificate
would be reduced. For example if the administrative
cost for the certificate was reduced by half the costs
would be $6.6 million. However, depending on what
information was disclosed, this alternative would not
benefit prospective lot owners, and only marginally
alleviate the potential risk of financial loss discussed
in part 1. The Review and the OMRG research report
made it evident that knowledge surrounding owners
corporations is not of a high standard. Therefore, given
this research, it is unlikely that consumers will request
important information such as information relating
to fees, special levies or lot liabilities. Furthermore, the
submissions indicated a need for greater disclosure
of owners corporation information as the current
provisions were found to be limited in their usefulness
to prospective purchasers.

Option 2: With this option, the owners corporation
register would contain lot specific information on,
among other things, fees payable in respect of the lot,
fees and charges that are proposed or imposed on the
lot and fees and other money owing in respect of the
lot. The register, as per the provisions of the new Act,
would be available for inspection at any reasonable
time free of charge. This would allow consumers,
such as prospective lot owners, easy access to the
information they need. However, they would still
have to be aware of what information they need to
inspect or request, which according to research and
submissions, is not the case for an overwhelming
majority of consumers. Although it is already a
requirement to keep much of the information that
is to be contained in the certificate in the register,
having the register available for all consumers as
opposed to only lot owners, mortgagees of lot owners,
purchasers, or representatives of these groups, which
the new Act provides, may impose increased costs. 

For example, owners corporations may be forced to
employ an administrative assistant in order to ensure
the register is available at any reasonable time, unless a
lot owner volunteers. As discussed earlier, an Australia
wide 2006 survey by Hays Recruitment Agency found
that average earnings for an administration assistant
with 12 months experience are $36,000 per annum.
This may not be possible for smaller to medium sized
owners corporations due to their limited resources.
he costs may also then be passed onto lot owners. If a
consumer requires copies of the requested information,
as the act provides, they would be charged a
reasonable fee. Compared to the proposed certificate,
this alternative would impose greater costs on owners
corporations. Furthermore, it remains questionable
whether this alternative would alleviate the concerns
regarding information disclosure, and the risk of
financial loss discussed in part 1.   

Other jurisdictions do not have the proposed
information and advice statement. In those
jurisdictions, an interested party can request the
information that will be required on the proposed
statement. However, as discussed, submissions to the
Review and OMRG research found that in Victoria
there exists a significant lack of knowledge of owners
corporation provisions within the community.
Alternatives to the statement that is to accompany
the owners corporation certificate are to have no
prescribed statement (the base case), option 1, which
is to have an increased education and information
campaign, or option 2, which is to make mandatory
the handing over of a CAV produced ‘owners
corporation booklet’ to new lot owners. 

The benefits of the base case are that costs imposed
on owners corporations for the preparation of the
proposed advice and information statement are
redundant, as there would be no requirement to have
the statement. Therefore, owners corporations would
save $740,646 per annum. However, the costs of this
would mean that prospective lot owners would not be
able to make an informed choice when buying into a
particular owners corporation, particularly with regard
to the decision making, rules, and owners corporations
in general. Therefore, this alternative would not
alleviate the risk of financial loss discussed in part 1.
Furthermore, it would not be in line with the
suggestions for reform submitted to the Review in
regards to information disclosure.
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Option 1: An increased education and information
campaign administered by CAV would potentially
increase awareness of the owners corporation sector in
general for prospective lot owners. However, it would
be a significantly costly approach, the benefits of
which can be achieved through other and more cost
effective means. Furthermore, the education and
information campaign may not reach the desired
target audience, namely prospective lot owners, and
would need to be done frequently as lots turn over
every year. As part of its compliance strategy, CAV will
already by implementing a significant education and
information campaign about the new regulatory
framework as a whole. 

Option 2: It is currently a requirement for landlords
to give tenants a CAV produced information booklet,
which is a provision of the Residential Tenancies Act
1997. The same could be done for new owners
corporation lot owners. This would potentially
alleviate the problems associated with information
disclosure and the risk of financial loss discussed in
part 1. However, CAV plans to produce an information
booklet as part of its compliance strategy. Due to the
changes to the owners corporations regulatory
framework and the need for most groups to increase
their knowledge base, it is envisaged that this booklet
will be passed onto new lot owners by their particular
owners corporations anyway.  This will complement
the proposed information and advice statement that
is to accompany the owners corporation certificate. 

Alternatives to the proposed fees associated with
the registration of owners corporation managers
are to have no fees (the base case), option one, which
is reduced fees, or option 2, which is increased fees
associated with a stricter licensing regime. 

The scenario with no fees for the registration of
managers would mean that the cost may be subsidised
by the VPF. However, if this were the case, it would
set a precedent that property related schemes, such
as the regulatory frameworks surrounding owners
corporations, can be subsidised by the VPF.
The purpose of the VPF is to provide funding for,
among other things, projects providing or facilitating
housing assistance for low income or disadvantaged
Victorians or projects regarding the development of
environmentally sustainable housing.

Option 1: Reduced fees may ensure some quality
of management as manager would still be registered.
However, like the base case, costing data from the
Business Licensing Branch (BLA) and internal branches
of CAV suggests that reduced fees is not feasible, as it
would alter the level of cost recovery and/or
potentially jeopardise the quality outcome required.
In order to reduce costs imposed on CAV, a provision
of service may need to be withdrawn, such as
informing mangers of legislative updates. Furthermore,
the balance may also need to be subsidised by the VPF,
the issues of which were discussed above. 

Option 2: Although a licensing scheme would ensure
greater quality assurance and potentially alleviate the
risk of financial loss discussed in part 1 for example,
it may result in excessive regulatory burden in
competition and consumer choice. Given that an
overwhelming majority of the owners corporation
sector are small businesses, the costs and barriers to
entry that a licensing scheme would impose on
professionally managed small to medium sized
owners corporations are not justified. Compared to
the proposed registration scheme, a licensing scheme
based on full cost recovery would significantly increase
costs on the sector. To give some indication of the
range of extra costs a licensing scheme may impose
it is necessary to look at other licensing schemes.
For example, Estate Agents are required to pay $268.30
for their licence, whilst a motorcar trader’s license
would cost $816 for an initial application and $1020
for subsequent annual renewals. These schemes are
not based on full cost recovery for the administration
of the system, if they were the costs would
significantly increase. For example, based on full cost
recovery an Estate Agent’s license would cost $3572
for a corporation or $2369 for non-corporations.
This is a significant cost compared to the proposed
fees associated with the registration of owners
corporation managers.

42 > Alternatives to proposals

Fees associated with registration



The effectiveness of the proposed regulations will
be evaluated through the ongoing communications
with key stakeholders in the Victorian community.
Correspondence from key stakeholders will inform
CAV of any inadequacies with the proposed
regulations.

The Business Licensing Authority (BLA), who will
be administering the registration of owners
corporation managers, will monitor the effectiveness
of the registration scheme. The BLA will be able to
collect data, such as the number of managers
registered, if this compliance data is high, it will be
assumed that the registration scheme is working.

The Enquiries Branch within CAV will also be able to
record the types of complaints/enquires that emerge
throughout the owners corporation sector which will
supply CAV with first-hand knowledge that may lead
to an increased education and information campaign
or opportunities for a review of the regulatory
framework. This will also give CAV knowledge of any
non-compliance issues that may exists within the
owners corporations sector.

Given that the proposed regulatory framework is a new
one, evaluations of it are likely to be undertaken every
six months, unless any obvious or negative systemic
issues arise before this.
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In the preparation of this RIS, CAV has consulted
with the Institute of Body Corporate Managers and
the Real Estate Institute of Victoria. This is in addition
to the range of groups consulted with throughout
the review process. These groups consisted of
consumers (both owner occupiers and investor
owners), owners corporation managers, lawyers,
developers, government agencies, local councils,
insurance companies, banks and professional and
community groups from all over Victoria, interstate
and overseas.
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Table; Estimated distribution of bodies corporate in VictoriaOwners Corporations Regulations 2007
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Size of body Number of Bodies
corporate Number of lots % of total corporate % of total

less than 5 lots 140,400 29% 46,800 71%

5 to 20 lots 125,440 26% 15,600 24%

20 to50 lots 60,450 13% 1950 3%

50 to 100 lots 37,700 8% 650 1%

100 lots plus 119,600 25% 650 1%

Total 483,590 100% 65,650 100%
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Owners Corporations Regulations 2007

S.R. No. x/2007

The Governor in Council makes the following Regulations:

Dated: 

Responsible Minister:

Minister for Consumer Affairs

Clerk of the Executive Council

1 Objective

The objective of these Regulations is to prescribe—

(a) the classes of prescribed owners corporations for the
purposes of the Owners Corporations Act 2006; 

(b) certain insurance requirements relating to owners
corporations;

(c) when an existing owners corporation must establish an
owners corporation register, and information to be
included on owners corporation certificates;

(d) fees, costs and charges payable under the Owners
Corporations Act 2006; 

(e) model rules for owners corporations;

(f) other matters authorised or required to be prescribed or
necessary to be prescribed to carry out the Owners
Corporations Act 2006. 

2 Authorising provision

These Regulations are made under section 204 of the Owners
Corporations Act 2006. 
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3 Commencement

These Regulations come into operation on 31 December 2007. 

4 Definitions

In these Regulations, the Act means the Owners Corporations
Act 2006.  

5 Prescribed owners corporations

For the purposes of the definition of prescribed owners
corporation in section 3 of the Act, the prescribed classes are:

(a) an owners corporation that levies annual fees in excess
of $200 000 in a financial year; or

(b) an owners corporation that consists of more than 100 
lots. 

6 Proxy authorisation

For the purposes of section 87(3) of the Act, the prescribed
form is Form 1 of Schedule 2. 

7 Professional indemnity insurance 

For the purposes of section 119(5) of the Act, the prescribed
amount is $1 500 000. 

8 Model rules

For the purposes of section 139(1) of the Act, the rules set out
in Schedule 1 are prescribed as model rules for an owners
corporation. 

9 Establishment of owners corporation register

For the purposes of section 147(2) of the Act, an owners
corporation must establish an owners corporation register
within 6 months of the commencement of the Act.

10 Fee for owners corporation certificate

For the purposes of section 151(2) of the Act, the prescribed
fee for an owners corporation certificate is $150. 

11 Prescribed information for owners corporation certificate

For the purposes of section 151(4)(a) of the Act, the prescribed
information is—
(a) the current fees for the lot for each quarter or

annually;
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(b) the date up to which the fees for the lot have been paid;

(c) the total of any unpaid fees or charges for the lot;

(d) any special fees or levies which have been struck
and the dates on which they are payable;

(e) any repairs, maintenance or other work which has
been or is about to be performed which may incur
additional charges to those set out in paragraphs (a)
to (d);

(f) in relation to the owners corporation’s insurance cover:

(i) the name of the company;

(ii) the number of the policy;

(iii) the kind of policy; 

(iv) the buildings covered; 

(v) the building amount; 

(vi) the public liability amount;

(vii) the renewal date.

(g) if the owners corporation has resolved that the
members may arrange their own insurance under
section 63 of the Act, the date of this resolution; 

(h) the total funds held by the owners corporation; 

(i) whether the owners corporation has any liabilities
or contingent liabilities (in addition to any such
liabilities specified in paragraphs (a) to (d)) and, if
so, the details of those liabilities;

(j) details of any current or proposed contracts, leases,
licences or agreements affecting the common
property; 

(k) details of any current or proposed agreements to
provide services to lot owners, occupiers or the public;

(l) details of any notices or orders served on the
owners corporation in the last 12 months;

(m) details of any legal proceedings to which the owners
corporation is a party, or any circumstances which
may give rise to legal proceedings to which the
owners corporation would be a party; 

(n) whether the owners corporation has appointed, or
has resolved to appoint, a manager and, if so, the
name and address of the manager; 
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(o) whether an administrator has been appointed for the
owners corporation, or whether there has been a
proposal for the appointment of an administrator; 

(p) total lot entitlement and lot liability. 

12 Prescribed statement to accompany owners corporation
certificate

For the purposes of section 151(4)(b)(ii) of the Act, the
prescribed form of statement is Form 2 in Schedule 2.

13 Referral of disputes

For the purposes of section 161(3) of the Act, the following
persons and bodies are prescribed—

(a) the Ombudsman appointed under section 3 of the
Ombudsman Act 1973;

(b) the Health Services Commissioner under the Health
Services (Conciliation and Review) Act 1987;

(c) the Legal Services Board established under section 6.2.1
of the Legal Profession Act 2004;

(d)  the Victorian Equal Opportunity and Human Rights
Commission continued existence under section 160 of the
Equal Opportunity Act 1995; 

(e) the Private Health Insurance Ombudsman established
under section 238-1 of the Private Health Insurance Act
2007 of the Commonwealth.

14 Registration application fee

For the purposes of section 180(2)(d) of the Act, the prescribed
fee for an application for registration as a manager is X fee
units. 

15 Annual registration fee

For the purposes of section 183(1) of the Act, the prescribed
annual fee for registration as a manager is X fee units.

16 Late lodgement fee

For the purposes of section 185(1) of the Act, the prescribed
late lodgment fee is X fee units.

17 Letterbox or other indication of owners corporation

(1) Unless an owners corporation has appointed a manager,
the owners corporation must maintain a letterbox and a
sign labelled with its address and telephone number. 
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(2) The owners corporation address on the sign required under
subregulation (1) must correspond with the address on the
registered plan of subdivision.

(3) It is sufficient compliance with subregulation (1) if the
sign is placed on the letterbox of a lot owner who is
responsible for the owners corporation mail.

(4) If the owners corporation appoints a manager, the owners
corporation must erect and maintain a sign giving the
manager’s name and address and the owners corporation
telephone number in a place clearly visible from either 

(a) the main group of letterboxes; or 

(b) the main entrance to the land. 
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SCHEDULES

SCHEDULE 1

Regulation 16 

MODEL RULES FOR AN OWNERS CORPORATION

1 Health, safety and security

1.1 Health, safety and security of lot owners, occupiers of lots and others

A lot owner or occupier must not use the lot, or permit it to be used, so as to cause a hazard to
an owner, occupier or user of another lot. 

1.2 Children on common property in building

An owner or occupier of a lot must not permit any child over whom the owner or occupier has
control to remain unaccompanied by a responsible adult on common property comprising a
laundry, car parking area, driveway or other area of possible danger or hazard. 

1.3 Storage of flammable liquids and other dangerous substances and materials

(1) Except with the approval in writing of the owners corporation, an owner or occupier
of a lot must not use or store on the lot or on the common property any inflammable
chemical, liquid or gas or other inflammable material.

(2) This rule does not apply to

(a) chemicals, liquids, gases or other material used or intended to be used for
domestic purposes; or 

(b) any chemical, liquid, gas or other material in a fuel tank of a motor vehicle
or internal combustion engine.

1.4 Waste disposal

An owner or occupier of a lot must ensure that the disposal of garbage or waste does not
adversely affect the health, hygiene or comfort of the occupiers of other lots.

2 Management and administration

2.1 Metering of services and apportionment of costs of services 

(1) The owners corporation must not seek payment or reimbursement for a cost or
charge from a lot owner or occupier that is more than the amount that the supplier
would have charged the lot owner or occupier for the same goods or services.

(2) If a supplier has issued an account to the owners corporation, the owners corporation
cannot recover from the lot owner or occupier an amount which includes any amount
that is able to be claimed as a concession or rebate by or on behalf of the lot owner or
occupier from the relevant supplier.

(3) Subrule (4) does not apply if the concession or rebate – 

(a) must be claimed by the lot owner or occupier and the owners corporation
has given the lot owner or occupier an opportunity to claim it and the lot
owner or occupier has not done so by the payment date set by the relevant
supplier; or

(b) is paid directly to the lot owner or occupier as a refund.

54 > Schedule 1



DRA
FT

3 Use of common property

3.1 Use of common property

(1) An owner or occupier of a lot must not obstruct the lawful use and enjoyment of
the common property by any other person entitled to use the common property. 

(2) An owner or occupier of a lot must not, without the written approval of the
owners corporation, use for his or her own purposes as a garden any portion of
the common property.

(3) An approval under sub-rule (2) may state a period for which the approval is granted.

(4) If the owners corporation has resolved that an animal is a danger or is causing a
nuisance to the common property, it must give reasonable notice of this
resolution to the owner or occupier who is keeping the animal.

(5) An owner or occupier of a lot who is keeping an animal that is the subject of a
notice under subrule (4) must remove that animal.

(6) Subrules (4) and (5) do not apply to an animal that assists a person with an
impairment or disability.

3.2 Vehicles and parking on common property

An owner or occupier of a lot must not, unless in the case of an emergency, park or leave a
motor vehicle or other vehicle or permit a motor vehicle or other vehicle – 

(a) to be parked or left in parking spaces allocated for other lots; or 

(b) on the common property so as to obstruct a driveway, entrance or exit to a
lot; or 

(c) in any place other than a parking area specified for purpose by the owners
corporation. 

3.3 Damage to common property

(1) An owner or occupier of a lot must not damage or deface the common property
without the written approval of the owners corporation. 

(2) An owner or occupier of a lot must not damage or deface a structure that forms part 
of the common property without the written approval of the owners corporation. 

(3) An approval under subrule (1) or (2) may state a period for which the approval is
granted.

(4) An owner or person authorised by an owner may install a locking or safety device to
protect the lot against intruders, or a screen or barrier to prevent entry of animals or
insects, if the device, screen or barrier is soundly built and is consistent with the
colour, style and materials of the building.

(5) The owner or person referred to in subrule (4) must keep any device, screen or
barrier installed in good order and repair. 

4 Lots

4.1 Change of use of lots

An owner or occupier of a lot must give written notification to the owners corporation if the
owner or occupier changes the existing use of the lot in a way that will affect the insurance
premiums for the owners corporation. 
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Example

If the change of use results in a hazardous activity being carried out on the lot, or results in the
lot being used for commercial or industrial purposes rather than residential purposes.

5 Behaviour of persons

5.1 Behaviour of owners, occupiers and invitees on common property

An owner or occupier of a lot must take all reasonable steps to ensure that guests of the owner
or occupier do not behave in a manner likely to unreasonably interfere with the peaceful
enjoyment of any other person entitled to use the common property. 

5.2 Noise and other nuisance control.

(1) An owner or occupier of a lot, or a guest of an owner or occupier, must not
unreasonably create any noise likely to interfere with the peaceful enjoyment of any
other person entitled to use the common property. 

(2) Subrule (1) does not apply to the making of a noise if the owners corporation has
given written permission for the noise to be made.

6 Dispute resolution

(1) The grievance procedure set out in this rule applies to disputes involving a lot owner,
an occupier or the owners corporation. 

(2) The party making the complaint must prepare a written statement setting out the
complaint and inviting the other party or parties to a meeting. 

(3) If there is a grievance committee of the owners corporation, it must be notified of the
dispute by the complainant. 

(4) If there is no grievance committee, the owners corporation must be notified of any
dispute by the complainant, regardless of whether the owners corporation is an
immediate party to the dispute. 

(5) The parties to the dispute must meet and discuss the matter in dispute, along with
either the grievance committee or the owners corporation, within 10 working days
after the dispute comes to the attention of all the parties.

(6) A party to the dispute may appoint a person to act or appear on his or her behalf at
the meeting. 

(7) If the dispute is not resolved, the grievance committee or owners corporation must
notify each party of his or her right to take further action under Part 10 of the
Owners Corporations Act 2006. 

(8) This process is separate from and does not limit any further action under Part 10 of
the Owners Corporations Act 2006. 
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SCHEDULE 2

Form 1

Reg. 6

OWNERS CORPORATION PLAN NO. ____________  PROXY FORM

Under regulation 8 of the Owners Corporations Regulations 2007,

I/We

of (address)
being the owner/s of lot/s         authorise   

of        

as *my/*our proxy

A *to attend, speak and vote in person on *my/*our behalf up until ___/___/___ [insert date until which proxy
authorisation will be valid, up to a maximum period of 12 months] 

OR to attend, speak and vote in person on *my/*our behalf at the annual or special general meeting of the
owners corporation to be held on ___/___/___  [insert date]

* to vote for *me/*us and on *my/*our behalf at the postal ballot having a closing date of  ___/___/___  [insert date]

* I/*we direct the proxy to vote in relation to the following resolutions or matters as follows—

[If relevant, set out specific instructions to your proxy concerning how to vote in
relation to particular resolutions or matters]

B *To represent *me/*us on the committee of the owners corporation —

DATED

Signed (by member/s giving proxy) ___________________________________

Print Name ___________________________________

*Delete if inapplicable
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SCHEDULE 2

Form 2

Reg. 12 

STATEMENT OF ADVICE AND INFORMATION FOR PROSPECTIVE
PURCHASERS AND LOT OWNERS

What is an owners corporation?
The unit you are considering buying is part of an owners corporation. Whenever a plan of
subdivision creates common property, an owners corporation is responsible for managing the
common property. When purchasing a unit that is part of an owners corporation, buyers
automatically become members of the owners corporation. 

If you buy into an owners corporation, you will be purchasing not only the individual
property, but also ownership of, and the right to use, the common property as set out in the
plan of subdivision.  This common property may include driveways, stairs, paths, passages,
lifts, lobbies, common garden areas and other facilities set up for use by owners and
occupiers. In order to identify the boundary between the individual lot you are purchasing (for
which the owner is solely responsible) and the common property (for which all members of
the owners corporation are responsible), you should closely inspect the plan of subdivision. 

How are decisions made by an owners corporation?
As an owner, you will be required to make financial contributions to the owners corporation,
in particular for the repair, maintenance and management of the common property. Decisions
as to the management of this common property will be the subject of collective decision
making. Decisions as to these financial contributions, which may involve significant
expenditure, will be decided by a majority vote.  

Owners corporation rules
The owners corporation rules may deal with matters such as car parking, noise, pets, the
appearance or use of lots, behaviour of owners, occupiers or guests and grievance procedures.
You should look at the owners corporation rules to consider any restrictions imposed by the rules. 

Lot entitlement and lot liability
The plan of subdivision will also show your lot entitlement and lot liability. Lot liability
represents the share of owners corporation expenses that each lot owner is required to pay
Lot entitlement is an owner’s share of ownership of the common property, which determines
voting rights. You should make sure that the allocation of lot liability and entitlement for the
unit you are considering buying seems fair and reasonable.  

Further information
If you are interested in finding out more about living in an owners corporation, you can visit
the website of Consumer Affairs Victoria for further information and fact sheets.  

IF YOU ARE UNCERTAIN ABOUT ANY ASPECT OF THE OWNERS CORPORATION
OR THE DOCUMENTS YOU HAVE RECEIVED FROM THE OWNERS

CORPORATION, YOU SHOULD SEEK EXPERT ADVICE.
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Consumer Affairs Victoria

Victorian Consumer & Business Centre
113 Exhibition Street
Melbourne 3000
Telephone 1300 55 81 81 (local call charge)
Email consumer@justice.vic.gov.au
Website www.consumer.vic.gov.au
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