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Rising cost of body corporate management and transparency of charges 

and appointment. 

The strata industry has noticed over recent years an increasing incidence of rising costs of Body 

Corporate Managers (BCMs) and the inadequate opportunity of achieving competitive 

quotations for the service. BCMs have considerable control over this process as they prepare 

the accounts and the AGM agendas which often include a motion to appoint a BCM. These 

motions often present a per lot fee for administrative service only. For example, in the case of 

Atlantis West that amount is $15,950 incl. GST. Additional costs are disclosed in the 

accompanying contract, but there is inadequate disclosure of the full remuneration to the BCM 

in the annual accounts prepared by the BCM. In Atlantis West case that gross remuneration is 

estimated to exceed $65,000, and the BCM expenses are distributed throughout other cost 

headings, so as not to disclose that gross remuneration. This prevents owners knowing how 

much the BCM has been paid and the reasonable opportunity to seek a genuine competitive 

quotation. 

BCM should be required to disclose the gross remuneration they receive and explain reasons 

for their charges by way of notes to the accounts. 

Below is a sample of the charges a BCM may make to a body corporate, and as advised above, 

these charges are inadequately disclosed in the accounts. For these reasons a fully transparent 

process is required. 
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FROM THE UOAQ TREASURER’S REPORT 

The more work undertaken in the tender of BCM the more one comes to appreciate just how 

one sided the SCA standard contract is. 

This is a matter which should be covered in detail in the UOAQ submission, highlighting the 

degree of excessive charging or ‘gouging’ that SCA members inflict upon the industry.  The 

contract provides that the BCM does not even have to provide a copy of its invoice for any 

scrutiny/approval, and as the BCM is most usually a sole signatory, this entitles it to draw its 

fees from the BC’s funds with impunity.  Most Treasurers when questioned confirm that they 

are not usually provided with any invoices from their BCM to approve.  The right of the BCM to 

opt out of the contract usually at 30 days’ notice, but the BC cannot reciprocally do the same 

and in the event of termination, the legal costs of the BCM defending its action is picked up by 

the BC, their fees paid in advance, etc. surely this is an ‘unconscionable' contract if ever there 

was one.  

See the following extract from the Brief Tender Specification – Clause 1 –  

 Contract Document: Specify/include format of document that will form the basis of the 

contract to be entered into with the successful Body Corporate Manager (BCM).  In 

outlining your offer, please detail the extent to which your contract document has any 

terms and conditions embedded therein which are in conflict with this brief 

specification and acknowledge in your offer document that these terms and conditions 

prevail in any instances of conflict.  This Brief Specification to be appended to the 

contract and an acknowledgement of acceptance of these over-riding any terms and 

conditions in conflict.  To the extent to which your contract confirms terms relating to 

Termination of contract, and in the event that there are differential periods as between 

the reciprocal parties in giving notice of termination, the lowest time period will apply to 

all parties to the contract. Other items where conflict often applies to be considered, 

acknowledged and addressed:  

o Indemnity – only applies where the Manager has acted competently and without 

negligence in performing its obligations as the Manager under the agreement. 

o Assign ability – is only available unconditionally at the option of the Body 

Corporate.  

This attempts to negate out some of the unseemly terms and conditions by including terms and 

conditions which specifically deal with some of the harsh conditions such as assignability and 

indemnity. 
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Banking arrangements and authorities 

ADMINISTRATION OF BANK ACCOUNTS – NOT IN ACCORD WITH BCCM LEGISLATION 

We detail below the discovery of widespread body corporate industry practice in relation to the 

administration of bank accounts which circumvents the BCCM legislation to the risk and 

detriment of lot owners. 

The Body Corporate Committee (BCC) is responsible for control of the assets of their scheme, of 

which their bank account is often one of the largest assets. The best way to outline / 

demonstrate this position is to detail an actual experience of a committee member of the 

UOAQ who is both Secretary and Treasurer of a scheme in excess of 100 lots who has 

undertaken a ‘follow the money trail’ investigation. 

This scheme’s BCC unanimously passed a resolution to change its bank signatories from the 

Body Corporate Manager (BCM) being a sole signatory to it being a joint signatory with a BCC 

member or any 2 BCC members signing jointly. Despite this being resolved by formal Vote 

Outside of Committee Meeting properly circulated to all owners validating the decision, it took 

up to 3 months to be reluctantly implemented due to the significant resistance and 

“roadblocks” from the trio of the vested interests: bank / software supplier / BCM.  

The BCM without the consent or knowledge of its client, the body corporate scheme, has 

entered into banking arrangements in which control of its clients’ bank accounts are all vested 

in the BCM / software supplier. When this scheme lodged the appropriate documentation 

under the legislation to gain control of its bank account, there was passive non implementation 

to recognise the rights of this BCC to establish its control position as empowered under the 

BCCM legislation (s151). 

The levy notices issued are pre-encoded to direct that all receipts are paid electronically into a 

bank account of which the software supplier / BCM are regarded as the legal Owner, and after 

suspending these cash receipts for a number of working days (in this case 3 business days) are 

belatedly on transferred into the bank account of the body corporate (BC), where they should 

have been initially and directly deposited in the first place. The likelihood is that interest is 

being earned on this conduit arrangement to which the BC should be the recipient. 

We believe that this bad practice is unknowingly exposing BC funds to risks which were not 

contemplated and not in accord with the legislation, with the following summary being 

relevant: 
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1. The software supplier is not a bank, and however slight the credit risk, there are multi-

millions of dollars of lot owners’ levies being circumvented via this banking 

arrangement. 

2. The software supplier pays paltry interest rates on the funds on deposit when the funds 

are eventually on credited to the correct BC bank account. In this case, the interest 

foregone due to the interposing of this contrived banking arrangement deprives this 

scheme of approximately $6,000 of higher interest annually. So for the industry, this is a 

big number! 

3. With the tight cut-off times for loss of discount and interest accrued where levies 

actually paid ‘just in time’ are categories as being paid late, this banking arrangement 

wrongly exposes owners to default penalties. Where through no fault of theirs and 

having paid on time, lot owners’ receipts are delayed in being credited which could then 

attract penalties levied against lot owners who are not to blame for what is not a 

transmission delay, but a circumvention delay. 

4. The BCMs being in control of the accounting / levy recording arrangements are then in a 

position to quietly waive any discount lost as a result of this irregular activity. It is 

unlikely that any owner ever questions just where its levies are being initially paid, 

relying on the trust of the system which is against the interests of owners. 

Additional points for consideration: 

1. When this was first investigated 3 years ago in what was thought to be an isolated case, 

there was only a 1-day delay in the on crediting of the levy funds to the correct bank 

account. 

2. This has now blown out to 3 business days.  What’s next – a blowout to 5 business days? 

3. This is the process undertaken by a major, could be the largest operator. It would not 

surprise if this 3-day float was in the order of $8M* diverted by this mechanism, with 

annual interest over the course of a year being approximately $200,000. 

4. In business, proprietors invest their own funds as risk capital to fund their business 

operations. This is a classic case of using other people’s money in lieu of their own risk 

capital.  

5. A similar arrangement applies to BCMs limiting the risk capital they invest in their 

businesses. They write into their contracts which few BC Committees have the expertise 

to question that their fees are all payable in advance. So their clients are providing the 

risk capital in lieu of the BCM via this process. How many small businesses generally 
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receive their income in advance or employees be paid their wages in ADVANCE? 

6. The combination of this contrived banking arrangement between the software supplier / 

BCM / bank is undisclosed and may be a future FINANCIAL ACCIDENT just waiting to 

happen! 

7. It is unlikely that many BC Committees will understand the complexities to even know 

how to question what is being done to them.  

*Assumption based on 400,000 units x annual levies average of $5,000 /365 *3days * 50% 

share of market = $8.2M. 

ADDITIONAL MATERIAL CIRCULATING WITHIN UOAQ -IT’S A QUESTION OF 

TRANSPARENCY AND DISCLOSURE  

“I read with interest the UOAQ article “WHOSE BANK ACCOUNT IS IT?” 

There are many issues that emanate from that article. 

I recently attended a body corporate general meeting where a motion was considered for the 

appointment of a body corporate manager (BCM). The motion included a fee of some $15,000. 

Experience tells me that the BCM was drawing fees in excess of $40,000. Although a previous 

motion at general meeting approved that the BCM disclose their annual remuneration, there 

has been a reluctance by the BCM to comply with that transparency.  An owner would be 

directed by the BCM to the fees section of the BCM’s contract as adequate disclosure by the 

BCM.  Attached is a standard BCM fee schedule which occupies 2 full pages of their agreement, 

a bewildering list of charges. 

Understanding that in this modern day of paying bills, where cheques have disappeared and 

electronic payments are the norm, body corporate committees rely on their BCM to make 

payments, providing the BCM with unfettered access to the body corporate’s bank account to 

meet their own charges that in many cases are never scrutinised by the Committee with the 

funds automatically drawn from the Body Corporate (BC) bank account.  In the absence of total 

transparency and disclosure it is likely that the body corporate has no idea as to how much the 

BCM has paid itself. The BCM is then responsible for the accounting process and disperses their 

charges throughout the administration account thereby concealing their gross remuneration. 

They also conceal any remuneration paid from the electricity management account, as there is 

no legal requirement to disclose the details of that accounting. 
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These inappropriate dealings with body corporate bank accounts require the fullest disclosure 

in order that the BCM’s conduct can be placed beyond reproach, and that a body corporate 

should not be left in the ridiculous position of relying on the BCM’s honesty and integrity in 

exercising their charging.  

When it is so easy to access someone else’s money, it is human nature to just take what that 

person considers he/she is entitled to. A full disclosure provides some assurance of honesty and 

insures that a competitive opportunity is provided to the BC when considering appointing a 

BCM and seeking competitive quotes for the service.   However, unless and until a common 

specification is available for all BCMs’ offering their services to be evaluated on a common 

basis, it is almost impossible to compare ‘like for like’.  

Wayne STEVENS 

President  

Unit Owners Association of Queensland Inc.” 

Insurance cost and approvals.  

1. Statutory requirement that the insurance motion needs to declare when the last 5-year 

valuation was done…Should it be considered compulsory and when it has to be done 

by? 

2. There is a practice with BCM where they automatically increase the valuation (often 

around 5% annually) of a property without a sworn valuation. Considering that BCM 

receive a commission of approximately 20% of premiums, there is a clear conflict of 

interest in this process as the accumulating BCM value bears no relationship to the 

actual value, and the premiums relate to the value insured. The outcome is owners pay 

higher premiums and the BCM is commissioned accordingly. 

Confusing motion for appointment of auditor.  

Changing the statutory motion re audit to make it less confusing by removing the double 

negative? Currently, it seems designed for failure… and many BCs end up without an audit even 

when they want one. 
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Prohibiting the adding of a second, discrete proposition to a motion  

For instance, the common practice of many BCMs is to add to the Statutory Motion (with 

regards to review of all current insurance policies) an authority to the BCC to place the 

insurance policies next year.  

What if you want to vote yes for one proposition and no for the second…but the motion allows 

just 1 yes or 1 no or 1 abstain. These discrete propositions should be split into discrete motions. 

Protecting body corporate intellectual common property  

Developers are required to protect the intellectual common property including trademarks and 

titles of schemes in the interests of the future lot owners. Experience has shown that holders of 

Management Rights Agreements have applied and succeeded in acquiring trademarks of 

Community Title Schemes. These trademarks including the name of the property, although 

recorded by the developer in their development application, have not specifically registered 

these trademarks. This has seen the trademarks acquired by the caretaker who has a limited 

relationship by virtue of the term of his agreement with the owners. The intellectual property 

of the scheme is common property which should be retained by the body corporate. An 

outcome of losing control of the intellectual property is that some owners when trying to rent 

their lot find they are in conflict with the caretaker/letting agent, when describing the property 

as the caretaker/letting agent has control of the name and graphical representation of the 

name of the scheme. 


