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Sinking Fund Plans Are Now Required For
All Strata Schemes in NSW

After some time of consultation with the strata industry and the Institute of Strata Title Management, the NSW
government through its Office of Fair Trading has signalled the introduction of Sinking Fund Plans to all strata schemes.

The Strata Schemes Management Amendment [Sinking Funds] Regulation 2006 was gazetted on April 28 2006.
This Regulation requires most NSW strata schemes to commence 10-year sinking fund planning over the next few years.
The Regulation extends to older schemes the provisions of the Strata Schemes Management Act, which already apply to
schemes that have come into existence on or after 7th February 2005. See below for information about the provision that
came into effect in February 2005. The effect of the April 2006 Regulation is that schemes will be gradually brought within
the 10-year planning obligations according to its strata plan number. By July 2009, all schemes (except those 2-lot
schemes that are not required to establish a sinking fund) will be covered.

As schemes are brought under the 10-year sinking fund planning obligations, owner corporations affected will be required
to commence working out their capital expenditure needs for the next 10-years and levying individual lot owners
accordingly. Owners’ corporations are free to use outside experts in devising their 10-year plans.

Schemes that have been brought under new requirements are:
e Strata plan number 50,000 and over will be caught by the provisions from 1 July 2006
e Strata plan 30,000 — 49,999 by 1 July 2007
Schemes will be brought under the new requirements as follows:
e Strata plan 10,000 — 29,999 by 1 July 2008
e Strata plan 1 —9,999 by 1 July 2009.

This means that by the second annual general meeting after the date relevant to the strata plan number of the scheme, a
10-year sinking fund plan should be in place.

2005 sinking fund provisions

On 7 February 2005, changes to the Strata Schemes Management Act came into effect. These changes, which apply to
all strata schemes registered on or after 7 February 2005, require the owners corporations to plan ahead for the
estimated sinking fund plan expenditure over the following ten-year period. Levies will have to be set accordingly to meet
the ten-year sinking fund plan estimates. In other words, owners’ corporations will need to work out the likely expenditure
on items of a capital nature over the next ten-year period. For new schemes, the first ten-year sinking fund plan must be
on the agenda of the first annual general meeting (AGM) and completed by the next AGM. The plan must be reviewed
within five years of the first AGM. However, there is flexibility for owners’ corporations to review their plan annually to
facilitate a ‘rolling’ ten-year plan.

Sinking fund plans are intended to provide sufficient reserves for the long-term maintenance and repair of the building as
well as replacement of common property items. Expenditure on painting and replacement of guttering, roofing and
fencing are examples of the items that a sinking fund plan should provide for. The aim of this provision is to ensure
owners corporations better plan their finances to minimise the risk of having insufficient funds when, for instance,
expensive building repairs need to be carried out.

Owners’ corporations will be required to have ten-year sinking fund plans in place for the entire life of the scheme.

As a professional strata manager you know what you are looking for from the professional consultants and
contractors you employ, but are you sure you're always going to get it...

Here's what we offer you...

* You will be dealing with professionals who understand the SSMA legislation, its requirements and the responsibility of
Owners Corporations and their managers avoiding any future legal or other hassles

A report which can be easily read and understood by anybody

Communication that means important issues are discussed and your time is not wasted with unnecessary calls
Keeping the best interests of all unit owners at the forefront of considerations

To deal with a professional company with over 24 years of experience. We have completed over 30,000 reports for
strata schemes and over 8,000 Sinking Fund Plans.

For an obligation-free Quote, Call us now on 1300 136 036 or Fax us on 1300 136 037
or e-mail enquiry@solutionsie.com.au

All services provided by Solutions IE are supplied on the basis of 'Supply Terms and Conditions' which are available from our Office and from our website
www.solutionsie.com.au
Services: Office:
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Sinking Fund Plans & Updates Office Address:

Safety Reports & Updates Level 2,50 York Street, SYDNEY NSW 2000
Insurance Valuations

Balustrade Testing Postal Address:

Asbestos Reports PO Box A72, SYDNEY NSW 1235
Allocation of Costs Reports
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