Owners Corporations and Other Acts Amendment Bill – Summary of reform proposals 

Proposals to rationalise the regulation of owners corporations

1. Regulate owners corporations according to their size in a more rational and responsible way by introducing a four-tiered system with new thresholds for owners corporations that must have committees, professional managers, external audits or reviews of annual financial statements, building insurance, maintenance plans and funds, and annual financial statements. 
(Relevant clauses: 5, 16-18, 29, 43 and 48)

2. Enhance the protection of those injured through negligently maintained common property by increasing the level of public liability insurance required to be taken out by owners corporations from $10 million for any one claim to $20 million. 
(Relevant clause: 30) 

3. Enhance equity between past, present and future lot owners by requiring such owners corporations to deposit fees into the maintenance fund that are adequate to implement the approved maintenance plan.
(Relevant clause: 21)

4. Correct anomalies in the Act by:

· ensuring that the insurance requirements apply to plans of subdivision that contain separate multi-level buildings so that each owners corporation must separately insure its building, and 

· allowing owners corporations in single-dwelling subdivisions with common property to decide by unanimous resolution to enable lot owners to take individual responsibility for insuring their lots.

(Relevant clauses: 31 and 32)

5. Streamline decision-making in owners corporations by removing the requirement for a common seal.
(Relevant clauses: 6, 10, 86)

6. Streamline the process for changing lot liability and entitlement by requiring owners corporations to notify Land Use Victoria of such changes within 60 days.
(Relevant clause: 87)

Proposals to improve the quality of owners corporation managers and enhance protection for owners corporations

7. Strengthen the disqualification and insurance provisions of the current registration scheme for professional owners corporation managers.
(Relevant clauses: 71-75)

8. Deliver a voluntary, ongoing and targeted information and training program for owners corporation managers in a partnership between Consumer Affairs Victoria and industry bodies. 
(Relevant clauses: Not applicable. This proposal is a supporting initiative and does not require legislative amendment to implement)

9. Prohibit certain terms in owners corporation management contracts and give the Victorian Civil and Administrative Tribunal (VCAT) the power to rule generally whether other terms in management contracts are unfair.
(Relevant clauses: 48, 49, 65 and 69)
10. Expand the fiduciary obligations of owners corporation managers regarding procurement of goods and services on behalf of owners corporations, influencing voting on owners corporation matters, and owners corporations’ access to their financial records.
(Relevant clauses: 50-52)

11. Prohibit owners corporation managers from pooling in one bank account, the funds of separate owners corporations they manage.
(Relevant clause: 50)

Proposals to expand and improve developers’ duties to the owners corporations they create and enhance protection for owners corporations

12. Expand the obligations of developers to owners corporations in line with the New South Wales approach but including other obligations and prohibitions, and extend the duration of developers’ obligations from five to 10 years.
(Relevant clauses: 33-35)

13. Enhance equity between lot owners by requiring that the initial settings of lot liability and entitlement be established according to specified criteria and be accompanied by a statement explaining the settings; and by removing the ability of a majority lot owner to prevent an application to VCAT for changes to settings, where all other lot owners have consented.
(Relevant clauses: 84, 85 and 88)

Proposals to improve the governance and financial administration of, and internal relations in, owners corporations

14. Improve decision-making within inactive owners corporations by giving owners corporation managers authority to make interim decisions in certain circumstances.
(Relevant clause: 37)

15. Align the provisions of the Act governing the validity of owners corporation resolutions and those governing the validity of owners corporation rules by requiring that both resolutions and rules not be oppressive or unfairly prejudicial to a lot owner or resident, or unfairly discriminate against a lot owner or resident.
(Relevant clause: 56) 

16. Support owners corporations’ duty to repair and maintain common property by permitting them to enter private lots on reasonable notice where necessary to enable repairs to common property.
(Relevant clauses: 26 and 27)

17. Expand the duties of owners corporation committee members to include a duty to act in the owners corporation’s best interests.
(Relevant clause: 47) 

18. Permit owners corporations to collect and use water falling on common property and to deal with water rights.
(Relevant clause: 7)

19. Restrict ‘proxy farming’ and committee proxies, and prohibit contractual limitations on lot owners’ voting rights.
(Relevant clause: 40) 

20. Improve decision-making in owners corporations, particularly inactive owners corporations, by providing for special resolutions that do not obtain the required voting threshold, but which are unopposed, to be treated as interim special resolutions.
(Relevant clause: 42)

21. Reduce the maximum size of owners corporation committees from 12 to seven members and allow the chair or secretary of the committee to arrange committee ballots.
(Relevant clauses: 44 and 45)

22. Exempt owners corporations from the need to engage the internal dispute resolution process for matters they initiate.
(Relevant clause: 63) 

23. Improve dispute resolution in owners corporations by enhancing the internal dispute resolution process set out in the Model Rules, including provision for a grievance sub-committee.
(Relevant clauses: Not applicable. This reform will be accomplished by amendments to Schedule 2 of the Owners Corporations Regulations 2018, which contains the Model Rules.)

24. Enhance compliance with owners corporations rules by increasing the maximum penalty for a breach to $1,100 and allowing owners corporations to retain penalties.
(Relevant clauses: 68 and 79)

25. Enhance owners corporations’ ability to initiate legal actions by applying different voting thresholds for actions in different courts.
(Relevant clauses: 9 and 70)

26. Reduce inequities for non-defaulting lot owners by permitting owners corporations to recover reasonable pre-litigation costs from defaulting lot owners and to adopt payment plans in hardship cases.
(Relevant clauses: 67 and 82)

27. Reduce insurance and other inequities between lot owners by permitting owners corporations to separately levy lot owners for:

· the cost of building insurance premiums on the basis of lot entitlement and differential risk

· insurance excesses and increased premiums resulting from culpable actions

· insurance excesses relating to single-lot claims

· unrecoverable damage to common property, and 

· maintenance costs arising from particular uses of lots.

(Relevant clauses: 11-13)

28. Clarify relationships and reduce disputes in owners corporations in multi-storey apartment buildings by:

· enabling them to make rules controlling smoke drift from private lots, and 

· developing a Model Rule on smoke drift that requires residents to ensure that their smoke does not penetrate to the common property or any other lot.

(Relevant clause: 82. An amendment will also be made to Schedule 2 of the Owners Corporations Regulations 2018, which contains the Model Rules.)

29. Improve record access and reduce disputes within owners corporations by:

· requiring them to provide copies of records to lot owners on payment of the relevant fee, and 

· prohibiting lot owners authorising commercial agents to obtain copies of the owners corporation register for marketing purposes without the prior consent of the owners corporation.

(Relevant clauses: 59-61) 
30. Clarify relationships and reduce disputes within owners corporations by prohibiting lot owners altering or repairing the common property.
(Relevant clause: 24)

31. Clarify relationships and reduce disputes in owners corporations by:

· enabling them to make rules protecting the interests of other residents during private-lot renovations

· excluding rules that unreasonably prohibit the installation of sustainability items, and

· developing a Model Rule on the process for changes to the external appearance of private lots.

(Relevant clause: 55. An amendment will also be made to Schedule 2 of the Owners Corporations Regulations 2018, which contains the Model Rules.)

32. Clarify relationships and reduce disputes in owners corporations by:

· enabling them to make rules restricting access to common property and services, and 

· developing a Model Rule providing for a default position of unrestricted access to common property and services by residents in normal circumstances.

(Relevant clause: 82. An amendment will also be made to Schedule 2 of the Owners Corporations Regulations 2018, which contains the Model Rules.)

33. Improve safety for residents by developing a Model Rule for the provision of fire safety advice by lot owners to tenants.
(Relevant clause: 82. An amendment will also be made to Schedule 2 of the Owners Corporations Regulations 2018, which contains the Model Rules.)

34. Clarify relationships and reduce disputes in owners corporations by making residents responsible for ensuring that their guests comply with owners corporation rules and making them vicariously liable for their guests’ breaches.
(Relevant clause: 57)

35. Clarify relationships and reduce disputes in owners corporations by permitting owners corporations to dispose of goods abandoned on the common property.
(Relevant clause: 28)

Proposal to improve and rationalise the regulation of owners corporations in retirement villages

1. Rationalise and improve the regulation of owners corporations in retirement villages by:

· providing for a clearer separation between owners corporation meetings, retirement village meetings and village resident committees, and 

· aligning the powers of village operators who control owners corporations in retirement villages with the aims of the Retirement Villages Act 1986.

(Relevant clauses: 58 and 83)


consumer.vic.gov.au
Page 1 of 4
[image: image1.png]CONSUMER W2
AFFAIRS b ORIA




Page 4 of 4

[image: image1.png]