
INTRODUCTION. 

Despite Australia’s vast open spaces most people have chosen to live in just a handful of coastal 

cities. As these city populations exploded, land became increasingly scarce and more valuable. 

Sydney’s great suburban sprawl has given way to medium and then high density policies. When our 

family moved from Scone & settled in Dee Why in 1957 there were no home units in that beach side 

suburb. How times have changed. There are now over 90,000 Strata Schemes in NSW alone. There 

are also Community Associations where Strata Schemes pool their resources in shared facilities 

under a Building Management Committee. Neighbourhood Associations relieve local councils of 

their obligations to maintain roads, footpaths, parks and landscaping by charging these homes with 

quarterly levies. The Community Management Statements outline obligations incumbent upon 

people buying into these Associations. Hybrid entities such as Precinct Associations are creative 

products of the trade-off between the developer’s and local council’s interests. Prior to the Strata 

Scheme Management Act in 1962, Home Units were generally run as Corporations with Memoranda 

of Articles of Association setting out their particular rules. Throughout the Inner City and Eastern 

Suburbs, Company Title Home Units still flourish. Company Title involves buying shares from a 

Company. The Company is not bound by Strata Title Management Act.  

When a person is about to enter into one of their largest commercial transactions, they need to 

know what they are getting themselves into. Solicitors and Conveyancers have increasingly sought 

the peculiar skill sets of Strata Inspectors to assist them in ascertaining: exactly what their client is 

buying, what the dangers may be and whether there are any financial problems or more subtle 

issues that may not be immediately apparent upon a physical inspection of the intended purchase. 

Why obtain a pre-purchase Strata Report? 

Buying a Unit without a Pre Purchase Strata Report is like playing Russian-Roulette with one of the 

biggest transactions of a lifetime. Reports are based on the records held by the managers or 

Executive Committee and shed light on both the actual financial state of the Scheme and upon the 

likelihood of special levies in the future. They also show the style of management and whether there 

is internal harmony.  The following case studies have been selected from actual inspections of 

records of inspections. 

 

CASE STUDY 1.  

A NICE FAMILY HOME? 

A Unit from one scheme whose records we inspected, was advertised as:  a modern luxury 3 bed-

room apartment in Blacktown with a swimming pool, close to the railway station, shopping centre 

and schools and as ideal for a family. During our inspection we scanned a file named Security Report. 

This report gave details of a Private Detective’s two-week investigation into suspicious activities on 

the common property. In the course of his investigation, the detective discovered that a criminal 

syndicate was illegally selling automatic firearms from the common property. The PD recorded, in an 

un-emotive factual manner, how a syndicate member threatened to kill him with a drawn pistol 

aimed at his temple, should he continue his investigation. The minutes also revealed a resolution 

that the swimming pool be filled in with soil as the deposition of syringes in the pool had become so 

endemic that use of the pool had become a life threatening for young children. We considered this 

information to be relevant to young families buying into the scheme.  

 



 

 

CASE STUDY 2.  

STUNNING WATER VIEWS 

A solicitor asked us to inspect the records of a unit in Kirribilli that he was simply told “had 

magnificent views of the harbour”. The inspection found that 6 months ago, a handy man had 

noticed that the exterior brickwork had moved and was actually protruding approximately 4 CM 

over the concrete slab. The brick-ties had irredeemably corroded and an Engineering Report on file 

suggested that the entire column would need to be replaced. In addition, an Architect’s 

Development Application lodged to have the works approved, triggered a major Fire Order. These 

two issues alone would potentially cost the purchaser hundreds of thousands of dollars in special 

levies in the ensuing years. The solicitor stated that he had not been informed by the Estate Agent of 

either of these significant matters. We were informed that he uses this personal example as an 

illustration of why you need a Strata Report in conveyancing lectures which he gives. Subsequent 

inspections of the same records show that the costs involved were as high as anticipated.  

 

CASE STUDY 3.  

DREAM UNIT 

A client wished to buy a unit within walking distance of one of Sydney’s glorious beaches. Our 

inspection found that one of the other units in a 4 unit complex, had been investigated by an 

engineer to determine the cause of a lump in the living room carpet. The engineer found that it was 

a severe case of concrete spalling commonly known as concrete cancer. The slab was so badly 

weakened that major works were necessary. The initial cost estimate was $30,000. A special levy of 

$20,000 was struck. The slab being common property, the works were to be shared evenly by the 4 

units. The exploratory works discovered that the problem was a lot worse than originally thought. A 

further $20,000 special levy was struck at short notice. This action was repeated on a needs basis. 

Within 6 months each unit had forked out $90,000 towards the repair of that single unit’s slab. We 

asked the Strata Manager whether the other units had been tested. He stated that they were not 

prepared to have their slabs inspected as they were anxious at what they may find! 

While all units close to the coast are prone to concrete cancer issues not all are like this nightmarish 

example. We are on the lookout for evidence of diagnosis and estimated costs of repair.  

 

CASE STUDY 4.  

STRUCTURAL ISSUES 

A Scheme in Rockdale had elected to manage their own affairs. The records were kept in a small 

dedicated space in a dimly lit basement garage of the Scheme’s 5 storey building. Appointments 

were only made during the evening. The records were voluminous. Most were stored in boxes.  The 

minutes showed that there was a Supreme Court law suit in progress. All litigious records were kept 

in the boxes which were covered and stored one on top of the other. In one of these boxes we found 

a recent advice by a barrister to the effect that the building was so badly built, that in its current 

state, the smallest earth tremor risked the complete collapse of the entire building. The core of the 



building was eventually reinforced. There was a period however when there was a very real risk of 

collapse with possible fatal consequences. While our job is to report on the issues that a prudent 

purchaser may find significant, in this instance we stated buyer beware – caveat emptor! 

 

 

CASE STUDY 5.  

FIRE SAFETY ISSUES 

We inspected one Scheme where the Developer had a reputation of pushing the boundaries of Fire 

Safety Measures in high rise apartments. The Inspection took place before the changes to the Home 

Warranty Insurance that came into force on 1 July 2010. We requested a copy of an AFSS from the 

manager but was told that a copy was not available. The inspection found a reference to a Fire 

Safety Report compiled by a firm of fire safety engineers. That firm specialised in acting on behalf of 

clients who have not complied with fire regulations as prescribed by the Building Code of Australia 

(BCA). These experts present a case to the relevant Local Council to the effect that an alternative 

solution, while not conforming to the BCA, is reasonable in the circumstances.  We asked a clerk in 

the employment of the Developer for a copy of this report. The clerk asked the Developer’s Legal 

Department for a copy and forwarded the alternative solutions report to us by email. Our client was 

not impressed and decided not to proceed with the sale. In the last decade there have been many 

instances of Developers refusing to make good non-compliant fire safety defects choosing instead to 

contest a matter in an expensive Tribunal such as the NSW Supreme Court. As in all litigation, the 

results may hang on a party’s capacity to keep funding expensive; legal and expert building 

consultant’s costs. Owners Corporations are at a distinctive disadvantage against a Developer with 

deep pockets and an aggressive self-centred attitude.  

The most common fire safety issue involves older blocks which have limited Fire Safety Measures. If 

they have not attempted to become voluntarily compliant to the modern standard they may have 

the fate of a Fire Order hanging over them like Damocles’ Sword!    

 

CASE STUDY 6.  

HARMONY ISSUES 

 

Ever imagine what it would be like to live a small set of Units where literally ever-one is at each 

other’s subtle throats? The minutes of some schemes show signs of just that and when you ask the 

Strata Manager if the minutes give an accurate picture of suggested disharmony the reply has in 

some instances been “off the record, it is even worse when you meet them in real life.” Other large 

schemes have peculiar problems of their own. In one Inner City Scheme, the population of the Strata 

Schemes within a large Community Association was comparable to that of a small town of over two 

thousand people. One such Scheme had employed a private security firm to regulate the 

dysfunctional elements. Police did not patrol these large independent Strata Schemes. We found 

written accounts complaining of extreme bullying behaviour within the complex and brazen sexually 

aggressive displays by adolescent males within the complex. The complaint was to the effect that 

the Security Guards were not sufficiently well armed to handle these rogue elements and thus 

turned a blind eye to the conduct. They complained that the normal protection afforded by the 



police was thus circumvented. The same scheme in its early days had intense conflict based on 

ethnic rivalry.  At some AGMs factions based on the nationality of the owner’s birth could not see 

eye to eye. The meetings exploded into violence, police were called and the AGM had to be 

adjourned.   

 

 

CASE STUDY 7.  

WATERPROOFING ISSUES 

In a strata scheme, water penetration issues can be a serious concern. If too many large insurance 

claims are made, the Insurer’s frequently respond by increasing the excess for that particular 

category of claim. We have seen buildings where the excess for burst pipes and water damage are as 

high as $10,000 per claim. This can be the insurer’s way of saying – “You have a problem, fix it.” If 

the problem is systemic this may not be all that easy. One Scheme we inspected had such a problem 

but it had only emerged well after the warranty period had expired. The claims history showed a 

pattern of expensive claims for burst pipes. The pipes through the entire building had to be replaced. 

They choose to raise their levies to an extraordinarily high level for a period of 5 years in which they 

intended to rectify their major plumbing problem. Other Schemes have the old ceramic pipes and 

trees that have reached maturity breaking open the pipes with their root system. These may also 

need to completely dug up and replaced with PVC. 

 

CASE STUDY 8.  

INSURANCE ISSUES 

One of my early Reports involved a Scheme that had changed from a very large strata management 

firm to a boutique business after the previous large firm had failed to renew the insurance policy on 

a Scheme with over 50 units. The error was a major one with the Scheme being uninsured for 9 

months. This error of omission brings with it potential problems. While the building had not been 

demolished in the 9 month period, there was no guarantee that a person or persons would not 

come forth and make a large personal injury claim within the period prescribed by the Statute of 

Limitations.  

 

CASE STUDY 9.  

DUTY OF CARE ISSUES 

We sometimes see WH&S Reports warning the Owners Corporation that while their balustrade 

height may have been acceptable by the BCA standard at the time of construction, the height is 

below the current standard and should be increased so that it does not constitute a falling hazard. 

Balustrade remedial work or replacement can be expensive. Many WH&S Reports simply state the 

assumption that the railing height complied with the construction code and leave out the warning.  

The question is whether the first type of WH&S Report mentioned above would be a ground upon 

which an insurer could avoid a personal injury claim in the unfortunate event of an adult or child 

falling to their death or to paraplegia over a railing that an expert has warned is inherently 

hazardous. While this issue may be one for the courts we caution potential purchasers that the issue 



once spelt out should be acted upon in the short term. This often translates into a potential special 

levy in the near future. 

  

CONCLUSION 

While some of these examples may be extreme they give you some idea of what you can stumble 

into with a thorough investigation of the records by people who know their way around the many 

types of filing systems that strata manager’s employ. Schemes are all supposed to save enough to 

pay for their sinking fund needs without recourse to Special Levies. In practice however, many 

Schemes do not save the recommended level of levies simply because the majority of Owners feel 

they are too financially stressed to keep to a sensible plan devised by experts in the field who are 

usually quantity surveyors. We generally attach the whole Sinking Fund Plan if it is available so that 

you can see for yourself what the Scheme’s approach is to this important managerial issue. Our  

Reports cover many issues. We are most happy to receive special instructions to look for particular 

matters of personal interest.   

 


