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STBB’s REFERENCE GUIDE TO THE SECTIONAL TITLES SCHEMES MANAGEMENT ACT

For Managing Agents, Trustees, Owners and Property Practitioners

In this, the forty-sixth set of notes for your STSMA Reference Guide, Prescribed Management Rule 25 is discussed.

PMR 25(1)

PMR 25(2)

PRESCRIBED MANAGEMENT RULE 25 — FINANCIAL MANAGEMENT —
CONTRIBUTIONS AND CHARGES

Once the budgets for the administrative and reserve funds have been approved at a

general meeting (this will usually be the AGM and see Rule 17(6) which lists the items that

must be decided on at an AGM), the trustees must do the necessary to collect the levies
in accordance with the approved budgets.

This means, says PMR 25, that they must:

(i) as soon as possible but not later than 14 days after the approval of the budget,
(i) give each owner written notice of the contributions and charges due and payable
by him/her.

This notice must further confirm the owner’s obligation to pay the specified contributions
and charges; state the due date for each payment as well as the interest rate that will
apply if payments are overdue; and include details of the dispute resolution process that
will apply if a levy/contribution is disputed.

If money owing is not paid on the due dates, what steps must the body corporate take to
claim payment?

A new procedure for claiming overdue levies/charges was introduced by PMR 25(5). It
provides that if an owner is in arrears, the body corporate must first send a final written
notice to the defaulting owner. The notice must request the member to immediately pay
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the overdue contributions/charges and any interest thereon. The notice must also warn
the owner that the body corporate intends taking action against him/her in order to recover
overdue contributions, charges and interest if the overdue amounts are not paid within 14
days of receiving the final written notice.

See also PMR 25(4) regarding expenses incurred by the body corporate in the process.

At the end of the financial year and awaiting the upcoming new AGM and approval of a
budget for increased levies in the year ahead, there always is a bit of confusion about the
owners continued liability in respect of the levies.

PMR 25(3) bridges this ‘waiting period’ and states that on expiry of the financial year and

until they become liable for contributions in respect of the next financial year (i.e. after the
new AGM and notice of new levies), owners are liable for the same contributions, payable
in the same instalments as per the past financial year.

This is however subject to Rule 21(3)(b) which makes it possible to increase the levy in
this period with a maximum of 10% on a written trustee resolution, subject to certain
requirements mentioned in that Rule.

Having prescribed in PMR 25(2) the procedure for claiming overdue contributions, PMR
25(4) provides that an owner is liable for all reasonable legal costs and disbursements, as
taxed or agreed by the owner, incurred by the body corporate in the collection of arrear
contributions or any other arrear amounts due and owing by such owner.

The same applies to legal costs incurred in enforcing compliance with the prescribed
Management and Conduct Rules or the Act.

As it is unlikely that a defaulting owner will easily agree to costs, it appears that in most
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instances the trustees will be obliged to have the attorney’s account taxed before they will
be able to enforce payment thereof against the defaulting owner.

In terms of PMR 25(5), a body corporate may not debit an owner’s account with any
amount that is not a contribution or a charge levied in terms of the Act. The Act provides
for the following charges: ordinary and special levies and interest thereon, legal fees and
reasonable photocopying fees for the inspection of documents.

It follows that any penalty, “administrative” fee or “debt collection” fee charged by a body
corporate to an owner, is not authorised by the Act and will only be lawfully charged if this
was specifically provided for in a scheme’s Conduct or Management Rules.

The body corporate must in its annual financial statements account for all contributions
and any other charges debited to owners’ accounts.

On request in writing by a member the body corporate must make available a full and
detailed account of all amounts debited and credited to the owner’s account with the body
corporate.
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