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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-third set of notes for your STSMA Reference Guide, Prescribed Management Rule 22 is discussed.

PMR 22

PRESCRIBED MANAGEMENT RULE 22 — FINANCIAL MANAGEMENT -
MAINTENANCE, REPAIR AND REPLACEMENT PLAN (MRRP)

A welcome addition to the new era of sectional title scheme administration is the legislated
obligation to make provision for future maintenance and repairs of “major capital items” in
sectional title schemes. This is defined in the Rules to refer to: “wiring, lighting and
electrical systems, plumbing, drainage and storm- water systems, heating and cooling
systems, any lifts, any carpeting and furnishings, roofing, interior and exterior painting and
waterproofing, communication and service supply systems, parking facilities, roadways
and paved areas, security systems and facilities and any other community and
recreational facilities.”

Section 3 (read with Regulation 2) provides for this 10-year plan to be funded through the
establishment and management of a substantial “reserve fund”, and also stipulates the
minimum amounts that owners must contribute to this fund each year until it is equal to
100% of the total annual levy income, which is now called the “administration fund”.

The aim of these provisions is to promote better maintenance planning and more
consistent implementation in sectional title schemes and also to eliminate the need for the
ill-famed ‘special levies’ that have been the usual recourse of schemes faced with
unexpected expenses.

As the majority of schemes in South Africa did not have a reserve fund prior to the
introduction of the new legislation, owners initially face considerably higher levies in order
to establish their schemes’ reserve funds up to the required level. (Remember, at the start
of any new financial year, the reserve fund must be equal to a minimum of 25% of the
scheme’s administration fund, and that if it is not, the owners in the scheme must add at
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least 15% to their levies for the next year to be diverted to the reserve fund. This increase
comes on top of any ordinary annual levy increase required to cover the rising costs of
running the scheme.)

The body corporate or trustees must prepare a written maintenance, repair and
replacement plan (MRRP) for the common property

The MRRP must set out:

(&) which major capital items are expected to require maintenance, repair and
replacement within the next 10 years;

(b) the present condition or state of repair of those items;

(c) when those items (or components) will need to be maintained, repaired or
replaced;

(d) the estimated cost of the maintenance, repair and replacement of those items or
components;

(e) the expected life of those items or components once maintained, repaired or
replaced; and

(f) any other information the body corporate considers relevant.

How does the MRRP requirements impact on the levy calculation?

PMR22(2) states that the annual contribution to the reserve fund for the maintenance,
repair or replacement of each of the major capital items must be determined by this
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formula:
[(estimated cost minus past contribution) divided by expected life]

In other words, the PMR allows for the reserve fund to be quantified based on the
annualised maintenance costs reflected in the 10-year maintenance plan, which should
make the required contribution to the reserve fund more affordable in schemes that did not
have a reserve fund before the STSMA became operational.

PMR 22(3) The MRRP takes effect once it is approved by the owners in a general meeting.
The owners may, on approval of such plan, lay down conditions for the payment of money
from the reserve fund.
PMR 22(4) Yearly, at each AGM, the trustees must report back to the meeting regarding the extent to
which the MRRP has been implemented.
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