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THE RISKS OF BUYING STRATA TITLE PROPERTY - A TRUE STORY

Az conveyancers, our main task is usually to make sure your property purchase goes through smocthly and or time. But
some — just sometimeas — our duty of care means we'd rather the sale naver happensad. Let's look at an actual case we
handled recently, which highlights sorma risks of buying strata title oroperty.

The apportunity

Cur clignt had spotted what he thought was an coportunity in Ryde

Many owners of a relatively new strata building wera selling. These where the original owners, who had kought off the
plan and were locked in, Unfortunately for them, the building had massive defects. So theay were trying to sell, and were
offering units at literally hal® the original off-the-olan price.

Thal low offer price was whal attracted our clignt in the first place. The orices were speclacularly low for the suburb.
Investigating red flags
Of course thal raised suspicions. You know the old saying - if it looks loo good Lo be true, iL usually is.

The client found out a Lot of information simply by ressarching online. He found the companies involved in the ouilding

and he ressarched tham. He was aware of the issues, but he was confident they could be fixed. He had the money o

pay for the unit, plus funds to invest in fixing issues and he wanted to go ahead. He also had a strala report which the

selling agent had provided to him. So he entered into a contract. The contract had a cooling-off pericd, tut it also said
guite clearly that the purchaser accepted the building ‘as is|, with no further recourse.

ke shared with us all the infarmation he found onling, plus the strata report.
The anling infarmation had already made us nervous, The strata report was warse.
The importance of the strata report

It wasn't a full strata report, It was just 2 Ward document with a few figures on it There was no information about who
had created it who was responsiole for it. We advised our client to get a real strata report. One with all the relevant
information such as

« The financial positien of the strata, including annual income from strata levies and the annual budget
« Minutes of meetings, including the annual gerseral mesting
« A building defects repart if one exists — with information about all the defects
« Any Utigation — whether it’s the strata suing somsaone, or someons suing the strata

Once we saw that report, we had a clearer picture of the issues,

The biggest issue was that the building did not comply with australian fire safety regulations. There were indications that
Council was likely to declare the building uninhabitable. That meant our client (or his tenants) might have to evacuate at

any time, with no notice.

In addition, everyone was suing eacn other. This kind of Utigation generally goas on for years. It may naver be resowed. In
the meantime, you're living in the property, or renting it cut and dealing with it In the worst-case scenario, you can
paying for it but not Uving in it or renting it out since Council have declared it uninhakitable. ITs an ongoing stress.

We flagged this to our client.
Recognising the full risks

His first reaction was to find a way 0 work it out. Az mentioned already, ha felt he had the morey to cover a special levy
and get proolems fixed, We had a long Zoom conference witn hire and the strata inspector and went over the jssues:

« Retrofitting the fire safety would be a complex and expensive task, since the space o install sprinklers and exit signs
didn't exist,
+« Even if he had the money to gat the problem fixed, that didn’t mean every otner awnar had funds.
« Eyvan it all the owners had funds, they might not be willing to pay until the litigation was over, which could take years.
« During all that time, there was a high risk that the Council would reguire evacuation — leaving evervone with massive
debt ard no place to live,

Once he fully understood the gravity of the situation, our client exited the contract under the cooling off period. It was a

hard decision for him Lo rmake. 1L cosl hirm 0.25% of the purchase price, olus Lhe cosl of his searches and his Even

50, il was 2 far beller deal than being sucked into a mortgage and litigation without a real estale assel he could live in
ar rent.

While this slary s an axtreme example,

t's certainly enough to make you think twice about buying strata title property - but if you're looking in certain

suburnos or buying your first horme, you may not have many apt e, it's impaortant to have a good

conveyancer or other property professional on your side. Someone with experience, who knows what to look for and

how to look after your interests.
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