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Kevin Pai is a Partner of Bugden Allen Group Legal.
His work focuses on strata and community title
development, complex and mixed-use titling, project
restructuring, body corporate governance and
management rights. He acts for developers, bodies
corporate, resident managers, financiers, investors
and overseas participants on transactions,
governance and disputes.
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Kevin is an honours law graduate of the University of
Queensland and a member of the Australian College of
Strata Lawyers, the Urban Development Institute of
Australia (Queensland) and Strata Community
Association (Queensland). He acts on both sides of
the management rights relationship, which is the
reason this guide is written from three perspectives
rather than one.
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Reader note
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IMPORTANT EERTR

This guide is general educational information, not
legal, financial, tax or investment advice. Outcomes
in a management rights transaction turn on the actu-
al caretaking agreement, letting authorisation, com-
munity management statement, applicable regulation
module and current law. Obtain independent
Queensland legal advice before signing a contract,
granting or withholding approval, waiving a
condition, or settling.

Terminology follows the statute. The Body Corporate
and Community Management Act 1997 (Qld) speaks
of a "service contractor" and a "letting agent"; the
market speaks of a "caretaker", an "onsite manager"
or a "resident manager". Where the legal con-
sequence depends on the statutory category, this
guide uses the statutory word. Traditional Chinese
terms follow the standard Australian strata glossary;
where a translation differs from the English text, the
English text governs.
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Editorial method

Each subject first identifies the legal structure, then
explains how it operates in practice, then states the
consequence for the party whose perspective is un-
der discussion. Chapters 1 and 2 establish the frame-
work common to all three parties. Chapters 3, 4 and 5
take the body corporate, the seller and the buyer in
turn. Chapter 6 addresses what happens when an
assignment fails.

Legislation current to 6 August 2026.
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CHAPTER 4 — THE SELLER'S PERSPECTIVE

A seller of management rights is selling a contractual
position that a third party has to approve. That single
fact shapes everything: the preparation, the contract,
the timetable and the seller's residual exposure after
settlement.
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Preparation begins well before the market
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The value of the business is a function of net profit
and unexpired term. Both are capable of being im-
proved before sale, and neither can be improved
quickly. A top-up motion requires a general meeting,
which requires notice, which requires a committee
willing to put the motion. A seller who decides to sell
and then discovers that four years remain has left the
work too late.

The same applies to compliance. An outstanding re-
medial action notice, an unresolved complaint history,
an unapproved alteration to common property or a
lapsed licence each become disclosure items and ne-
gotiating leverage for the buyer. They are cheaper to
fix as the incumbent than to warrant as the seller.

PRACTICAL CHECKLIST B 58

» Confirm the unexpired term and whether a top-up
is realistic with this committee.

» Close out every remedial action notice and
documented complaint.

» Reconcile the letting appointments against the
units actually in the pool.

» Check the transfer fee position against your own
initial contract date.

» Obtain the financier's in-principle position on
release before listing.
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CHAPTER 4 — THE SELLER'S PERSPECTIVE

4.2
The contract and its conditions
B8 B HAR

A management rights contract is conditional by ne-
cessity. The essential conditions are body corporate
approval of the transfer, the buyer's finance, and veri-
fication of the income the business is represented to
produce. Each must have a date, a standard of satis-
faction and a consequence, and the seller should res-
ist conditions expressed as the buyer's unqualified
satisfaction.

The approval condition deserves particular attention.
It should oblige the buyer to lodge a complete applica-
tion within a short, fixed period, to provide the inform-
ation the body corporate reasonably requests, and to
attend an interview. Without those obligations the
seller has given the buyer control of the timetable and,
in effect, an option.
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The approval condition should oblige the buyer to lodge early and completely — otherwise the seller has handed the buyer control of the

timetable.
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PRACTICAL EFFECT EHME

The seller cannot control the body corporate's de-
cision. The seller can control whether the buyer
gives the body corporate a proper opportunity to
make it.
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CHAPTER 4 — THE SELLER'S PERSPECTIVE

4.3
Verification of income
W ARZE

Verification is the process by which the buyer's ac-
countant tests the profit figure on which the price was
calculated. It is the most common point of renegoti-
ation, and the most avoidable. The figures presented
at the outset should be the figures the accountant will
find, on the basis the contract specifies.

Three adjustments recur. Body corporate remunera-
tion should be stated on the contractual basis, includ-
ing any indexation due before settlement. Letting in-
come should exclude units under notice or already
withdrawn. Owner-occupied and related-party ar-
rangements should be identified rather than absorbed
into the pool.

4.4
Warranties, restraint and handover
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The buyer will seek warranties as to the accuracy of
the financial information, the currency of the agree-
ments, the absence of breach and the absence of un-
disclosed disputes. A seller should confine warranties
to matters within its knowledge, define that know-
ledge, cap liability and impose a claims period. Un-
capped warranties on a business sold for a multiple of
profit are a disproportionate risk.

A restraint of trade is standard and should be drafted
to be enforceable rather than ambitious: a defined
activity, a defined radius, a defined period, and cas-
cading alternatives. The handover or training period
should be specified in days and in content, because a
vague handover obligation is a dispute waiting for a
slow first month.
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CHAPTER 4 — THE SELLER'S PERSPECTIVE

4.5
What settlement does not end
RZENE AL IER BT

An assignment moves the seller's rights under the
scheme instruments to the buyer and, once the body
corporate approves the transfer and the buyer signs
the deed of covenant, moves the obligations as well. It
does nothing to any separate promise the seller has
made to a third party.

A personal guarantee given to a financier, to the land-
lord under an office lease, or to a trade supplier con-
tinues to bind the seller after settlement unless the
party holding it agrees to release it. Sellers commonly
assume that paying out the loan ends the guarantee.
Paying out the loan ends the debt; the guarantee is a
separate instrument and requires a separate written
release, negotiated before settlement rather than after
it.

The second residual exposure is the transfer fee.
Where the transfer is approved within the prescribed
period after the seller's own initial contract date, the
fee is payable by the transferor, and a transferor
claiming that an exception applies must tell the body
corporate. Because the fee is calculated on the value
of the transfer it can be a substantial sum, and a seller
who has not built it into the price simply pays it out of
the proceeds.

PRACTICAL EFFECT BFM2

Settlement ends the seller's income on the day it
happens. It ends the seller's obligations only to the
extent each one has been separately released in
writing.
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Managing the body corporate relationship during a sale
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The seller has one asset in the approval process that
the buyer does not: standing with the committee. A
seller who tells the committee early, introduces the
buyer properly, and answers questions candidly ma-
terially improves the prospect of a timely approval. A
seller who presents the assignment as a fait accompli
invites the opposite.
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CHAPTER 4 — THE SELLER'S PERSPECTIVE

The codes of conduct continue to bind the seller unti
the engagement ends. Pressure applied to committee
members, or attempts to influence the composition of
the committee during a sale, are conduct issues under
Schedules 2 and 3 and they travel badly in any
subsequent dispute.
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CHAPTER 6 — WHEN AN ASSIGNMENT FAILS

ITEM DETAIL
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Principal sources: Body Corporate and Community
Management Act 1997 (Qld); Body Corporate and
Community Management (Standard Module) Regula-
tion 2020; Body Corporate and Community Manage-
ment (Accommodation Module) Regulation 2020;
Property Occupations Act 2014 (QlId); Atlantis West
[2024] QBCCMCmr 340.
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