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A feasible composting solution for sectional title unit occupants
By Rob Paddock

Many homeowners with gardens in South Africa have some kind of composting system in
operation, and are able to turn their organic kitchen and garden waste into useful compost
with very little effort. However, for people living in sectional title schemes looking to
compost their organic waste, composting is substantially harder. Firstly, most occupants are
not inclined to keep a smelly decomposing heap of organic waste on their bathroom floor,
and secondly, even fewer are happy to have the associated pests and wildlife that inevitably
come with a conventional compost heap.

There is a rather wiggly and surprisingly clean and odour-free solution to this predicament
for sectional title occupants: red worms.

Vermicomposting, or worm composting, is the decomposition of organic waste with red
worms in a custom-built “wormery”. The process creates a fine black granular compost
called "castings". Worm castings are an excellent source of slow-release soil nutrients for
your unit’s pot plants. They also act as an excellent soil additive that prevents the soil from
caking in potted plants.

Considerations for your wormery

There are a number of pre-manufactured and purpose-built wormeries available from
specialist stores or online. However, if you want to make your own wormery, here are a few
tips:

Bedding — Red worms can live in wormeries made from plastic or wood. These containers
are partially filled with bedding material, most commonly shredded newspaper, shredded
cardboard, straw or a combination of these materials.

Moisture — The worm bedding should be kept as moist as a well-wrung sponge.
Occasionally, the bedding can become too wet and needs to be gently loosened with a hand
cultivator or small garden fork.

Acidity — Red worms prefer bedding that it slightly acidic. However, if the materials added
are very acidic, add crushed and dried eggshells to reduce the acidity.

Light — Red worms are very sensitive to light and need an opaque bin that has a lid or a dark
plastic bag placed over the bedding to keep the light out.

Ventilation — Most wormeries also have some means of ventilation, either through holes
drilled in the bin itself or a system of air tubing that runs through the bin from one side to
another. Additional dry bedding material can also be added to help keep air in the bedding.

Drainage — Wormeries with holes in the bottom for drainage should be placed on one by
two inch blocks on a plastic tray. The tray will collect any liquid that drains from the bin. A
piece of sheer fabric should be laid over the drainage holes to prevent the worms from
falling through.

Choosing the size of your bin
The following guide will help you decide what size of wormery you will need. You should





keep in mind that red worms eat their own weight in food every day. In other words, if you
produce two kilograms of organic waste every day, then you should have two kilograms of
worms in your bin. If you find that your red worms are being overfed, simply get another bin
and more wormes.

Number of people |Quantity of worms |Bin size

1to2 0.5kg 60 x 60 x 30 cm
2to3 1lkg 75x60x30cm
4t06 1.5to 2 kg 90x 60x30cm

Finding your worms
While suitable worms can be found in the wild, the most sensible option is to purchase your
worms from specialist stores or commercial growers.

| ended my last article on recycling in sectional title schemes by saying, “If you are serious
about making a change, bear in mind that it takes 21 days to break a habit.”

That is fine to say when it comes to recycling in your scheme. However, it may take a bit

longer than 21 days to get over phobias that exist around wriggly creatures like red worms.
My advice is to grit your teeth and get through it; you'll learn to love them eventually!

Rob Paddock is the operations director for Paddocks. Click here to see the schedule of
training courses, or for free sectional title advice go to www.sto.co.za.

Article reference: Paddocks Press: Volume 5, Issue 6, Page 5
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Does accounting practice still make us “GAAP”?
By Clint Riddin

For those readers who do not understand Afrikaans, the word “gaap” means to yawn, and
since some people believe accounting is boring, the reference to GAAP seemed appropriate.
Why anyone would find this topic boring, however, is beyond me. The thrill of balancing is
an indescribable high.

For some time now, South Africa has been aligning itself with the International Financial
Reporting Standards (IFRS), which means we will soon stop using and referencing Generally
Accepted Accounting Practice (GAAP).

Full IFRS compliance is very onerous and costly, and is not an appropriate accounting
standard in many instances for many types of business, such as sole traders, partnerships
and others. This argument can also extend to bodies corporate and home owners’
associations.

For some time, South Africa used an accounting standard that was referred to as GAAP for
SMEs to give smaller entities an alternative, and it was this standard that seemed to be the
best fit for bodies corporate. In August 2009, South Africa adopted IFRS for SMEs, which is
similar in many ways to GAAP for SMEs and has now scrapped the local standard.

We refer to IFRS for SMEs as the “best fit” for sectional title as full IFRS compliance is
seemingly not necessary, but governance and reporting aspects are key in scheme
management and so a good reporting standard is necessary. However, in our view, some
accounting aspects in sectional title are not applicable and so there is a need to deviate
from IFRS for SMEs.

One such standard is the treatment of fixed assets and depreciation; as a body corporate is
not a trading entity, and given that the tax aspects and treatment are very different, there is
no need to depreciate assets. So, the full cost should be expensed when any asset is
acquired or built. There are exceptions to this suggested treatment, such as fixed property.

PMR 37(1) of the Sectional Tiles Act still refers to financial statements being prepared in
accordance with generally accepted accounting practice; given that this standard has been
replaced with IFRS, it could be argued that all bodies corporate should have financial
statements prepared in compliance with full IFRS, at great expense.

Perhaps this aspect should be amended to at the very least IFRS for SMEs. But a better
consideration may be to revisit the needs of users of sectional title financial information and
adopt a more meaningful reporting standard that is appropriate and informative. Another
reporting standard is possible provided that the basis on which the financial statements
have been prepared has been set out clearly.

Consideration should be given to aspects such as compliance with rules, proper
determination of levies, and compliance with any section 39(1) restrictions or directions
which may have been given to trustees by members in general meeting. Treatment of assets





and what constitutes an asset should also be defined. These are just a few of the possible
inclusions to a changed reporting standard.

Clint Riddin of Clint Riddin & Associates is a sectional title accountant specialised in
accounting, income tax and secretarial services to bodies corporate. Clint is the Course
Convener of the 5-week online Sectional Title Bookkeeping course, which starts on 16
August 2010. This course includes information on IFRS, the latest amendments to
accounting practice, the legal aspects of sectional title bookkeeping and much more. Contact
Kate on 021 685 4775 or kate@paddocks.co.za for more information.
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Formalising parking arrangements by creating rule-based exclusive use areas
By Jennifer Paddock

In many sectional title schemes in South Africa, owners and tenants have tacit
arrangements, generally established over long periods of time, in respect of who is
“entitled” to park where. Many people really believe that a particular parking bay is “theirs”,
although legally they have no greater right to use it than anyone else in the scheme.

Provided it is not a contentious issue, formalising the situation relating to parking bays in
these schemes will be beneficial not only to the owners of sections — their sections will be
more valuable because they can be sold with parking bays legally attached — but also to the
body corporate, as it will legally be entitled to recover money from owners in relation to the
costs it expends on the parking bays.

There are only two ways in which a body corporate can create rights to exclusive use
areas. The first is in terms of section 27 of the Sectional Titles Act 95 of 1986 (“the Act”) and
is registered on the scheme's sectional plan. The second is in terms of section 27A, which is
created in terms of the scheme's rules. The section 27 procedure is more expensive because
the services of a land surveyor or architect must be employed, is time consuming and
requires a unanimous resolution of the body corporate, which is often very difficult to
obtain. The procedure in terms of section 27A, however, is much cheaper and easier as it
does not require the services of a land surveyor or architect and only requires a special
resolution of the body corporate if conduct rules are made.

Section 27A of the Act allows the body corporate to make rules, either management rules
by unanimous resolution or conduct rules by special resolution, which confer rights of
exclusive use and enjoyment of parts of the common property upon members of the body
corporate. It also requires that the rules include a layout plan to scale which clearly indicates
the locality of the distinctively numbered exclusive use areas, as well as the purpose for
which the areas will be used and an allocation schedule detailing which owner will be
entitled to use and enjoy each exclusive use area.

These two sections of the Act are the only ones that provide for the creation of exclusive use
rights as that term is used in the Act. It is sometimes suggested that areas that are only
accessible from one section and therefore are not ordinarily available for the use of other
owners are "de facto" exclusive use areas. The concept of exclusive use, as it is used in the
Act, depends on the existence of an agreement between owners, either under section 27 or
section 27A. It is not possible to create exclusive use areas without an underlying agreement
to this effect between owners and the Act gives specific directions as to the ways in which
this agreement can be obtained and must be formalised.

Jennifer Paddock is a sectional title expert. Click here to see the schedule of training
courses, or for free sectional title advice go to www.sto.co.za.

Article reference: Paddocks Press Volume 5, Issue 6, Page 4
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Q&A with Jennifer Paddock - 2010 06
By Jennifer Paddock

Contractually obligating owners

Q1: | would like to know if the trustees can contractually obligate owners without notifying
owners.

In our case, our trustees signed a contract with a garden service that we cannot get out of,
and we are under financial constraints. Also, can trustees be removed and banned from
being trustees again in the future?

Al: The trustees are the elected managers of the body corporate and are the people who
are empowered in terms of the Sectional Titles Act, 1986 to carry out the functions and
powers of the body corporate. One of the body corporate's powers is to appoint such agents
and employees as it deems fit. Provided the budget approved at the last AGM made
provision for maintaining the gardens in the scheme, the trustees would be entitled to enter
into a contract for garden services on behalf of the body corporate.

As for removing the trustees, the prescribed rules allow the owners in general meeting to
remove a trustee by passing an ordinary resolution to that effect, but the notice calling the
meeting must disclose the intention to vote upon this removal. There is no provision in the
Act or the rules for banning a person from acting as a trustee in the future.

Roof in dire need of repair

Q2: We are a body corporate of 11 units and we share one roof. We have been having
problems with leaks from our roof for the last 2 years and in time, the problem has only
gotten worse. We tried claiming from the insurance about 2 years ago to have the leaks
repaired but the insurer has refused to pay out, citing that the body corporate has not
maintained the roof for years and therefore cannot claim for it now. We now face bearing
the cost of repairing the roof ourselves. Due to the cost, we have been unable to get
majority on this issue and have delayed it each year. Obviously, each year, the cost of
repairing also goes up.

This year, the trustees have decided to declare a special levy to fix the roof. However, we are
worried that some owners might default in paying as "their part of the roof" is not leaking.
How can we enforce this special levy?

A2: The owners need to understand that they own undivided shares in all of the common
property and therefore they cannot differentiate "their part of the roof" from any other part
of the roof. The roof is common property and therefore the whole roof is owned by all
owners.

Before the special levy is raised, the trustees must ensure that they have set a rate of
interest to accrue to arrear levies in terms of PMR 31(6). Then they must raise the special
levy and if owners default, the trustees can warn them in writing that if they don't pay the
overdue amount within a certain period (for example 7 days), they will be handed over to a
debt-collecting attorney and will be responsible for the legal costs involved in terms of PMR
31(5). The trustees must then hand the defaulter over to a debt collecting attorney if s/he
does not rectify the default within the given period.





It's a tough route to follow but there really isn't an alternative.
AGM

Q3: The recent AGM minutes from the managing agent clearly indicate | am entitled to the
names and addresses of the owners, and the Sectional Titles Act verifies this. The managing
agent has reneged on his word and mentions the right to privacy as "some" owners don't
want this revealed! Strange, since most people are in the phone directory, on Twitter and so
on, and one can push the DELETE button on emails if one doesn't want to answer.

What is the position and how does one exercise this right without litigation, which is an
expensive process?

The Promotion of Access to Information Act, 2000 also indicates transparency and the right
to such info.

A3: In terms of section 37(1)(l) of the Sectional Titles Act, 1986 it is one of the functions of
the body corporate "to comply with any reasonable request for the names and addresses of
the persons who are the trustees of the body corporate... or who are members of the body
corporate".

The functions of the body corporate are carried out by the trustees and the trustees may
delegate some of their functions and duties to the scheme's managing agent. So either the
trustees or the managing agent are obliged to comply with your reasonable request for the
names and addresses of the owners in the scheme.

Jennifer Paddock is a sectional title expert. Click here to see the schedule of training
courses, or for free sectional title advice go to www.sto.co.za.

Article reference: Paddocks Press Volume 5, Issue 6, Page 6
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