
 

 

AUSTRATA FINANCE – FUNDING PACKAGE 
EXPLANATORY PAPER for GENERAL MEETING OF OWNERS 

Your Owners Corporation is seeking to borrow money using an Austrata Finance Hybrid Loan™ 

facility. This paper provides details of why the Hybrid Loan has been developed, what it is and how it 

works. 

Existing Strata Legislation 

Section 23(3) of the Owners Corporation Act 2006 [VIC] states: 
 
The fees must be based on lot liability. 
 
This means that it is not possible for some owners to pay upfront levies and other owners to pay 

deferred levies over an extended period. In the context of funding arrangements for a significant 

project, all lot owners have to pay an upfront Special Levy OR the Owners Corporation takes out a 

strata loan and everyone pays levies to repay the loan over the loan term. 

The Current Funding Alternatives 

Where a project costs more than the available funds in your Maintenance Fund, there are two 

funding options available. 

Special Levy 

• The project works are funded by an upfront special levy charged to all lot owners 

• The primary benefit of all owners paying an upfront special levy is that the Owners 
Corporation has no debt on its balance sheet, and the ongoing levies are lower than if a loan 
is taken out 

• If there are lot owners who cannot afford to pay the special levy, then the Owners 
Corporation will need to raise additional funds to meet the total project cost, which may be 
done via a standard strata loan 

• If the gap is funded by a standard strata loan, the Owners Corporation will pay interest on 
this loan 

• The Owners Corporation can charge interest to those owners who do not pay the special 
levy, and in Victoria the interest rate is 10%. There is discretion to charge no interest, 
however there is no discretion to charge a rate somewhere in between i.e. the interest rate 
is either 0% or 10% 

• In Victoria an Owners Corporation can take action at any time to recover the unpaid levies, 
meaning the owner could be forced to pay the unpaid levies immediately 

• If an owner who cannot afford to pay the special levy wants to sell their apartment, the 
overdue levies must be disclosed to the incoming purchaser, and these overdue levies will 
be recovered from the sale proceeds and paid to the Owners Corporation.  

Standard Strata Loan 

• The project works are funded by a loan to the Owners Corporation by an external strata 
lender 



 

 

• The primary benefit is that lot owners do not need to pay an upfront amount, instead the 
cost is spread over the life of the loan 

• All lot owners are charged levies to meet the loan repayments over the life of the loan 

• All lot owners effectively pay interest on the strata loan. 

The Hybrid Loan™  

The Austrata Finance Hybrid Loan™ provides a middle ground in allowing: 

a) some owners to pay their share of the project cost upfront and save paying loan interest; 

and 

b) the other owners to pay their share of the project cost over the life of a strata loan, 

and has been designed specifically to conform with Section 23(3) of the Owners Corporation Act 

2006 [VIC]. 

The Hybrid Loan™ combines a loan from Austrata Finance with a loan from one or more lot owners 

who have the financial capacity to pay upfront their share of the total amount being funded. The sum 

of these loans equals the Total Loan Amount being borrowed by the Owners Corporation.  

Each lot owner who pays up front, called a Contributing Lot Owner (CLO), effectively avoids paying 

strata loan interest, achieved as follows: 

- each CLO provides a loan to your Owners Corporation in the amount of the Total Loan Amount 

multiplied by their respective Lot Entitlement percentage 

- if your Owners Corporation is registered for GST, the CLO loan amount is increased by 10%, 

such that the loan amount is identical to what the GST-inclusive special levy would have been 

for that lot owner if the works were being paid upfront by all lot owners 

- the key terms, including the interest rate, length of loan, loan repayment type and loan 

repayment frequency of the loan from the CLOs to the Owners Corporation are identical to the 

key terms of the loan from Austrata Finance to the Owners Corporation  

- the Owners Corporation makes loan repayments on the Total Loan Amount to Austrata Finance 

and to the CLOs 

- additional levy contributions are raised to meet the expected loan repayments 

- these levies are charged to ALL the lot owners in their respective Lot Entitlement percentage 

- the levies payable by each CLO are offset by the loan repayments receivable from the OC on 

their particular loan, the result being the CLO has NO MORE TO PAY 

- the loan repayments from the OC to the CLO are allocated as a credit on the CLO’s quarterly 

levies invoice. 

Simple Example 

The numbers below are indicative only for illustrative purposes only, for an Owners Corporation that 

is not registered for GST. 



 

 

 

Levies Invoices 

As a continuation of the simple example above, below are indicative levies invoices for two lot 

owners, Jane Lin and Mo Ibrahim, both lot owners having a Lot Entitlement percentage of 10%, 

where Jane is a CLO and Mo is not. 

 

Progress Draws 

Your loan is a progress draw loan, meaning that the loan will be drawn down in several tranches 

when the Owners Corporation funds requires the funds.  

Austrata Finance and each of the CLOs will lend the Owners Corporation their relevant percentage of 

the Progress Loan Drawdown Amount each time they are issued a loan drawdown notice by the 

Owners Corporation.  

Continuing the simple example from the prior page: 

- if the first progress loan drawdown is for $300,000, then Jane will deposit $30,000 into the 

Owners Corporation’s bank account and Austrata Finance will deposit $270,000 into the 

Owners Corporation’s bank account;  

LOAN DETAILS

Total Amount Borrowed by OC 1,000,000$    

Interest Rate 7.00%

Loan Term (years) 6                       

Annual Loan Repayments (P&I) 200,000$        

Total Amount Loaned to OC 1,000,000$    

Jane's Lot Entitlement % 10%

Amount Loaned to OC - Jane 100,000$        

Amount Loaned to OC - Austrata 900,000$        

Hybrid Loan product meets strata 
legislation requirements for ALL owners 

to be charged levies
The loan from Jane is “repaid” by 

the levies Jane is charged  
The loan from Austrata is repaid 
from levies paid by all the other 

owners

Lot Owner Paying Upfront Jane

Total Lot Entitlements 1,000               

Jane's Lot Entitlements 100                  

Jane's Lot Entitlement % 10%

After the initial upfront payment, 
Jane pays no more  

Net Annual Cashflow -                   (180,000)        180,000          -                   

Share of Total Amount Loaned to OC 10% 90% 100%

Loan Repayments (paid by) / rec'd from OC 20,000            180,000          (200,000)        

YEARS 1-6

Annual Levies charged by / (paid to) OC (20,000)           (180,000)        -                   200,000          total levies equals total loan repayments

PAYMENT PROFILES FOR JANE, ALL OTHER OWNERS, OWNERS CORPORATION, AUSTRATA FINANCE & BUILDING CONTRACTOR

Jane
All Other 

Owners

Austrata 

Finance

Building 

Contractor

Owners 

Corporation

Lot Entitlements % 10% 90% -                  -                  100%

UPFRONT

Initial Loan To Owner's Corporation (100,000)        -                   (900,000)        -                   1,000,000      

Payment to Building Contractor -                   -                   -                   1,000,000      (1,000,000)     

Ms Jane Lin Tax Invoice 12345 Mr Mo Ibrahim Tax Invoice 12346

Jane's address Due Date   1 July 2022   Mo's address Due Date   1 July 2022   

Levies for the period 1 July 2022 - 30 September 2022 Levies for the period 1 July 2022 - 30 September 2022

Strata Plan Number SP12345 Strata Plan Number SP12345

Address 45 Smith Street, Urbanville, This State, 1234 Address 45 Smith Street, Urbanville, This State, 1234

Lot Number 1 Lot Number 2

Invoice Summary Invoice Summary

Administration Levies 1,000.00$      Administration Levies 1,000.00$      

Maintenance Levies 500.00$          Maintenance Levies 500.00$          

Loan Repayment Levies 5,000.00$      Loan Repayment Levies 5,000.00$      

Total Levies Payable 6,500.00$      Total Levies Payable 6,500.00$      

Less Loan Repayment Credit 5,000.00-$      

Net Amount Owing 1,500.00$      



 

 

- if the second drawdown is for $250,000, then Jane will deposit $25,000 into the Owners 

Corporation’s bank account and Austrata Finance will deposit $225,000 into the Owners 

Corporation’s bank account; 

- and so on until the full amount of the loan that is required is drawn down.  

Accelerated Loan Repayments 

It may transpire that the Owners Corporation has surplus funds, whether arising from proceeds of 

insurance recovery, successful litigation, government grants or for any other reason. 

If the Owners Corporation seeks to make an unscheduled loan repayment, it must apply this 

unscheduled repayment to the Austrata Finance loan and each of the CLO loans in accordance with 

their respective share of the Total Loan Amount. 

Timing Differences between Levies Charged and Actual Loan Repayments 

In practice, due to timing differences, the levies that are charged may not always appear to equal 

the actual loan repayments made, such as in the circumstances described below: 

a) When a loan is initially drawn, if it is drawn down towards the beginning of the levies billing 

cycle, one or more monthly loan repayments may be made by Owners Corporation during 

the current levies billing cycle before the additional levies are collected in the next levies 

billing cycle; 

b) For a progress draw loan, the levies will likely be set based on the anticipated loan 

repayments that reflect when the loan drawdowns are expected to occur, but in practice the 

loan may be drawn earlier or later than originally expected, as required to pay building 

contractors when payments are due; and 

c) For loans that are fully drawn, levies are typically set for a full year, and the loan repayments 

might change during that year, either because the interest rate changes during the year, or 

the Owners Corporation decides during the year to make additional repayments to pay the 

loan off faster. 

In these situations, the levies that CLOs are charged may not be perfectly offset by the loan 

repayments they receive, however, continuing the earlier example, the schedule below highlights 

why these timing differences result in a CLO being no better and no worse off in these situations: 

  



 

 

 

 

CLO Sells Their Apartment 

If a CLO sells their apartment, this will trigger the right for the Owners Corporation to repay the loan, 

which will occur on the last day of the current levies billing cycle. The repayment amount will be the 

amortised loan balance as at the last day of the current billing cycle less an early repayment fee of 

$500. 

Funds to repay the CLO loan will be sourced from an increase in the Austrata Finance loan, subject to 

Austrata Finance’s usual credit assessment process.  

Because the Austrata Finance loan by design has the same interest rate, the same term, the same 

repayment type and same repayment frequency as the CLO loan it is replacing, the replacement of 

the CLO loan with an increase in the Austrata Finance loan WILL RESULT IN NO CHANGE TO LEVIES 

PAYABLE for all Lot owners in the complex. 

 

YEAR 1

 Owners 

Corporation 
Jane

 Other 

Owners 

 Austrata 

Finance 

Lot Entitlements % 10% 90%

Loan Repayment Levies (Charged) / Received 200,000          (20,000)           (180,000)        

Loan Repayments (Paid) / Received (205,000)        20,500            184,500          

Surplus / (Deficit) (5,000)             500                  

Owners Corporation Cash Movement

Increase/(Decrease) in Cash (5,000)             

Jane's percentage ownership of this Cash 10% equal to her Lot Entitlements %

Jane's share of the Increase/(Decrease) in Cash (500)                 

Jane's share of the OC's cash movement equals the difference between the loan repayment levies charged to her and the loan repayments received.

YEAR 2

All else being equal, in Year 2 the Owners Corporation will charge higher levies to cover the shortfall from Year 1

 Owners 

Corporation 
Jane

 Other 

Owners 

 Austrata 

Finance 

Lot Entitlements % 10% 90%

Loan Repayment Levies (Charged) / Received 210,000          (21,000)           (189,000)        

Loan Repayments (Paid) / Received (205,000)        20,500            184,500          

Surplus / (Deficit) 5,000               (500)                 

Owners Corporation Cash Movement

Increase/(Decrease) in Cash 5,000               

Jane's percentage ownership of this Cash 10% equal to her Lot Entitlements %

Jane's share of the Increase/(Decrease) in Cash 500                  her share of this cash deficit is equal to the Surplus on her Loan Repayment Account

Jane's share of the OC's cash movement equals the difference between the loan repayment levies charged to her and the loan repayments received.

YEARS 1 AND 2 COMBINED

Year 1 Year 2 Year 1 + Year 2

Loan Repayment Levies Charged to Jane (20,000)           (21,000)           (41,000)           

Total Loan Repayments Received by Jane 20,500            20,500            41,000            

Surplus / (Deficit) 500                  (500)                 -                   

Over the two year period,  the levies charged to Jane are matched by the loan repayments she receives



 

 

CLO Does Not Contribute Loan Funds 

When Austrata Finance assesses your loan application, it assesses the application based on the Total 

Loan Amount required, regardless of how much the CLOs are contributing. This effectively 

underwrites the initial loan drawdown, ensuring that the Owners Corporation will have the cash 

when it is required. 

If a CLO does not contribute the loan funds to the Owners Corporation either: 

a) at the time of the initial loan drawn down, or 

b) when subsequent progress loan drawdowns are called by the Owners Corporation, 

then the Owners Corporation has the right to terminate the loan agreement with that CLO and repay 

the current loan balance to the CLO, with funds to be sourced from an increase in the Austrata 

Finance loan, subject to Austrata Finance’s usual credit approval process. The repayment amount 

will be the amortised loan balance as at the date of repayment less any early repayment fees. 

Because the Austrata Finance loan by design has the same interest rate, the same term, the same 

repayment type and same repayment frequency as the CLO loan it is replacing, the replacement of 

the CLO loan with an increase in the Austrata Finance loan WILL RESULT IN NO CHANGE TO LEVIES 

PAYABLE for all Lot owners in the complex. 

Austrata Finance will Manage the CLO Loans 

Each of the CLO loans will be serviced/managed by Austrata Finance, which will:  

a) Manage the preparation, execution and storage of loan documents; 

b) Manage the loan ledger; 

c) Provide CLOs with ongoing information about their loan, including providing access to a 

loan management internet portal; 

d) Manage all cashflows associated with the loan; and, 

e) Manage the provision of information to/from the Strata Manager. 

There are NO ongoing fees associated with the management of the CLO loans (nor the management 

of the Austrata Finance loan). 

There is an upfront Establishment Fee payable by the Owners Corporation of 0.5% of the total CLOs 

loan amount, subject to a minimum of $500, to cover the upfront costs in preparing loan and 

associated documents and the ongoing management of the loans.  

Documents 

The three key documents included with this Explanatory Paper are the: 

1. Austrata Finance Loan Contract, containing details of the loan between Austrata Finance 

and the Owners Corporation 

2. Contributing Lot Owner Lending Agreement, which contains three key parts: 

a) The terms of the loan from the CLO to the Owners Corporation 

b) The manner in which the CLO loans and the Austrata Finance loan to the Owners 

Corporation work together, including having equal priority 



 

 

c) The services that Austrata Finance provides to each CLO in managing their loan 

3. Motions to be approved at a General Meeting of Owners 

Processes 

Austrata Finance is a digital end-to-end business. All exchange of written information and execution 

of documents occurs electronically, so if you wish to participate as a CLO you will need to have an 

email address or have access to a trusted party (family member, accountant, lawyer etc) who has 

regular access to an email address. 

Below is a diagrammatic depiction of the process involved in drawing down a Hybrid Loan, noting 

that the timings are indicative only. 

 

Legal Points 

Two key legal points are as follows: 

• If any lot owner is late in paying their levies, regardless of whether the levies are 

Administration Levies, Maintenance Levies or Loan Repayment Levies, the Owners 

Corporation has many remedies available to it, including but not limited to charging interest 

on overdue amounts, taking enforcement action to recover the debt and if required 

ultimately seeking a judgment from to the court to have the lot owner’s apartment sold, 

from which the outstanding levies are recovered from the sale proceeds 

• The CLO loans rank equally alongside the Austrata Finance loan. Any repayments from the 

Owners Corporation must be made in equal share to each of the CLO loans, and the CLO 

loans have equal priority with the Austrata Finance loan if the loans are in default. 

All lot owners are encouraged to obtain independent legal advice in relation to the Hybrid LoanTM 

product. 


