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In this, the eighteenth set of notes for your STSMA Reference Guide, Regulation 2 of the Act is discussed. 
 
SECTION REGULATION 2 (MINIMUM AMOUNTS FOR RESERVE FUND) REFERENCES & SEARCH WORDS 

 
 
 
 
 

The obligation to have a reserve fund is a newcomer to sectional title law.  Although many 
schemes in the past saw the advantage of establishing funds to cover unexpected (large) 
maintenance obligations that may arise, it only became obligatory to establish such a fund 
with the coming into operation of the STSMA in October 2016. 
 
The reserve fund must primarily be used to cover the (unexpected) costs of future 
maintenance and repairs of the common property, i.e. expenses that were not foreseen 
when the budget was drafted and approved.    
 
The minimum amount to be held in the reserve fund is prescribed in regulation 2 and is 
based on a comparison between the amount left over in the reserve fund at the end of a 
budget year with the amounts raised in the administrative fund in that (past) budget year.  
 
 
 

Reserve fund 
 
 

REG 2 The minimum amount to be included in the budget of a next financial year is to be 
calculated as follows:  

Calculation of minimum amounts 

REG 2(a) If the money in the reserve fund  - at the end of the previous financial year  - is less than 
25% of the total contributions to the administrative fund for that previous financial year, 
then the new year’s budget must include, as contribution to the reserve fund, at least 15% 
of the budgeted contribution to the administrative fund. 
 
For example: The previous year’s contribution to the administrative fund was R100 000, 
and at the end of that financial year, there is less than R25 000 in the reserve fund. When 
the budget for the new year is drawn up and the levies for the forthcoming 12 month 
period is set at R120 000, then an additional 15% must be raised to be paid into the 

Reserve fund less than 25% of previous year’s 
admin fund contributions 
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reserve fund. In other words, the total contributions to be collected in the next year is 
R120 000 + (15% x R120 000) = R138 000. 
 
 
 

REG 2(b) If the money in the reserve fund  - at the end of the previous financial year  - is equal to or 
greater than 100% of the total contributions to the administrative fund for that previous 
financial year, there is no minimum contribution to the reserve fund. 
 
For example: The previous year’s contribution to the administrative fund was R100 000, 
and at the end of that financial year, there is R110 000 in the reserve fund. Then there is 
no minimum amount that must be included in the next year’s budget in respect of 
contributions to the reserve fund. 
 
 
 

Reserve fund equals or is more than previous 
year’s admin fund contributions 

REG 2(c) If the money in the reserve fund  - at the end of the previous financial year  - is more than 
25% but less than 100% of the total contributions to the administrative fund for that 
previous financial year, then the amount to include in the budget for the reserve fund  
contribution must be at least the same amount budgeted to be spent from the 
administrative fund on repairs and maintenance to the common property in the financial 
year being budgeted for. 
 
For example: At the end of the financial year there is R30 000 in the reserve fund. For that 
financial year, the total contributions to the administrative fund was R100 000. R35 000 
was spent in that budget year on maintenance and repairs. 
Because there is more than 25% but less than 100% of the contribution to the 
administrative fund in the reserve fund at the end of the year, the minimum amount to be 
included in the new year’s budget, as the reserve fund contribution, is R35 000. 
If the administrative fund levies for the new year is R120 000, then R35 000 must be 
added , coming to a total of R155 000. 

Reserve fund more than 25% of previous year’s 
admin fund contributions, but less than 100% 
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