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Bodies Corporate News has a whole new look and a whole new outlook too. As the
only national magazine in South Africa focusing on the legalities and lifestyle of
communal sectional title living, Bodies Corporate News started its life as newslet-
ter-style publication. A few months back negotiations began to produce a new,
improved Bodies Corporate News — with a fresh, modern design and layout and
including lifestyle articles of interest to people in close-proximity living situations
—and here it is, our very first edition of the new-look Bodies Corporate News maga-
zine.Hope you enjoy browsing it.

Rob McWilliams
The Managing Editor
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From 1 July the City of Cape Town will be
billing the owners of sectional title units
separately and directly for Municipal rates
and taxes.BCN interprets the implications
of the new Municipal Rates Act for trus-
tees and owners.

Up till now, your Body Corporate has been re-
ceiving one single account for services such
as sewerage and solid waste removal,and the
rates and taxes on the value of the property.
That's all about to change with the introduc-
tion of the Municipal Rates Act which sees
the implementation of an individual billing
system for sectional title owners.

It doesn't take much imagination to foresee
the kinds of teething problems this system is
likely to have,and, in fact, has already encoun-
tered - for example, there were serious errors
when the City published their valuations of
individual units and the City does not even
have a data base of owners and their ad-
dresses. Although the City hasn't given an in-
dication of how the individual accounts will
be calculated, experts like Graham Paddock
and Tertius Maree are predicting that indi-
vidual owners will end up paying more than

they were when the rates were calculated as
agroup.

Despite these issues, Propell’s legal expert,
Simone, describes the new Act as ‘fairer to
the individual and workable’ She and Propell
CEO, Charles Coetzee, helped BCN to get to
grips with some of the immediate and long-
er-term implications for Bodies Corporate.
These are some of the issues you must think
through and plan for.

Bodies Corporate

It's all about the Annual Budget. A portion of
it is made up of the rates and services

owing to the City. Because Bodies Corporate
prepare their budgets annually and many of
them are already set,and, therefore the levies
are also set, there may be a period of ‘double-
paying’ for some owners who will not only
have to pay their individual accounts but
also their full levies. It is imperative that Bod-
ies Corporate find out what they are legally
permitted to do to prevent this or compen-
sate owners.Your managing agent should be
able to advice you - alternatively, feel free to
call the BCN Helpline. Of course, if your AGM
comes up after 1 July, you will have far fewer
complications. Simply adjust your budget to
exclude the rates and services. In situations
where most of the budget is taken up with
rates, the difference will be quite significant
- but in cases where the levies cover lots of
common ground like parks and swimming
pools, security etc, the reduction will not be
as significant.

Trustees

In some ways you are being relieved of re-
sponsibility. However, bear in mind that,

although each individual owner now be-
comes personally responsible for his or her
rates account, you are still obliged to sort out
any arrears the Body Corporate has with the
City of Cape Town - and that means you are
still going to need to chase down bad pay-
ers who owe the Body Corporate. We're not
sure yet how the City will respond if certain
individuals consistently neglect to pay their
accounts — will they hold the Body Corpo-
rate as a whole, responsible, and withhold
services from the entire complex? It's an un-
predictable situation so make sure you have
adequate fidelity cover. (see interview with
Paddy Herbst in this edition of Bodies Corpo-
rate News).

Owners

If, as the experts are predicting, the new Act
requires more from you than you were pay-
ing previously, you may need to pass this on
to your tenant. Be prepared to make rental
adjustments. Furthermore, be aware that you
will now need two Clearance certificates in
order to sell your unit - one from the Munici-
pality and one from the Body Corporate - but
that if the Body Corporate is in arrears, this
may well affect your individual clearance.

Managing agents

You are likely to be inundated with queries
and be pressured to call meetings or bring
AGM’s forward. Make sure you are well in-
formed about the Act and that you have a
plan in place to discuss with trustees and
owners. Obviously new budgets will need to
be drawn up for 2008.
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Professional Indemnity for
Managing Agents launched (PIMA)

Does your managing agent have professional
indemnity cover?

Says NAMA chairperson Dr Gerhard Jooste “All professional
people that take their status as professional service suppliers
seriously take out Pl Insurance to protect themselves and their
clients. As Managing Agents we believe that we are delivering
a professional para-legal service”

Over the past couple of years there have been great strides in
developing the managing side of sectional title into a more
formalized and professionally recognized industry. We have
seen evolvement of NAMA (The National Association of Ma-
naging Agents) from previously less formal regional associa-
tions, more interaction between authorities and the managing
agents, formal education through Paddocks / UCT for mana-
ging agents, code of conduct and communication means for
sectional title managing agents and more interaction with
other key role players such as insurance advisors, valuation

experts, attorneys, banks, levy financiers, educators and so on.

Graham Paddock, an industry expert and the leader of the
government project to create an Ombud service, explains that
“professional indemnity for managing agents is a welcome ad-
dition in an industry that is becoming more professional every
year and in which increasing standards are being expected
and required” As Mike Addison of Addsure puts it “The con-
cept of Professional Indemnity is part of maturing into a truly
professional industry. Insurance and Financial Advisors for ex-
ample, are required by legislation to disclose whether or not

they hold professional indemnity cover on introduction to a
prospective client. The managing agents are not required to
do this, however, now trustees and owners can ask the ques-
tion — Do you, Mr Managing Agent, have professional indem-
nity cover?”

What does this mean to all stakeholders? GOOD NEWS!

If your managing agent by way of his / her professional error
or advice, causes your body corporate to suffer a loss, and has
this sort of insurance cover - the body corporate is more likely
to be successful in being reimbursed for such a loss.

This product, PIMA, is brought to the industry by Sectional
Title Insurance specialists Addsure who have, together with
NAMA, negotiated this with Phoenix Underwriting Managers.
More information can be obtained from Addsure 021 5515069
or NAMA 012 3311782. %k
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As soon as something new is erected on common property,
or something is changed thereon, every one seems to jump
on theimprovement bandwagon.This is so because the term

improvement is easy to understand and is contained in the
Management Rules.

It is often difficult to obtain the necessary permission from
the owners to effect an improvement. A non-luxurious im-
provement may require a special resolution (75%) by the
owners if the trustees receive a written objection from an
owner. It is interesting to note that such special resolution
must be taken at a general meeting of owners. It cannot be
taken by way of the round robin method.

A luxurious improvement requires a unanimous resolution
by the owners.

Section 38(d), dealing with the powers of the Body Corpo-
rate, is often overlooked. It states as follows:

The Body Corporate may exercise the powers conferred
upon it by or under this Act or the Rules, and such powers
shall include the power where practicable, to establish and
maintain on the common property suitable lawns and gar-
dens and re-creation facilities.

In terms of section 39 of the Act, the powers of the Body Cor-

porate shall, subject to the provisions of the Act, Rules and any
restrictions imposed or directions given by the owners, be per-
formed by the trustees.

Quite often the trustees want to establish new gardens or
change the appearance of existing gardens. This can include
planting new trees, the replacement of lawn with sections of
paving or stones etc. This only requires a trustees’ resolution
and is not an improvement for the purposes of Management
Rule 33.

The Act goes further and empowers the trustees to establish
and maintain recreation facilities. Here it becomes difficult to
distinguish between an improvement for the purposes of Man-
agement Rule 33 and a recreation facility. Factors such as the
cost of the new structure, the type of structure, the effect it will
have on the common property, costs of future maintenance,
the need to raise a special levy, the effect on accumulated re-
serves and the added value to the scheme as a whole should
be taken into account.Therefore a simple braai faci-lity at small
cost can be seen as a recreation facility and only requires a trus-
tees’ resolution. But put a huge roof over it at great expense it
is probably best viewed as an improvement. The building of a
new swimming pool or tennis court is a further example of an
improvement, not a recreation facility, for purposes of Manage-
ment Rule 33.
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Whilst every effort has been made to ensure that the information published
is accurate, the authors, publishers, advertising agency and printers take no
responsibility for any loss or damage suffered by any person as a result of their
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mains the property of Bodies Corporate News and may not be used without
the prior permission of the editor.
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NEW SERVICE FOR THE WESTERN CAPE

Order your Sectional Plans through Bodies Corporate News
Simply email bcn@xsinet.co.za for more information.
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INFORMATION INDEX

- Random free copies are provided to a trustee in a complex.

- If you receive a copy of BCN in error, please pass it on to a trustee.

- Chairmen, confirm your physical address to receive future random free
copies. Simply fax 086 621 6612 or 021 914 1917

- To contribute editorially email your copy to bcn@xsinet.co.za

- To advertise phone 021 880 1366 or email mark@mseed.co.za

- To view past issues visit our website www.bcn.co.za

- To subscribe, complete the form below or phone Tony Milward
on 021914 1506 or email milward1@telkomsa.net

- For legal Sectional Title advice phone 021 886 9504 (Cape),
031 266 7330 (Natal) or 011 622 3622 (Gauteng).
There are legal costs associated with the legal advice.

SUBSCRIBE ANNUALLY TO BCN

For Only R88 (R56 for trustees) and receive:

+ Advice from Sectional Title experts
| » Access to a data bank of information discounted
for subscribers
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Fax: Cell:

| Email:
Chairman 0  Owner O Managing Agent O Trustee O Tenant O
| Cheque Enclosed O Postal order enclosed (1

Direct deposit or transfer to O

| Made in favour of Bodies Corporate News, and posted to
¥ PO Box 1530, Durbanville 7551



