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THE SPEAKER

COUNCIL ITEM

SUBJECT . PAYMENT oOF MARKET RELATED RENTALS ON
REFURBISHED MUNICIPAL RESIDENTIAL RENTAL
PROPERTIES: EXEMPTION OF OMEGA AND STILLERUS OLD
AGE HOMES

1. PURPOSE

2. STRATEGIC INTENT

Promote Sustainable Human Settlements and Improved Quality of Household Life
3. FOR CONSIDERATION AND DECISION BY

Council
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4. BACKGROUND

According to the Renta] Housing Act, 1999 (Act 50 of 1999), as amended; the
esponsibility of Government in respect of rental housing property include, among other

5.1 Bloemhof ‘R 3500
52 Lourierpark (Tendemood; Honeybel/: Krufsbessie) "R 3000
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5.3 Stillerus (bachelor unit) ‘R 1500
5.4 Stillerus (single bedroom unit 'R 2000
5.4 Omega 'R 1500

The Municipality has valid leases with all the tenants in these rental properties. Section
5 of the Rental Housing Act, 1999 gives direction in terms of matters pertaining to
leases. Subsection 6 provides that “4 lease contemplated in subsection (2) must include
the amount of rental of the dwem‘ng and reasonable escalation, if any, to be paid in
terms of the leage”. The Rental Housing Act Unfair Practices Regulations also reiterates
that an increase needs to be negotiated with the tenant and Needs to be reasonable.”
These clauses open the door for negotiations between the tenant angd the landlorg. If
the landlord ang tenant find that they cannot agree on such an increase; the option left
to both parties would be to give notice. The landiord therefore may be within his rights to
give the tenant notice of the lease 'S termination for the length of time stipulated in the
lease. Similarty, the tenant can also give notice and vacate the premises.

Itis critical to note that the termination of the lease in respect of renta| housing property
should not constitute an unfair Practice [Relations between Tenants and Landlords (ss
4-5). To stay within The Rental Housing Act Unfair Practices Regulations
reasonableness, Council must consider the following when adjusting rentals to market
related rentals:

up leases incorporate a clause specifying that an annual increase will be an agreed
percentage (quite often around 10%),

b) Landlords need lo take into account that the Rental Housing Act Unfair Practices
Regulations states that an increase needs to be negotiated with the tenant and that
the increase needs to be reasonable,

d) Guidelines in the sector provide that 30% is the threshold or the maximum
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6. APPLICATION OF THE MARKET RELATED RENTALS

The adjustment of rentals to market related rentals in respect of Bloemhof and
Lourierpark (Tenderwood:- Honeybell: Kruisbessie) rental housing schemes will be dealt

with in terms of the Standing Council Resolution 108H (7) dated 25 October 2007
(Annexure A),

person (Annexure B). The 30% threshold puts the affordability of a| these tenants at
R480.00 rental permonth. The application of the market related rentals of R 1 500,00

reasonable.

7. RECOMMENDATIONS
Itis recommended that:

7.1. Council takes note of the market related rentals payable on the recently
refurbished Omega and Stillerus O1g Age Homes,

7.2.  Council grant approval for the exclusion or €xemption of Omega ang Stillerus Old
Age Homes from paying market related rentals as determined by the City Valuer,

7.3.  Processes and €ngagements with all relevant stakeholders be commenced with

7.4.  The 30% threshold of the gross salary, being the old age grant, be implemented
in Omega Old Age Home,
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7.5, Council takes note that all tenants af Stillerus Olg Age Home are already paying
an equivalent of the 309 threshold of the old age grants received, and

76. The application of the maximum percentage in 7.4 above be applied within the
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