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1. The business operating and basic system concerning to housing for sale

(1) The condominium ownership and home-owners organization

+ Divided ownership

Every unit in apartment housing is owned by a resident respectively (an owner of
condominium). These spaces of unites are named as "individual ownership space" in
the building and the managing work of the housing space is commonly under the
owner's responsibility. The spaces other than the unit, such as corridors, stair-ways,
elevators in common use, roofs and exterior-walls of building, parking areas for cars
and bicycles, assembly halls are named as "space for common use" and the managing

work is carried out with cooperation with all of residents.

+ Housing owners organization

To perform these managing works for the common spaces and facilities properly, an
organization consisting of all residents "housing owners organization" is considered
necessary. The condominium owners law article 3 states (hereafter refer to the Law)
"The resident should establish an organization and all of them are obligatory to be the

members."

Considering the objective, the work of the organization is primarily managing and
maintaining apartment housings as clean and properly as possible and ensure healthy
and agreeable living standard for the residents, the organization is not established

simply by the prescription of the law but as a spontaneous necessity.

(2) Management of apartment housing

As to management of apartment housings and activities of housing owners
organization, there could be classified into 3 kinds of works as stated in the following
paragraphs. The first is as to maintenance and repair works of buildings, the second is
as to daily life management (life of community) and the third is as to overall operative

managing activities.

+ Maintenance repair works: This category includes daily clean-up, check-up of various
installations and repair work of corridors, staircases, elevators, parking lot for vehicles,

bicycles and motorbikes, and assembly hall.

+ Life management: This category includes daily collective-life of resident. There are a
lot of problems, such as breeding of pets in unit, complaints of neighboring piano-sound,
illegal car parking on road etc. There should be accordingly made some rules to ensure
healthy and agreeable life for all residents and their positive cooperation and

movement to stick up those rules is indispensable.



+ Overall operative management: This category covers establishment of various rules
for building maintenance and creation of agreeable collective life, which can not be
realized by individual owner. For instance money should be collected for maintenance
work from each resident and spent properly, therefore a meeting by residents is to be
called for deciding the plan and its allotment. These are some of operative

management.

(3) Management of housing owners’ organization
* Members of housing owners organization
The organization consists of individual owners, including "owners living outside the

estate".

There are some organizations by residents in Japan such as a residents’ association or
a neighborhood association. These organizations are voluntary and not based on a law,
while housing owners’ organizations are based on the Law and all the residents should
be the members.

The Law article 3 states "An organization should be formed to manage and maintain
buildings , site and incidental facilities properly by all the residents-:-” and does not
refers the name of the organization, but in most cases it has been named as "Housing
owners’ organization: KANRI-KUMIAI in Japanese.”

* The managing agreement

As the base of managing activities, there should be the managing agreement by
residents. Every managing works also performed in comply with the Law.
Managing agreement contains various rules made by residents at their own
conveniences based to the law. Every resident own their house, however, they cannot do
whatsoever they want. There live many people in one building and there should be
some rules so that everybody can live agreeably. For instance, the rule states "Use of
one unit as an office is not authorized, breeding of pet dogs and cats is prohibited or if
should it be allowed, try to keep to the rule of the breeding, and the expense for
building repair and maintenance work per resident is so and so'--" The agreement
therefore is considered as the constitution for life in apartment housings, which
contains the rules how to manage and utilize buildings and facilities for those who live

there or intend to live in the unit.

As explained above, the agreement is made based on the Law. It cannot cover
everything necessary, and items not subject to the Law are invalid even if they are

included in the agreement.



There is the standard stipulation of management as a model of the agreement, which is
named "the standard stipulation of medium, high-storied apartment housing
management". This standard refers to 3 types; the first is for one building, the second
is for more than 2 buildings and the third is for one building with space for shops on 1st

floor.

- Assembly

Based on the Law, the residents are able to establish the agreement. Decision making,
however, should be performed through the process of "Assembly of residents". The
essential items concerning to management should be decided through the meeting
joined with all the residents, and the decisions made in the meeting have the same
validity as the agreement. Every resident has the right to join the meeting and to vote,

this is a direct democratic procedure.

The Law prescribes the process of decision-making through assembly and there are 2

n

ways for the process; "common decision-making " and "specific decision-making". The

essential items related with managing principle, such as "change of utilization for

common spaces " or "change of the site and incidental facilities " should be decided
through the assembly process, which is the case of "specific decision-making". Among
the decision-making, "change of agreement", "change to the corporative" and "breakup
of the corporative" should not be decided without the consent of more than three-fourth
of the voters. As to the replacement of housing, there should be the consent of more
than four-fifth of voters. The consent of more than half the voters is not sufficient
enough to proceed the replacement. In managing process, at least once a year the
assembly is to be held as general one, and all of residents are expected to join. In the
assembly, the business and financial report of the year are made and review and
determination of business project, budget planning for the coming year and the change

of directors are to be made. If necessary, there will be extraordinary meeting.

+ The administrator

It goes without saying that the agreement and assembly in managing activities of
apartment housings are essential and at the same time, there is the administrator as
the highest responsible person in management operation. The administrator is selected
by residents through assembly. He governs and integrates all the managing operations.
Person or corporative other than the residents is eligible to be the administrator, but
considering the idea of direct democracy in management, the representative of

residents (the chairman of the board of directors) is considered most appropriate.

 Board of directors

Directors and auditors are to be selected among the residents. The board consists of



directors and the chairman of the board is to be selected among directors, which is not
stipulated in the law. This system facilitate the decision-making in lieu of calling
resident-meeting whenever necessary. The board members are selected among the
residents and it act as an executive organ of the organization. Auditors are also
selected among the residents. In our country this board of directors plays the vital role

in management operation.

(4) Assignment to managing company

+ Job of managing company and manager
Directors of association are selected on a rotation basis and they perform the role as a
volunteer. They have, however, their work in the daytime respectively and find difficult
to achieve the duty properly. This is the reason for assigning some of management

works to private companies. Managers from residents help the activities of company.

There are 4 major works entrusted to the company. The first is office work
management, the second is managing work subject to the direction of managers, the
third is the work of clean-up and the fourth is work related to various installations and

equipments.

These classifications have been made in comply with the standard stipulation of
managing works on commission for medium or high-storied apartment housings.
According to this standard contract, the association usually entrusts most part of the

works to private managing companies.

The office work contains accounting jobs including collecting administration expenses
from residents, paying of electricity fee for common spaces, and work-sharing of

clean-up works to cleaning companies.

Managing works covers reception, inspection and joint inspection with the manager for

various installations.

Clean-up work covers those of entrance-hall, corridors and stairway, assembly-halls,
and exterior spaces like garbage stores. In case of large housing estate, there needs

some fees for trimming of trees.

The works related with installation includes those of routine inspections for elevators,

fire-protection equipments etc.

In most cases the above 4 kinds of works are entrusted to private managing companies.

The association hires sometimes experts or companies of specialty in care-taking works



for trees, gardening or check-up for installations.

(5) Expenses necessary for management - management expense and reserved fund for
repair works.

For management activities for housings, there are 2 kinds of expenses applied as stated
above. The management expenses include the payment for managing staffs, electric
and water service for common spaces and maintenance, check-up for elevators. Among
these expenses, the payment to private managing companies, managing staffs and
check-up job for elevators have major portions of all, and in case of small scale of
estates, these expenses, therefore, become rather comparatively higher per unit than

those of large housing estate.

The reserve fund for repair works is the saving fund of preparation for future repair
works. It is common perception that without sufficient funds, repair works will not be
performed adequately by the association and a system of collecting fund from residents
monthly as the deposit fund for such repair works in future is applied present rather
than collecting the expenses when necessary. In case of housing for sale in these days,
there are many in which this reserved fund of a lump sum are collected from residents
when they start living. Managing expenses and reserved fund for repair works have
different objectives respectively and should these expenses be collected at the same
time from residents, the reserved funds must be separated clearly and saved for future

use.

(6) Land ownership

The civil law states that real estate are land and the fixed structures on land (article
86) The building standard code article 2 states among structures, a building has a roof,
walls or columns. The real-estate registration law article 14 states there are 2 kinds of
registration books, that is for land and buildings. It is common practice to understand,

therefore, that the real estate is defined as land and building.

The civic law article 206 states landowner has the right to use his property, plan to
make profit from its usage and dispose of it. There are some decades of laws and codes,
however, to restrict this ownership. The city planning law, aiming at sound, healthy
development and orderly arrangement of city, and the building standard code, aiming
at establishing safety, fire-prevention, hygienic-protection standard concerning to
buildings are typical among them. The ownership of land has legally a wide range of
the right including that of using land to utilize to yield profits, and disposing it and the

owner is normally able to lease, and dispose of his land at his own judgment.

On the current legal system where land and structure are an independent real estate



respectively, it is necessary to pay attention to the relationship of the two. The
ownership of a building could be realized legally when the owner has the right of using
the land (leasehold of land) at the time of the construction. The overwhelming majority
of the right of using land is based on the land ownership (land and building are owned
by the same person) and some are based on leased land. The law of the leased land and
rental house article 2 states that the leasehold refers to the right of using the land or
the land leasehold to realize the ownership of a structure on it. The owner of a building
on the leased land therefore is not the landowner. There are 2 kinds of land leasehold,
the common and fixed period leasehold. In 1993, the fixed leasehold system has been
established, which is most popular at present. In this system, there are few types
classified by the duration of contract. The longest one is more than 50 years and then
another one has more than 30 years for land with house for sale and the business fixed
leasehold system has the duration between more than 10 years and less than 20 years.
On the business fixed leasehold system, construction of house is not permitted. As the
land leasehold is the right of using land, it is being rarely applied, except among the
family circles of the landowner.

(7) Registration of real estate

The objective of the registration system of real estate aims to register and announce
publicly the existing state of and right for real estate on the register-book, and also
aims to keep sound transaction of real estate. There are two kinds of the registration
book, one is for land, and the other is for building. One registration paper is to be
applied for one real estate and one paper is prepared for one section of land and one
building respectively. One registration paper consists 3 parts, the Title, part A and part
B. The Title is as to the existing state of real estate and in case of land, the address of
existence, number of land, classification of land utilization and belonging of land, in
case of one building, the site address of building, the number of building, kind and
structure of building and the floor-areas are to be registered. Part A is as to the right of
ownership of real estate and the name of owner, the fact of attachment of land and
paid-back are to be registered. Part-B is as to the right other than the ownership of real
estate, and land utilization, lease of land, mortgage of land and land utilization are to

be registered.

In case of one building of condominium ownership, the exclusive spaces owned by
individual residents, for common use and right of site-utilization are combined into one
body, which makes exceptional "real estate" consisting of land and building. For the
registration, one registration per one real estate principle is not applicable. Among the
right of land utilization corresponding to that of in the real estate registration law, the
land cannot be disposed alone nor put mortgage on it and is only subject to the

disposition of the exclusive spaces.



The registration books including papers, location-map, and drawings are authorized to
inspect with charge and a copy or an abstract of census register is obtainable and
delivery of this copy by mail is available by request.

The registration of the right is carried out commonly through professional based on
application by the persons concerned. As to the registration of the Title, registration
officer is able to perform the work at his capacity. As to acquisition and lost and change
of right as to things, they have no authorities against the third without its registration
(the civil law article177) and in these cases commonly related with Part-A and Part-B.
The registration, however, is not obligatory and is just processed based on application
by the persons concerned. In other words, those who need obtaining legal force against
the third, then the registration becomes necessary, but for the real estate having
nothing to do with countermeasures against the third person, the registration with
paying the fee might not be necessary. This means that the existing state of
registration does not always coincide with the facts that the registration system in our
country is considered reliable for public announcement but not fully credible. The
registration of the title is commonly obligatory, although the tax of fee for the

registration license is exempted and it has no legal force against the third.

The registration can be performed by the individuals related, but because of very
professional procedure involved, it is common practice that the concerned agent does
the business instead. For the registration of the Title, the surveyor of land and building
is the agent publicly approved and for that of the right the judicial officer is also
publicly approved.

With the recent application of electronic appliance for the registration processes, new

system of copy or abstract of census register and the book-inspection has been applied.

(8) The appraisal and evaluation of real estate

Real estate 1s considered to be fixed and stable as a natural product, of fixed location,
non-movable, non-homogeneity and non-alternative character. On the other hand, it is
transformable and elastic in actual social and economical world and as the civilized
nature, of competing the object of utilization, and of transformation, possibility of
co-existence, annexation and division. These are the reason why real estate is unable to
form its proper and rational market which forms the reasonable prices and for an
adequate cost appraisal of real estate, a licensed real estate appraiser becomes of

necessity.

There are 3 methods in the appraisal of real estate, which evaluate the prices from

different conditions respectively, and commonly considered necessary to apply these



methods adequately at the same time. In these cases the price is that of in a large

sense and is also the price and the rent in a narrow sense.

The cost-price system is a method to evaluate considering the availability of real estate.
In this system there are two sub systems, one is to evaluate the price and the other is

to evaluate the rent. The general formula of this system is represented as follows.
The estimated price = Re-procured cost-price—The adjusted reduction

Re-procured cost-price is the total cost of the real estate when re-procured and the
adjusted reduction is the reduction of real estate by lapse of time and loss due to the

usage.

The comparing system is a method by market approach, considering its market value
of real estate. There are two sub systems; one is to evaluate the price comparing
with examples in real transaction and the other is to evaluate the rent comparing with

those in rental transactions. The general formula is represented as follows.

Comparative price = Price in real dealing X Adjusted factor X Adjusted factor of lapse of

time X Adjusted factor of location X Specific adjusted factors.

The profitable system is a method by income approach, considering its profitability.
There are two sub systems; one is to evaluate the price by the reduction of the profit
and the other is to evaluate the rent by the analysis of the profit. The general formula

is represented as follows.

The profitable price = The total of existing price including that of in future of real

estate.

2. Personnel and organization supporting owners’ association

(1) Various personnel and organization supporting management for collective housings
+ The managing companies and administrator
The managing companies and administrator play major roles in support of the owners’
association to perform an adequate management operation for collective housings.
Among apartment housings throughout Japan, about 80~90% of them, the
management works are assigned to private managing companies. At the early times,
housing suppliers and building maintenance companies performed the works, but along
with increase of housing supply, these departments of the companies separated and

become the specific managing companies as existed today. There are 3 types of



managing companies classified from its origin, "from housing suppliers", "from building

maintenance companies"”, and "new independent company".

There was none of specific qualification required to be such a managing company at the
early days, but since the law of collective housing management law has been enacted

on August 2001, every company is required its registration to the government.

Anyone or any company intending to do managing business of apartment housing is
required to register the government and also required to arrange certain numbers of
person- in- charge for the business at every local office according to its scale. When
owners association assigns the managing works to the companies, the person-in-charge
is responsible for call a meeting to all of the residents to explain what and how the
works are being performed. After the contract, the condition and content of work
should be handed to the association. Person-in-charge is also required to report
periodically how the work is operated. Effective period of the registration is 5 years and
it might be suspended with the wrong doing in business. These registrations are

processed by the administration company association.

 The managing company association (The high-rise housing managing association)
"The high- rise housing association" consists of many private managing companies. The
number of existing members reaches to as many as 323 companies at January 2001
and almost 80% housings out of the all are under the managing business by those
members. The association is positively doing many supportive jobs for the member
companies, such as preparing the work standard, explanatory booklet for the managing,
maintenance work standard, and holding work orientation for employees of the

member companies.

The association has been established at his own with the qualification of " person-

in-charge of managing" and "manager for the divided-ownership".

The former qualification has been made at the time of establishment of the registration
system for managing companies, aiming to that of the various managing works on
housing complex and is able to be acquired through attendance of the work training
and the test after the training. There are more than 10,000 persons acquired the
qualification at the end of last year. According to the registration, every private
company is required to arrange one "person-in-charge" per one local office, but the
establishment of the law of apartment housing management act on August 2001
requires arrangement of more than one responsible "person-in-charge" per 30 resident

managing associations.



The qualification of "manager for the divided ownership" can only acquired through the
actual experience with a certain period of "person-in-charge of managing "works on site
and the manager is responsible to assume overall leadership to many

"persons-in-charge" in managing business. There are more than 2000 persons acquired

the qualification but no national qualification is established yet.

+ Clean-up * maintenance companies

For cleaning common spaces and maintaining facilities and equipments such as
elevators, there are many companies in its specific field respectively. In these cleaning
and maintenance works, the forces from managing company occasionally take part in

and there are cases that even the owners association hires some of companies directly.

+ Design office and general contractor
In case of renovation works in large scale, designing offices and contractors join the
inspection and test of deterioration of building and cooperate to draft of repair work in

long term.

+ Lawyers
Lawyers have many things to do with life in apartment housing. There are many
problems, such as breeding of pets, noise to the neighbors, illegal residence of
racketeers, and persons in arrear with their managing fees and lawyers are requested
to give some advises to each of these problems and others on trial. They are also

requested to help revision work of the managing agreement.

+ Housing supply-companies
Housing-supply companies have much to do with "the defects in design and
construction and after-service" to the residents. The residents hold their right to seek
the repair work or recovery if there should any defect be found in the building. These
defects mostly are attributed to the responsibility of the supply-companies. The repair
works, however, could be performed at the supplier's expenses on the assumption the
supplier should recognize the existence of defect in construction work. There were
many instances in which the causes of defects in construction work were very difficult
to be proved or the housing supply companies did not approve their responsibilities of
the cause and the matters were often taken into court. In these circumstances the
after-service system for apartment housings have been introduced to avoid troubles of
defects in construction, to keep credit and assurance to the customer. According to this
system, the supply companies perform repair works of defects found within a certain
period after the transfer of housing with free of charges. The period for this after
service has been increased during the last 30 years and the Japan high rise housing

association (united with the real estate association), most of housing supply companies
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are the members, establish the standard period of after service for water proofing work
on roof to 10 years in 1993, for exterior wall water proofing to 7 years, for water
proofing in bath room floor to 10 years, for water supply plumbing works to 5 years,
from 2 years in 1973 respectively, and in 1999 , with the establishment of the law of
promotion housing quality, the major structural portion of building is extended to 10

years.

There are many other aspects in management other than the after service established
by the housing supply companies, which used be succeeded to the residents
associations. The associations mostly succeed and apply the same management method
initiated by the supply companies, such as assigning the works to managing companies,
application of managing agreement, management contracts and even the

administration fee to each resident, established at the time of transfer by the suppliers.

+ The association of housing supply companies.
There are some associations divided by local districts throughout the country. The
NIHON high-rise housing association (united with the real estate association at 2001)
is one of them supplying housing for sale and the number of member companies has
reached to 135 in Japan which have supplied about 60~70% of all housing apartments

for sale.

The association has been established the self-imposed managing standard for the
housings to catch up the current improvement of living standard. In 1995, for instance,
the association has initiated to let all member companies to make without fail the long
term renovation plan of housing at the time of the transfer and to explain the
customers that the long term renovation plan might be needed to change depending

upon the degree of deterioration of buildings.

- The ministry of state (the ministry for land, transport and infrastructure)
At the days of the former ministry of construction, the management activities by the
association of suppliers or residents association have been directed through the
notifications. The ministry has been tried to establish what the management to be and
the law related to housing management, the revision of land building transaction law,
the condominium ownership law, the standard management agreement and the
standard stipulation of management works on commission have been performed. There
were also many troubles between the association and the managing companies, a
voluntary registration system of the company has been introduced. The ministry for
land, transport and infrastructure, since 6th of January 2001, which has succeeded the
work of ex-ministry of construction has established the countermeasure section for

housing management and the supporting system to the management is expected
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developed.

+ The liaison counsel of residents association, the united residents organization
There are many groups of residents associations throughout the country and some of
them have established network between the associations. The number of them joined
those groups are just 10~20% of the total, the jointed groups have been positively
worked in activities as holding the inter-change meeting, consultation of managing

problems, and establishment of original local managing agreement.

In some districts, the member of association has been supporting the local authority in

various fields of management activities stated as follows.

(D Consultation for legal problems with free of charge, building maintenance, problem
of management work on commission, and the insurance against loss and holding
daily or monthly consultation on site or by telephone.

@ Exchange of information of various experiences between the groups and organizing
of training for executive members of association: There are many study meetings,
such as seminar, symposium, information exchanges.

® Publicity of management related apartment housings through internet.

@ Production of introductory brochure and research report and lease of data :
Production and distribution with charge of local managing agreements, detailed
provisions, regulation, managing manual for residents association activity, guidance
of collecting the managing fee for residents, work contract form of managing work
on commission, accounting standard of apartment housing.

(® Realization of site study tour for renovation works in large scale or study of new
construction method.

©® Exchange of information and cooperation as to the management between the
associations nationwide.

(@ Proposition, to the public authorities, of legislation and necessity of study in the
political and administrative fields concerning to apartment housings.

Assistance to renovation works in large scale, draft and recommendation of long
term renovation schedule, direction to revision of managing agreement, support of
self imposed managing work on commission, daily managing work on commission,
recommendation of consultants, specialist, joint purchase, collection of managing
fees in arrear, and assistance to accounting works.

@ Realization of training and educational course of advisors for management of
apartment housings.

System of the agent recommendation : recommendation of the excellent agents.

@ Collection of apartment housing information, production of introductory brochure.

+ The government housing loan corporation
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There are some loan systems by the corporation, which have been promoting and

raising the awareness of management for residents.

The followings are the policies of the cooperation to promote adequate management.

D First of all, in order to realize a good management system of apartment housings, it
1s considered the system should be settled at the time of construction. There are
some loan systems by the corporation available to prospective customers, such as for
construction of high level apartment housings for sale, and the fund necessary to
obtain their houses. The amount of these loans is more than the usual case, but the
loan can be applied on the assumption that housing suppliers are subjected to the
following conditions. 1. Establishment of housing agreement and its explanation to
customer. 2. Production of a long-term renovation plan and its explanation to
customers. 3. Establishment of saving reserved funds more than the certain
amount of money (6000yen/per month * one unit). 4. Reservation of drawings and
specifications for construction. 5. Proposition of outline of housing management
to prospective applicants through advertising brochure. These are the indirect
methods that the corporation applies to help the suppliers uphold the managing
standard.

@ After the transfer of housings, the corporation helps residents associations to
improve the management standard. This improving method now applied through
loan to the housing reform constructions. There is a loan system to the owners’
spaces and also a system to the common spaces and in case of a large-scale reform
project for the common spaces, a specific reform-loan is only available subjected to
the following conditions. 1. The separated accounting and proper reservation of
funds reserved for repair works (saving should be made by the name of the director)
and realization of a continuous saving more than a year and the amount of
managing fees in arrear is less than 5% of the total.

2. Decision-making in residents associations should be performed through an
assembly and proper management system.

@ For preparation of a large scale of renovation work, a loan bond system with which
the association is able to save the funds safely is initiated from the autumn in 2000.

@ There is other improving methods for the managing standard by the corporation
through prospective customers of old apartment housings. In acquisition of an old
housing, within 25 years after the construction, loan by the corporation is commonly
available. This condition, however, could be lessened on the application of high-level
old apartment housing loan if it should have properly managed. The application of
this loan therefore could be realized when the following 6 conditions should be
satisfied. 1. Establishment of housing agreement. 2. Preparation of plan for a
long term, more than 20 years, renovation work. 8. Practice of inspection of

installation systems in comply with regulation. 4 Saving of funds for repair works,
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6000 yen per month for housing within 5 years after the construction, more than
10,000 yen in case of housing more than 17 years after the construction. 5. The
housings constructed more than 20 years ago should be renovated in a large scale. 6.
Building (both of the exclusive and common spaces) are under a proper managing
condition.

Apartment housings under proper management are able to register to the
corporation. It is expected for further promotion of the managing standard that the
prices and liquidity of housings corresponding to " the grade of management for
housing" could be evaluated publicly in housing markets. For realization of this
market system, the corporation is preparing a public announcement of records of
housings. At present, however, the corporation planned to distribute the record of
maintenance and preservation for common spaces to resident associations and also

1s under review how to register records of apartment housings.

* Local public governments

With the realization of the management law for apartment housings, the policy of local

governments related with housing management problems and its responsibility has

become clear. There are 4 supporting policies at present taken by the local governments

as to management of apartment housings.

@

@

@

Inquires of amount of existing housings and its managing systems applied by
making list of housing estates, and investigation of residents, residents associations,
and management companies by the government.

Educational, informative activities to help residents of apartment housings and its
housing associations to know and understand the management. The governments
have established reception desks for consultation of residents and that is not only
for the items of apartments but also for housing in general. It also held seminars
concerning with management for residents, produced explanatory brochure of the
condominium ownership law or the standard managing agreement and manual for
preparation of planned renovation works.

The governments prepare opportunities and places where the related persons and
associations gather and exchange their information. Tokyo metropolitan

government organizes the federation of related residents association, which contacts
and exchanges information with the housing loan corporation, the housing supply
corporation of Tokyo metropolitan government, the administration center of housing,
and cities concerned. The contact and exchanging information as to the
management between the persons and organizations concerned as conducted in
Tokyo have also been performed in Saitama prefecture, Osaka city, Kobe city,
Fukuoka prefecture, Wako city, and Shimonoseki city. Some cities offer places to
gather for meeting.

The government has applied the financial and technical assistance to individual
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housings. In relation with the financial, the assistance to planning cost for
renovation projects and renovation work expenses including its interests for
common spaces. Seismic capacity evaluation, and deterioration diagnosis of building
are also conducted by the governments and loans are available to repair, reform
works for parking lot, assembly hall, hedges, street lamps and other necessary
works for the elderly. For instance, Tokyo government subsidizes 1% of loan interest
for common space renovation and pays fee for seismic capacity evaluation.
Yokohama city government pays all expenses for preparatory seismic capacity
evaluation of housings constructed before 1981 and subsidies half of the fee in the
final evaluation. In technical assistance, the government introduces consultants for
seismic capacity evaluation, and is able to dispatch experts, housing managers if

necessary.

+ The managing center for apartment housings

There are about 5600 residents association registered to this center. The outline of

activities by the center is as follows.

(D The center accepted more than 3086 cases in the year of 1999 related with
management problems and accepts various consultations even by telephone and E-
mail on the home page.

@ The center organizes seminars as to housing management. In 1999, 18 seminars
had been held with cooperation of local governments.

@ Production and sale of introductory brochures and data related to the housing
management for general information to the public. The monthly journal " the
managing center news" is published and also the latest information can be observed
on home page.

@ Taking joint responsibility with residents association of the reform loan from the
government housing loan corporation.

Rough estimation of saving fund reserved for repair by computer.

© @

Study and research as to management of apartment housing and organize training
courses to persons in charge of the managing works for local governments. The
branch offices are located at present in Tokyo, Osaka, Nagoya, Hokkaido, and
Kita-Kyushu.

+ The Housing administrator
For effective and sufficient management of apartment housings, professional
knowledge of wide range hereto is required and there have been strong demands for
such specialists. In December 2001, the qualifying examination of the national license
for housing administrator was taken place for the first time. The administrator is
expected to perform consulting job as to activities of residents association and

managing problems from residents based on his professional knowledge. At present the
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administrator should help activities of resident associations with their requests and
not perform managing works instead of the association. They are able to join the
management works only after they pass the qualifying examination of the national
license, and then its registration, acceptance of the certificate and a training course for
certain period are to be necessary for practicing the job. There were about 110,000

applicants to the first examination.

+ Many professionals, organizations
There are many other experts and organizations supporting management of housing
other than cited the preceding paragraphs as judicial officers, land and housing

surveyors, and specialists on accounting business and taxation business.
3. The business and basic system for rental apartment housing
(1) The managing system of rental apartment housings.

Rental housings have been constructed and managed not only by private enterprises,
but many public entities as corporations, local governments, and housing supply
corporations of local government. There are some cases of the constructions by private
companies only for their employees intended to rent with comparatively cheap fee. In
our country, a land and a building are considered a separated real estate respectively,
and rental-housing constructions on the land of and by its owner are common practice.
There are cases of rental housing constructions on leased land. In this chapter as the
most popular and typical case, construction and management of rental housings by
private suppliers on their own lands and rent units to tenants based on rental

contracts is explained.

The construction and managing project on a particular location is determined based on
deliberate studies and analyses of the market demands in the neighborhood. The types
of housing unit from one-room type of 20 m to 3-LDK of 75 mi are most popular. The
supplier tends to construct units of smaller floor area, which rental fee per area is
superior to that of large floor area and especially units of one room if possible. There
are housings constructed by wooden, steel-frame, reinforced concrete structures and
even by prefabricated structural members when the construction period or cost
requirements are satisfied. Number of housing units on one estate naturally depends
on the site area, and in case of private suppliers it mostly ranges from several to 50

units.

The construction projects are studied and planned by suppliers and there are also

many cases performed by designing offices, contractors and real estate companies in
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corporation with landowners. There are many individuals and organizations concerned
with construction and management process of rental housings, and outline of the

relationship is shown as following diagram.

Outline of managing system for rental apartment housing

Designing Contractor Agent
Office (of middleman)
(DDesigning| Contract ~ @Constructjon Contract @Agent Contract
Lessor Hirer
(®Lease Contract
(Rental housing supplier, Landowner) (Resident)
(®Loan Contract ©®Contract for Managing Work

Financial Managing
Institution Company

@O Contract of designing works for housings and facilities on commission.

Housing suppliers select and make the contract with designing company. The company
should complete drawings and specifications necessary for architectural constructions
including procedures necessary for construction in comply with regulations to
municipality concerned. He is entrusted to select contractors for the construction
through competitive bidding process. There is the law of qualified architect.

@ Contract of construction works for housings and facilities.

Selected Contractors make the contract with the housing suppliers and start the
construction works. On construction- site the supervision and inspection of works are
usually performed by the designing office concerned. There is the law of general
contractors.

@ Loan contract with financial establishment.

There is no fund necessary for land in a project of housing construction. Concerning to
building constructions, the total project expenses of 110~115% of net construction cost
is usually considered necessary including fees for survey of land, soil investigation,
designing of buildings, and taxes for registration license of buildings. In most cases
suppliers makes use of loans from financial establishment for the funds, which are
applied to payments for contractors. There are many repayment periods of these loans
and in many cases it reaches to more than 20 years. These buildings are commonly
mortgaged during the loan-period.

@ Contract to the agent.
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After the completion of buildings, the activities of advertising the invitation of
occupancy and selecting tenants are entrusted usually to the agents concerned,
although suppliers are able to do advertising jobs by themselves. The agent should
perform the business in strict accordance with the law of transaction for land and
building and the contract with suppliers is named as the agent contract. The agent
therefore is required to do his business in fair and independent manner, not with or
against to either side. The agent advertises the invitation and perform introductory
guide to prospective tenants based on the contract. The reward is paid on success base
and the upper limit payable is the amount of one-month rental fee.

® Rental contract.

Housing supplier makes rental contracts to prospective tenants prior to their moving to
the apartment. The contact includes the exact descriptions of unit to be rented, as the
area, rental fee per month, additional payments as deposit, and other items as to the
revision of rental fee and renewal of occupancy period. In most cases, the occupancy
period is 2~3 years. The money collected from residents is used for repayment for
loans.

® Contract for housing management.

Management works such as check of rental payment, negotiation with residents on
change of rental fee or occupancy period, advertisement of invitation to emptied units,
routine clean-up jobs, inspection of installation facilities and equipments, and repair
works are usually assigned to the specific companies. As one of professional business,
these works are being recognized commonly in real estate business market today but as
yet no regulation is established. This contract is considered a kind of work on
commission in many cases. It is also worth noting that in activities of the related
managing business establishment of self-imposed managing standard and issuance of

real estate bond have been studied to be an independent profession.

(2) Mechanism of collecting the invested fund
In rental housing business as its initial investment, operating expenses including real
estate tax(lands and buildings), city planning tax(lands and buildings),repayment of
loan and property insurance premium are considered essential in addition to fund
corresponding to 110 ~120% of construction cost during the housing operation. These
funds are usually planned to repay by rental fees collected from residents. The period
for its repayment of loan are different and depended on location of land (rental unit
price), building design (construction cost, efficiency of unit plan), fund preparation
(ratio of own fund, rate of interest for fund borrowed) and instances of establishment of
15 years considering the rate of interest and repayment period are most popular.
With the construction and supply of rental housings just only based on market demand,
supply of one-room apartments, superior in investment efficiency had been increased

and on the contrary that of family type housings with large floor areas had been
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decreased. Since this tendency had been hindering improvement of living standard in
general, and public systems helping private suppliers constructing family types of unit
are being prepared in these days. In most cases, rental housing projects on the land
acquired do not make both ends meet because of high cost of land in our country. The
public housing suppliers are able to furnish housings on lands acquired, but private
suppliers both of individuals and corporations do mostly the business on their owned

lands.

(8) Mechanism of managing activities by common service charge

There are other expenditures necessary for managing and maintaining activities to
spaces used commonly by residents in housing estates, such as entrance halls, common
corridors, stairways, and elevators. It includes payments for electricity, water supply,
cleaning works, administration personals and regular inspection to facilities. These
costs should have been included fundamentally in the rentals, but due to the
prohibition of the revision of rental fee by the ex-law of rental house, it has made
practice to collect these expenses separately as common service charges. The expenses
are generally the actual amount to be paid to electricity companies and other
companies respectively as maintenance cost to common spaces. The higher cost of
common service charges represents more superior and rich spaces, which is recognized
as the grade of building quality in housing market. There are some cases of utilizing

the expenses for other than the purposes or even of not collecting the expenses.

(4) Collection of rental and common service charge

Rental fees and common service charges are usually paid monthly. It is common
practice today that these payments are made through the automatic transfers from
banks by residents. In cases of larger rental housing business, specific rental
management companies on commission are usually responsible for the account control,

and make notification of pressing to unpaid residents.

For security to payment in arrears, many housing suppliers demand to collect deposits,
guaranty moneys of a lump sum from residents. Should unpaid rentals be recovered by
these moneys, filling up of the amount are required. Non-observance of debt, which
impairs the confident relationship, could be the cause of cancellation of a contract.
Some rental contracts stipulate that non-payment for two consecutive months deserves

the cancellation of the contract.

(5) Rental housing contract. Duty and responsibility of resident
There are following obligations for the residents other than paying rental fee, common
service charge monthly and deposit, guaranty moneys of a lump sum.

O Joint inspection inside of unit
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The residents should agree to make joint inspection with the owner for repair works,
inspection, fire protection, prevention of crimes, and relief activities inside their units.
O Paying attentions for living in general
The residents are required to live in and use the unit with attentions and should
damage thereof, they are required of repair works at their own expenses.
O Prohibited items
The residents are required not to utilize the unit other than the purposes stipulated in
the contract. These items are lease at second hand, joint living and usage with the
third person, transfer of leasehold, change of the existing state of things as repair,
renovation, rearrangement of unit, use of dangerous fire or combustibles, and violent
and troublesome behaviors.

O Obligatory items of notification
The following items as to the residents should be informed to its lessor based on the
contract.
Non-occupancy of more than one month, change of family numbers and names, change
of the place and address of employment, and death of the tenant. (resident and the
joint surety), the statement of the bankruptcy company resuscitation, disposition,
liquidation (the resident and the joint surety).

(a) The restoration of unit
The resident should restore the unit as the original state of things at the time of their
evacuation.

(b) The joint surety
The resident should nominate his joint surety, and in case of the death of the

nominated surety, he should nominate an alternative.

(6) The management of personal history of residents

At the time of the rental contract, the lessor usually confirms the sex, age of all
prospective residents. In rental housing business, the specific control management of
the history of residents is considered useless, for the sublease is prohibited generally.
Since the increase of residents is required to notify in advance, there were a quite few
troubles happened. The breakup of the friendly relationship due to the increase of

outrageous residents could be the cause of cancellation of the contract.

The period of rental housings occupancy is 2~3 years, fairly short term, and at the time
of the renewal, the lessor requires renewal contract to the residents and is able to get

further information concerning to the family.
(7) The qualification of residence and its inquiry

There are two major items to be considered in selecting the tenants. One is the

financial capability of tenants to pay their rental fees, common service charges, and
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deposits for repair works and the other is the their personalities necessary to live
together with their neighbors in the estate. The former item can be reviewed easily
through the informations supplied as the place of and the duration of employment,

their post, annual incomes and the names of their joint surety.

The latter is also reviewed through interview with prospective tenants by either of the
lessor or his middlemen. There is not the definite standard in selecting many

prospective tenants and the final decision is made by the lesser.

There are some lessors who do not welcome the families with small children involved
for fear of possible deterioration of the unit. The effective qualification can be judged

publicly based on the common sense of the times.

The prospective tenants are required of presentation of such documents as the
certificate of collection of taxes at the source of income, the certificate of the insured
health insurance card, their resident card, and the certificate of seal impressions prior

to the contract.

(8) The law of the land on lease and house for rent

There is the general rules on lease, but as it aims at everything including movable
properties, there are some clauses insufficient to the purpose when applied to buildings
used as living spaces. The law of the land on lease and house for rent has been

established to supplement the shortcomings.

(a) The duration of the right of lease
The lessor is able to cancel the contact without the termination date thereof on lease
anytime just only based on the justified reasons. On the contrary, the tenant is

authorized to cancel the contract anytime without particular reasons.

In the contract with the termination thereof, if the lessor needs the cancel of the
renewal contract on lease, he is required to notify the effect to the tenant 6 ~12 months
in advance of the termination date with the justified reasons. If not, the tenant has the
right of renewal of the contract on lease and ha can continue to occupy the unit as it

was.

There is no regulation stipulated on the cancellation of the contract on lease before the
termination date, most cases in real societies the rules comply with that of in the
contract without the termination date thereof are applied. In a nutshell, the tenants
are able to cancel the contract on lease, but the lessor is authorized it only when he has

the justified reasons.
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The justified reasons could be judged respectively considering the following conditions.
The circumstances of lessor and tenant in need of living in the unit, process of the
renewal of the contract during the past years, the existing state of the unit and things

in use, the amount of money asked for the cancellation by the tenant.

There is no rule for the duration on the contract with the termination date thereof.

(b) The contract of rental house with the fixed term.

In this new regulation, when the terms of contract are expired, there is no renewal of
the contract of building on lease and the contract is ceased to exist. (the law established
on March, 2000). The renewal of the contract can be made with the consent of the two,
but if not, the tenant should restore the unit as the original state of things and
evacuate it. In this case there is no justified reasons necessary for the cancellation of
the contract and no payment of cancellation money to the tenant required. In this
system there should be the explanations about procedures on papers to the tenant at
the time of the contract or before the contract is expires. For the unit of less than 200
m floor area, the tenant are able to cancel the contract before the termination date

with the justified reasons even with this type of contract.

(c) The countermeasures against the right of lease
The right of lease can be registered and can cope with the third person legally, but the
right is one of the credits. The registration is possible just only with the consent of the
owner and in most cases acquiring the consent is very difficult today. Concerning with
the right of building lease, which has no countermeasure power legally against the
third person, the tenant might be demanded to evacuate the unit by the changed lessor
but in the law of the land on lease and house for rent stipulates the tenant can cope
with the demand without his registration of the right.

(d) The succession by common-in law wife or husband
The rights of lease are generally to be able to succeed as the right of property. In case of
the death of a tenant, the common- law wife or husband and the adopted son or

daughter lived with the late tenant can succeed the right of lease.

(e) The claim on the increase and decrease of rental fee
There should be any justified reasons existed such as changes of taxes on the building
and land, changes of the cost of the building and land, and the differences of the fee
from the neighboring housings, and either side of the two can call for the revision of the
fee within the certain scope. If the amount of a change is not agreed by the two, then it
should be settled through the trial. The specific agreement of the fixed rental for

certain period by the two is always effective and in case of the contract of rental house
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with the fixed term, the original agreement of increase of rental fee between the two is

effective.

(f) The claim on repayment of the fixtures

For the building fixtures such as tatami mats, doors and windows and other fittings
installed a tenants with the consent of the lessor, the tenant is able to call for the
repayment by the lessor at the time of the expiration of the contract. The elimination of

this repayment clause in contract previously is possible.

(9) The civil law

(a) Transfer, sublet of the right of lease
With the consent of the lessor, the tenant is able to transfer or underlease the right of
lease. The action without the consent of the lessor constitutes the cause of cancellation

of the contract.

(b) The obligation of lessor for repair works
The lessor has a responsibility of repair works necessary for the apartments rented.
The residents are unable to refuse repair or other works related with the maintenance

or preservation of unit.

(¢) Claim of refund
The expenditures paid for renovation of the unit by a tenant could be refunded at the
time of the expiration of contract, as long as the effectiveness of renovation work is

still remained.

(d) Demand of repayment
The necessary expenditures paid by a tenant can be repaid immediately on the

demand.

(10) Other institution supporting a reliable inhabitance
With an acute increase of population of the elderly, construction of barrier-free
housings in compliance with decline of physical capabilities of the elderly is urgently
demanded. There is a trend in rental housing market of keeping a distance to the
occupancy by elderly people, regardless of widowers and couples, and one of the
important policies at present is to rearrange the existing state of the elderly so that
they are able to live at ease and peace. To achieve this purposes "the law of
establishment of rental housings to the elderly" has been established on August 2001,
including following clauses.

1. Introduction of registration system for rental housings to the elderly to promote an

effective occupancy.
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2. Establishment of policy to uphold a sound, healthy surroundings and supply with
rental housings for the elderly.
3. Introduction of rental housing system, which allows the elderly to occupy the house
in the life-long period under a sound and reliable circumstances.
The law also stipulates that the housing corporation should supply rental housings in
higher standard level for the elderly in accordance with its program and also perform

the construction upon request by local government.
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