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SUMMARY .
4

A

Policy Directions for the Management Fees Levied on Tenants of
Non-apartment Residences

Yun, Sungjin

Key words: Management Fee, Non—apartment Residence, Tenant Rights, Residential Tenancy

The purpose of this study is to examine the current status of the practice of
levying management fees on tenants of non-apartment residences and explore
possible strategies to improve the system, with a view to minimizing the “blind
zones” of the current system and contributing to the stabilized housing of the
tenants of non-apartment residences. The “Multi-Family Housing Management
Act” sets forth the requirements on how management fees for multi-household
residences are to be levied and how the details of such fees should be disclosed.
These principles and compliance requirements, however, are subject to the
household number conditions, creating blind zones for the implementation of
the law. In addition, the usual practice of renting residential properties is that
homeowners levy management fees on tenants. However, the Housing Lease
Protection Act, which covers residential tenancies in general, does not provide
for management fees. While the “Act on Ownership and Management of
Condominium Buildings” and the “Special Act on Private Rental Housing”
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stipulate the management fee systems for some types of properties, the level of
awareness and practical relevance of these systems are not significant. In other
words, there is a “blind zone” concerning the management fees that tenants of
non-apartment residences have to pay.

This study examined how homeowners levy management fees on the tenants
of non-apartment residences. For this purpose, this study reviewed the
consultation files on housing tenancies, and the officers of agencies related to
house leasing were consulted. Tenants and realtors were also interviewed. As a
result, cases of abusing the blind zones were confirmed, including levying of
management fees on tenants without providing breakdowns, poor management
of properties, and transfer of part of the rent to the management fee. Especially
the transfer of rent to management fees is becoming increasingly severe
following the amendment of the House Leasing Act. The quantitative DDD
(difference in difference in difference) analysis conducted for this study
revealed a statistically significant impact. Such transfer of rent to the
management fee nullified the right of tenants to demand a revision of the
tenancy, and it was used to evade the duty of reporting housing lease contracts
and taxes on lease income, making the issue more serious.

This issue also arises in housing with public subsidies, such as jeonse rental
houses or registered private rental houses. Especially, the blind zone in the
management fee system is actively exploited to evade legal obligations to ensure
the public nature of these houses, such as rent caps or limitations on the
conversion rate between deposit and monthly rents. Some cases of such abuses
even involved executing dual contracts.

Based on these findings, this study develop five strategies to improve the
management fee program. First, management fee systems must be operated

with predictability and transparency based on the actual cost of operation.
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Second, there should be no blind zones in this system. Third, the laws and
systems should be reorganized, switching focus to the party that levies
management fees. Fourth, official systems should be introduced regarding
management fees for house leasing. Fifth, if the transparent operation of
management fees programs is not possible, the inclusion of management fees
in rents should be encouraged.

Based on the abovementioned principles, several improvements of the system
are suggested. First, the Housing Lease Protection Act should be amended to
stipulate the principles of levying management fees, duty of keeping accounting
books, and rights to access such records, to be applied to residential tenancies
in general. Second, it is necessary to implement the amended residential
tenancy system considering the management fees. For this, expanding the scope
of application of residential tenancy report obligations, adding more items to be
reported including management fees, and strengthening the enforceability of
the principle of the renewal contract with the same conditions are suggested.
Third, there is a need to expand the scope and strengthen the enforceability of
the current system, such as the Multi-Family Housing Management Act, Act on
Ownership and Management of Condominium Buildings, and Special Act on
Private Rental Housing. Fourth, this study suggests that the management of
non-apartment residences—which tend to have poorer housing conditions since
the management is done by unprofessional homeowners—be included in the
professional management sector, with increased roles of the public sector. Fifth,
in order to improve the poor social status of tenants, it would be necessary to
make efforts such as developing guidelines for non-apartment residences'
management fees, operating reporting channels for abuses, and strengthening

the functions of the residential tenancy dispute resolution services.
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