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INTERNAL DOCUMENT

OPERATIONS MANUAL

PROPERTY MANAGEMENT DIVISION
This document is the exclusive property of Hancock & Pavlou Close Corporation trading as Portfolio Property Investments. The information contained in this manual is confidential and is intended for the exclusive use of PPI employees only. Any unauthorised use, disclosure, copying or alteration is strictly forbidden and any form of misuse will be prosecuted to the full extent of the law.

Portfolio Property Investments, hereinafter referred to as PPI, is a proprietary business system in relation to real estate and auxiliary services coupled to the use of the PPI trade mark. This manual sets forth the office operations guidelines and financial management system.

PROPERTY ADMINISTRATOR
The property management division is run by a company principal that instructs and supports property administrators that are responsible for the following property management services:

· Collection and approval of lease agreements and supporting documentation
· Filing of documentation for properties under full management
· Capturing and updating of property, owner and tenant details
· Deposit handling
· Rental collection which include recoveries such as tenant utility charges
· Raising of collection and leasing fees to client accounts
· Raising of late payment penalties and interest charges to tenant accounts when necessary
· Coordinating maintenance 
· Payment of maintenance, levies, rates and other expenses when required
· Issuing of owner statements in writing
· Issuing of notices and letters of demand in writing
· Assisting in the handover of defaults to the litigation attorneys
· Tenant profiling with the Credit Bureaus

· Reconciling the MDA Property Management System in accordance with the PPI and MDA Operations Manual
· Submitting monthly management reports to the financial manager
· Co-ordinate the listing of property for re-letting

Property Practioners are required to submit signed lease agreements and the supporting documentation to the Property Administrators for approval immediately upon completion and prior to submitting to the Company Principals for commission payment and archiving of records.

The property administration department is run as per the monthly workflow. If a critical event such as tenant billings or the landlord payment date falls on the weekend or a public holiday then the statements and payments will be re-scheduled for the first following business day.

Should any tenant be in default on the 7th a late payment penalty charge will be raised to their account and interest on overdue accounts will start to accrue. A letter of demand will be sent to the tenant by hand delivery, email, fax or registered post on the following day. In the case of registered post the delivery receipt must be stapled to a copy of the letter and archived. A copy of this letter is automatically mailed to the Lessors designated email address.

Should a letter of demand be issued and the tenant remain in breach for a period of 20 business days the Lessor will be given the option to issue a Notice of Cancellation to the Lessee.

Should any tenant continue to remain in occupation beyond the Lease Cancellation date then the Lessor will have the option to institute legal proceedings to have the tenant evicted. 

Should a tenant vacate the premises while in arrears then the landlord should be sent a letter summarising the outstanding matters and rental amount owing with the relevant rental arrear report as an attachment so that the landlord has what would be required in order to open a litigation case should they wish to pursue the matter. These documents must be filed with the business process for vacating tenants.
Litigation

Should the owner ask us to recommend a litigation attorney, we will assist. Should the owners require us to open a case with the housing tribunal, on their behalf; we will need to advise the client of the costs of representation. All correspondence with regard to the case will be either hand delivered, emailed, faxed or posted to the owner. Hard copies of all correspondence will be included in the property file.

Maintenance

Any complaint by a tenant with regards to maintenance issues needs to be communicated to the owner in writing. Should the owner require assistance we will obtain a maximum of 3 written quotes. The owner is required to sign and accept the quote prior to the contractor being instructed to commence work. Minor work can be paid from the rental collected on the owner’s behalf and paid across to the contractor provided we are in receipt of the rental payment, failing which the owner will be required to pay the contractor directly or to transfer funds into an Owners Contingency Fund.

Maintenance Procedure
· Tenant or Agent reports a maintenance issue which must be recorded on our Maintenance Log

· PPI to inform the Landlord of the issue

· PPI to instruct Contractors to quote

· PPI meets contractor on site or confirms access via the tenant or building supervisor

· Contractor assesses the job and submits a quotation

· PPI sends quote to Landlord for approval

· PPI instructs Contractor to proceed

· Contractor completes project
· PPI inspects work or confirms that all parties are satisfied with work completed

· Contractor submits invoice
· PPI loads invoice for settlement or forwards to Landlord for payment

· Maintenance Log is closed

Notices of Cancellation

Should a tenant or landlord wish to cancel a lease then unless stated otherwise either party is required to give 30 days’ written notice to the other party provided that the initial period has or is about to expire. Notice can only be given at the end of the current month to be served the following month.

Once the required 30 days’ notice has been received the property administrator must notify the other party in writing and a record of our notice must be filed along with the delivery receipt.

The property administrator must then notify the responsible lettings agent to contact the owner and re-list the property for marketing purposes.

The lettings agent must also conduct an inspection of the property and complete our companies’ standard inspection report. A copy of which must be sent to the property administrator and archived in the tenant vacating process. Owners should be encouraged to inspect their property and their authorisation obtained prior to releasing the tenants’ damage deposit.

Property Inspections

All properties need to be inspected prior to the commencement of the lease. The companies’ standard inspection report must be completed and attached to the lease agreement. A final inspection report is completed at the end of the lease term and sent to the owners. All inspection reports are archived.

Damage Deposits

A damage deposit equivalent to no less than one “1” months’ rent must be held at all times. If there is a rental increase on the property then the tenant is required to top up the damage deposit to the minimum requirement. A damage deposit cannot be used to cover a shortfall in the tenants’ rental payments and under no circumstances can the damage deposit be used to cover the last months’ rental payment.

Damage deposits can only be refunded to the tenant once the following has been complied with:

· The tenant has vacated the premises and returned the keys
· The property inspection has been carried out and the inspection report sent to all parties
· The landlords’ approval has been obtained authorising us to refund the deposit in full

We will endeavour to refund the Damage Deposit as soon as possible once the above have been complied with. Should the refund of the tenant deposit fall under dispute we will continue to hold the damage deposit in its designated trust account until such time as the dispute is resolved. 

Archiving

All correspondence is to be filed in a unique folder pertaining to the property. The correspondence is to be stored in both hard copy and electronic format and in date order.

Document Categories

Please follow the below format when naming documents:

	Management Contract
	8-lindenlee-management-contract-300913

	Lease Agreements
	8-lindenlee-lease-011013-300914

	Inspection Reports
	8-lindenlee-inspection-011013

	Credit Checks
	8-lindenlee-credit-check-011013

	Invoices
	8-lindenlee-invoice-levies-011013

	
	8-lindenlee-invoice-rates-011013

	
	8-lindenlee-invoice-utilities-011013

	
	8-lindenlee-invoice-maintenance-011013

	
	8-lindenlee-invoice-other-011013

	Financial Reports
	8-lindenlee-financial-report-280215

	Portfolio Reports
	mzimkulu-trust-porfolio-report-280215

	Tenant Notices
	8-lindenlee-letter-of-demand-011013

	
	8-lindenlee-notice-of-cancellation-011113

	Landlord Notices
	8-lindenlee-breach-summary-011113

	
	


PLEASE NOTE

300913 on the management contract means the contract was signed on the 30th of Sept 2013

011013-300914 on the lease agreement means the lease commenced on the 1st of Oct 2013 and will end on the 30th of September 2014

011013 on the inspection report means the inspection was done on the 1st of Oct 2013

011013 on the credit check means the report was done on the 1st of Oct 2013

011013 on the invoices means the invoice was loaded for payment on the 1st of Oct 2013

280215 on the financial report means the report is for the financial year end 28th of Feb 2015
280215 on the portfolio statement means the report is for the financial year end 28th of Feb 2015
011013 on the tenant notices records the date the notice was given
All invoices are captured for payment on the MDA cloud based property management system and then raised for payment in the bank account. The municipal recoveries are loaded as tenant documents so that the tenants can also access and view the source documents should they wish to confirm the recoveries that they are being charged for.

Accounting Codes

All company fees charged to the client should refer to PPI as the beneficiary.

	Code

	Description

	Lease Fee
	Drafting leases as well as ITC Credit Check and FICA compliance

Charged to the tenant as per the lease agreement

	Lease Renewal Fee
	Drafting of a lease renewal

Charged to the tenant as per the lease agreement

	Agent Fee (Agent Code)
	Agents Commission

Charged to the landlord as per the rental management agreement

	Collection Fee
	PPI monthly commission

Charged to the landlord as per the rental management agreement

	Cash Deposit Fee
	Recover banking charges

Charged to tenant as per the lease agreement

	Administration Fee

	Late payment of rent, unpaid debit orders and incorrect deposits

Charged to the tenant as per the lease agreement

	Damage Deposit
	Tenants Deposit

Held in a separate deposit handling account

	Deposit Handling Fee
	Interest on the damage deposit

Deducted as per the lease agreement


Administration and cash deposit fees are to be raised each time the trust account is reconciled.

Cheques are not accepted. In the rare event that principal authorisation is issued to accept a cheque then we must wait 10 working days for the cheque to clear before we can make payment to the landlord.

PAYMENT PRIORITIES

Funds received into the Client Trust Account should be used to settle accounts in the following order:

· Deposits and Top up Deposits

· All PPI Fees and Penalties

· Rates

· Levies

· Supplier Invoices ie: Maintenance

· Lessor

· Municipal Service Charges ie: Water, Electricity, Sewerage, Refuse and Gas (if applicable)

NB: The above order in which payments are prioritised when necessary may only be altered by the tenant providing us with a payment plan which is acceptable to the Landlord and PPI management.

PRINCIPAL
The Property Management Division is overseen by a Company Principal who is responsible for the following:

· It is the responsibility of the Principal to authorise all rental and deposit payments.
· The Principal must monitor outstanding rents and periodically inspect that all notices, warning letters and cancellation letters have been sent out to the respective parties and archived with the delivery receipts.

Process Checks 
· Ensure no cheques have been deposited.
· Check lease fees are raised on new tenants.

· Check lease fees are raised on tenant renewals.

· Check agents fees raised on new tenants.

· Check collection fee is the same as the management agreement on new tenants.
· Check “Cash Deposit Fees” have been raised.
· Check “Administration Fees” have been raised on late payments and incorrect deposits.
· Obtain rental arrears report, reasons and that all notices have been sent out.
· Obtain vacancy schedule

· Draft month end Financial Report 
FINANCIAL REPORTING
The Company Principal is responsible for providing a monthly report and breakdown of the following:

· Lease Fees received
· Lease Renewal Fees received
· Breakdown of Agent Fees received
· Collection Fees Received
· Cash Deposit Fees received
· Administration Fees received
· Deposit Handling Fees received

This report needs to be submitted to the Company Auditors on the 15th of the month and prior to the payroll submission.
GENERAL OFFICE POLICY

· DESKS - To be kept orderly and paperwork to be kept filed and hidden from view

· SHREDDING - All documentation to be shredded before recycled/ binned – e.g. Client FICA, ID’s, Bank Statements, ITC Credit Checks. 

Please take note of the provisions in terms of the Access to Information Act which is downloadable from the companies Resource Centre. Client documentation that is not archived needs to be shredded.
MONTHLY TIMELINE 
	Day 
	Action
	Responsibility
	Accountability

	
	
	
	

	1st 
	SMS Rental Reminder
	
	

	3rd 
	SMS Arrears Reminder
	
	

	4th 
	Raise Agent Commission Invoices
	
	

	
	
	
	

	5th 
	TPN Profiling 01
	
	

	8th 
	Update Debtors Notes
	
	

	8th 
	Letters of Demand / Notices of Cancellation
	
	

	8th 
	Final Supplier Payments
	
	

	9th 
	Final Receipt Income
	
	

	10th 
	Owner Payments (Critical Event)
	Accounts
	Principal

	11th
	File Owner Packs
	
	

	12th 
	PPI Fee Summary
	
	

	13th
	Review Debtor Arrears 
	
	

	14th 
	Balance Trust Account
	
	

	15th 
	Audit Trust Account
	
	

	16th 
	TPN Profiling 02
	
	

	17th 
	Review Vacancy Schedule
	
	

	18th 
	Raise and Attach Tenant Recoveries
	
	

	21st
	Final Receipt of Processes
	
	

	22nd 
	Tenant Billings (Critical Event)
	Accounts
	Principal

	25th 
	Company Payroll
	
	

	26th 
	Archiving
	
	

	27th 
	Review Maintenance Log
	
	

	30th 
	Client Newsletter
	
	

	
	
	
	


Should the above date be on a weekend or public holiday then the respective items must be addressed on the next working day. Should the following not be completed within our standard timeframe then this needs to be brought to the attention of the principals.

FINANCIAL CONTROLS
The company’s proprietary business platform is controlled via unique name and password authorisation levels that allow for various privileges and restrictions. Each transaction or alteration on our accounts can be traced to an individual user, beneficial for forensic auditing purposes, if required.
Systems Overview
All electronic accounting records are processed via an outsourced property management platform that forms part of the cloud based MDA property management service offering.

All client funds are deposited into a Section 32(1) of Act 112/1976 designated client trust account. Each user on the bank account is controlled via a unique user name and login. Only company principals have the privilege of approving payments.

Where possible all accounting records including sauce documents have been stored in both hard and electronic soft copy format. This includes but is not limited to monthly management accounts, trust reconciliations, client cash flow statements, rent rolls, arrears reports and vacancy schedules as well as rates accounts, levy accounts, insurance and security charges, maintenance invoices and client approvals which are referenced and archived.

All related and supporting documentation such as management contracts, lease agreements, client FICA documents and property inspection reports have also been similarly archived in both hard and soft copy format. All hard copy files being archived for 7 years.

Tenant Billings 
Tenant billings are sent out around the 22nd of the month and include tenant base rental charges as well as recoveries. Recoveries are supported by the source document which is electronically attached to the billing statement so that the tenant can verify their accounts. Prior to distribution a pre-billing run is processed and reviewed prior to final approval by a company principal. Once distribution of statements has been completed the billing cycle is rolled over and any further tenant recoveries are raised to the next billing cycle. Tenant payments are receipted via unique tenant reference codes. 

Tenant Deposits
All tenant damage and service deposits are receipted via the tenant reference code in the managing cash book and then transferred to a separate Section 32(1) of Act 112/1976 designated client trust account. Should a claim or refund be processed on the tenant deposit then it will be transferred back to the managing cash book under the same unique tenant reference code that it was originally receipted. Tennant deposit refunds require principal final approval on the bank account once loaded for payment.

Supplier Payments
Accounts are received and logged as per a client accounts payable log and raised for payment at various intervals during the month. The account is captured as per the MDA property management guidelines and support desk. Once an account is raised for payment in the clients bookkeeping it is then raised for physical payment in the trust bank account and awaits approval of a company principal. Accounts are approved on a same day basis provided the account is presented to a company principal for signature and date stamped approval. Prior to payment of accounts a company principal will control that there is sufficient funds available within the client portfolio. 

Owner Payments
Owner payments are typically scheduled for the 10th of the month and are supported by an Owner Cash Flow Statement and Rent Roll which is electronically distributed to Lessor nominated email accounts. Once finalised the physical payments are set up in the bank account as per the net payment reflecting to each owners account. Once payments have been loaded they are presented to a company principal for final approval on the bank account.
Process for Default Tenants
Should a tenant start to default on his/her rent the following procedures are implemented in an attempt to encourage them to pay as well as give us a legal standing in which to Blacklist or  hand them over for litigation should the landlord so require.
It is the responsibility of the debtor’s clerk to follow up on each matter on a weekly basis and to update the debtors comments on MDA with the below stages noted in BOLD CAPITAL. These notes feed through to our landlord reporting and need to be up to date at all times 
STEP 1
· A 20 day LETTER OF DEMAND - is issued to the tenant via email or post on the first month the tenant defaults.(A 20 day LETTER OF DEMAND is applicable for residential tenants only, a 7 day LETTER OF DEMAND is issued to commercial and industrial tenants).
STEP 2
· A CANCELLATION LETTER - is issued to the tenant should they have fail to pay the amount stipulated in the LETTER OF DEMAND in full.
STEP 3
· BLACKLISTED - Once a tenant has been issued the 20 day LETTER OF DEMAND, should they fail to pay 3 consecutive months in a row, irrespective if a CANCELLATION LETTER has been issued, PPI is  legally inclined to now BLACKLIST this tenant with the Credit Bureaus.
· ABSCONDED - Should a tenant ABSCOND, the debtor’s clerk will indicate this under comments on MDA in this tenants account in capital letters. If a tenant absconds and has an outstanding balance with PPI, after 3 consecutive months of non-payment PPI can now legally BLACKLIST this tenant with the Credit Bureaus.
· VACATED - Once a tenant vacates, the debtor’s clerk will indicate this under comments on MDA in this tenants account in capital letters.
CLOSING STATEMENT

It is the intention of this manual to streamline business processes and to create accountability and responsibility within the PPI organisation. Any deviation from the operational procedures without express written consent will result in disciplinary action so as to enforce the high standards of excellence that we are aspiring towards.   
ATTACHED ANNEXURES

Business Process – New Leases

Business Process – Lease Renewals

Business Process – Vacating Leases

Business Process – Legal Handover

Business Process – Landlord Portfolio Take-On

Business Process – Landlord Cancellation

Weekly Meeting Format

Monthly Work Flow
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