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Risk reduction for rental properties starts with a solid lease with tenants.

• The lease should  include  a  separate  acknowledgment (as opposed to 
boilerplate language in the lease), that the resident has carefully inspected 
the premises and that the premises are in a clean and satisfactory  condition.

• The lease should state that it is the resident’s responsibility  to keep the 
“interior of the unit clean” and that the resident should promptly notify the 
property manager of any maintenance and repair requests, including leaks, 
moisture problems and/or mold growth.

• Attorney’s fees often become the greatest exposure in the case so the lease 
should contain a provision capping attorney’s fees such as: “ATTORNEY’S 
FEES: If any legal action or proceeding be brought by either party to this 
agreement, the prevailing party shall be reimbursed for all reasonable 
attorney’s fees up to but not exceeding $500.00 in addition to other damages 
awarded. The attorney’s fees limitation applies to statutory, tort and 
contractual claims.”

Tenant discrimination and failure to maintain habitability claims are on the rise.

• The claims will demand statutory damages including an award of attorney 
fees which often are the cost driver of the litigation. We recommend 
that managers follow a written  policy of non discrimination along 
with a comprehensive written policy for responding to complaints. The 
maintenance complaint policy should include intake forms for inquiries and 
complaints. The policy should include how the property manager is going 
to respond to complaints. We recommend that a form be created where the 
nature of the complaint, including date and time, is identified; the response 
to the complaint; and an acknowledgment by the resident that the problem 
was remedied. Appendix A. is a sample of such a form.

• It is imperative that you use licensed and insured vendors in responding 
to water damage and mold complaints. Water intrusion, leaking plumbing 
and mold complaints must be immediately investigated and remedied. 
We recognize that residents often create, cause or exacerbate water and 
mold issues. Appendix B. is a sample lease addendum you should consider 
incorporating into your leases. This addendum outlines the duties and 
responsibilities of the resident.

PROPERTY MANAGER
BEST PRACTICES

Claims and lawsuits against property managers are on the rise; it is more and more common for a property owner or homeowners association to sue their 
own property manager. Defense of these claims often exceeds $100,000 in legal fees. Whether it is a management agreement, lease agreement, accounting 

records or decisions made by the board of directors of a client, documentation is always the key to a good defense. 
The following are tips to help you reduce your liability risks and stay out of court.

• Residents often allege that he or she made “numerous” verbal complaints to 
the property manager with “no response.” In order to properly defend against 
these claims, it is essential that the property management company have a 
system in place that can be referenced by defense counsel as evidence against 
such claims.  If you have a written system and policy  in place and there is no 
evidence that a phone call was made by a resident, defense counsel can use the 
absence of such information as evidence that the resident did not, in fact, make 
any verbal complaints

• To help protect against claims by rental tenants or the rental property owner, 
we also recommend annual inspections with a written checklist of rooms and 
areas inspected and include digital photographs from the inspection. As with 
the move-in inspection, the resident should acknowledge that the unit is in a 
satisfactory condition.

• Property managers should have an express defense and indemnity provision 
in the management contract with the property owners or homeowners 
association.  Sample wording follows: “The property owner shall Defend and 
Indemnify the Manager even in the absence of any insurance coverage to meet 
such obligation.”

• The management contract should provide that the property manager be named 
as an additional insured on the property owner’s insurance policy. Be sure to 
follow-up with the insurance agent for the property owner or homeowners 
association to confirm coverage for the property manager and secure the 
additional insured endorsement.

• Why? A typical Comprehensive General Liability policy may not cover 
a slip and fall claim that occurs at a property managed by the insured 
property manager. The professional liability policy for the property 
manager also may not cover any bodily injury or general liability 
claims. Note: Some property owner or homeowners association 
policies also automatically include “real estate manager” under 
their definition of insured since those policies are meant to cover the 
property manager as well.

• 
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This Complaint Form is for example purposes only

APPENDIX A

Bath Electrical Misc.Kitchen

     Shower/Tub

     Toilet

     Faucet (Cold)

     Faucet (Hot)

     Fan

     Sink*

     Other*

     Stove

     Oven

     Dishwasher

     Trash Compactor

     Faucet

     Garbage Disposal

     Microwave

     Cabinets

     Drawers

     Ceiling Light

     Other*

     Heating/AC

     Fireplace

     Smoke Detector

     Outlets/Wall Switch*

     Other*

     Screens

     Windows/Drapes

     Carpet/Flooring

     Closet Door/Rod

     Fan

     Sink*

     Other*

*Specify in Notes

Description of repair or replacement and notes:

Place a check mark next to needed repairs or replacements:

Sample Complaint Form
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APPENDIX B

THIS AGREEMENT made and entered into between                                                               , “Owner/Agent” and                                                         , 
“Resident.”  Resident is renting from Owner/Agent the premises located at:

Street Address:                                                                                                                                                             Unit # (if applicable):                                 
  
City:                                                                                                                      State:               Zip:                            
 

It is our goal to maintain the highest quality living environment for our residents. Therefore, know that the Owner/Agent has inspected the unit 
prior to lease and knows of no damp or wet building materials and knows of no mold or mildew contamination.  Resident is hereby notified that 
mold, however, can grow if the premises are not properly maintained or ventilated. If moisture is allowed to accumulate in the unit, it can cause 
mildew and mold to grow. It is important the Residents regularly allow air to circulate in the apartment. It is also important that Residents keep the 
interior of the unit clean and that they promptly notify the Owner/Agent of any leaks, moisture problems, and/or mold growth.Resident agrees to 
maintain the premises in a manner that prevents the occurrence of an infestation of mold or mildew in the premises.  Resident agrees to uphold this 
responsibility in part by complying with the following list of responsibilities:

1.  Resident agrees to keep the unit free of dirt and debris that can harbor mold.
2.  Resident agrees to immediately report to the Owner/Agent any water intrusion, such as plumbing leaks, drips, or “sweating” pipes.
3.  Resident agrees to notify owner of overflows from bathroom, kitchen, or unity laundry facilities, especially in cases where the overflow  may have 
permeated walls or cabinets.
4.  Resident agrees to report to the Owner/Agent any significant mold growth on surfaces inside premises.
5.  Resident agrees to allow the Owner/Agent to enter the unit to inspect and make necessary repairs.
6.  Resident agrees to use bathroom fans while showering or bathing and to report to the Owner/Agent any non-working fans.
7.  Resident agrees to use exhaust fans whenever cooking, dishwashing, or cleaning.
8.  Resident agrees to use all reasonable care to close all windows and other openings in the premises to prevent outdoor water from  penetrating                       
into the interior unit.
9.  Resident agrees to clean and dry any visible moisture on windows, walls, and other surfaces, including personal property, as soon as reasonably 
possible.  (Note:  Mold can grow on damp surfaces within 24 to 48 hours.)
10.  Resident agrees to notify the Owner/Agent of any problems with the air conditioning or heating systems that are discovered by the Resident.
11.  Resident agrees to indemnify and hold harmless the Owner/Agent from any actions, claims, losses, damages and expenses, including, but not 
limited to, attorneys’ fees that the Owner/Agent may sustain or incur as a result of the negligence of the Resident or any guest or other person living 
in, occupying, or using the premises.

The undersigned Resident(s) acknowledge(s) having read and understood the foregoing, and receipt of a duplicate original.

Applicant:                                                                                                                                                                                                                                                 

Applicant’s Address:                                                                                                                                                                                                                            

Home Phone:                                                                             Work Phone:                                                                                                                   

Applicant:                                                                                                                                                                                                                                                 

Applicant’s Address:                                                                                                                                                                                                                            

Home Phone:                                                                             Work Phone:                                                                                                                   

Date:                                         Owner/Agent:                                                                                                                                                             

Mold notification addendum to Rental Agreement Lease

This Lease Addendum is for example purposes only. Please consult your attorney or legal advisor prior to use.
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Sample Lease Addendum


