
Some financial rewards can be deemed unethical 
 
Doesn’t it feel great when someone rewards you for a job well done? If it’s your employer, 
you may be motivated to work a little harder or more cheerfully. If it’s a resident, a vendor, 
a community member or another property management firm, however, you might want to 
think twice.  
 

 

Accepting or providing considerations of value could be considered unethical, depending on the situation. Let’s take a look 
at some standards of professionalism for commercial residential property managers and their staff, based on the National 
Association of Residential Property Managers’ Code and Standards. 
  
Article 10 of the NARPM Code of Ethics says, “The property manager shall not engage in the improper acts of price fixing, 
antitrust, or any anti-competitive practices with other property managers.” That sounds easy enough to abide by on its face, 
but when you dig a little deeper, some fairly standard practices could be taboo. 
  
For example, fees, commissions and compensation should not be discussed with other property managers. So much for 
money talk at those industry conference happy hours! Additionally, property management staff should not participate in any 
discussions that could result in antitrust issues, such as boycotting, price fixing, collusion, market allocation or any other 
items dealt with under the Sherman Antitrust Act. Have you read that lately? Not many have. 
  
As for setting fees and commissions, professional standards indicate they should be based upon, though not limited to, 
expertise, experience and the cost of the service or expense. What about setting commissions and fees based on the 
estimated ability of individual residents’ income or capacity to pay? That is similar to price optimization used in other 
industries—a practice increasingly being banned by state legislatures across the nation. 
  
Rebating 
Did you know that many companies will pay a bonus or some other remuneration for placing certain kinds of business? In 
some industries, such an incentive plan might make sense for new business development, but it can be fraught with 
problems—anything from discrimination to lack of transparency issues. NARPM specifically advises against property 
managers accepting commissions, rebates, profits, discounts or any other benefit that hasn’t been fully disclosed to and 
approved by the client. It adds that property managers should not receive any form of compensation, rebates or any other 
benefits without full disclosure to their employer or broker. 
  
Though laws vary by state, it is common for property managers engaged in finding residents to be barred from paying cash 
to an unlicensed person for lessee or buyer referrals. Some states allow incentives such as gift cards usable for merchandise 
only to be passed on to unlicensed parties for referrals, but there are typically very low monetary maximums for such gifts. 
  
Violations of rebating rules can result in black marks on your professional record, monetary penalties and even licensing 
problems. If the property management company has encouraged rogue behavior, regulators could apply harsh sanctions. 
Your commercial insurance policy might not respond in these situations, depending on the terms of your insurance contract, 
so check that agreement carefully and enact strict policies when it comes to rebates, fees, commissions and incentives. 
  
The costs of regulatory investigations and penalties can be burdensome to both individual property management employees 
and the company. Even if you are ultimately cleared, the upfront investigative and legal costs can be painful. Knowing your 
local laws and avoiding any specter of wrongdoing is the best method of preventing losses in this area. We encourage 
enforcement of a strong code of ethics to develop a culture of transparency and fairness in all your incentive and reward 
programs. 
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