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Property Manager Accounting Fraud

SCENARIO

A property manager managed nine community associations within the city for LR Realty, and also owned an
interior design business. Among other responsibilities, the PM assisted with the accounting of homeowner funds
and helped bid contracts for maintenance and improvements. She created fraudulent invoices for goods and
services in the name of her interior design company and submitted the invoices to the community associations.
Although the invoices contained descriptions of the items that were billed, none of them were actually purchased.
The invoices were paid out of association funds and the PM altered the monthly financial statements to cover it up.
Over ten years, she embezzled over $300,000.

RISK CONTROL TIP

In addition to reviewing bank statements, the board should ensure that expenditures are legitimate and that the
products or services purchased are, in fact, purchased for the benefit of the HOA.
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The purpose of this material is to provide information, rather than advice or opinion. The information it contains is accurate to the best of the author’s knowledge as of the date it was written,
but it does not constitute and cannot substitute for the advice of a retained legal professional. Only your own attorney can provide you with assurances that the information contained herein
is applicable or appropriate to your particular situation. Accordingly, you should not rely upon (or act upon, or refrain from acting upon) the material herein without first seeking legal advice
from a lawyer admitted to practice in the relevant jurisdiction.

These examples are not those of any actual claim tendered to the CNA companies, and any resemblance to actual persons, insureds, and/or claims is purely accidental. The examples
described herein are for illustrative purposes only. They are not intended to constitute a contract, to establish any duties or standards of care, or to acknowledge or imply that any given
factual situation would be covered under any CNA insurance policy. Please remember that only the relevant insurance policy can provide the actual terms, coverages, amounts, conditions and
exclusions for an insured. All CNA products and services may not be available in all states and may be subject to change without notice.

lan H. Graham Insurance is the brand name for the brokerage and program administration operations of Affinity Insurance Services, Inc., a licensed producer in all states (TX
13695); (AR 100106022); in CA & MN, AIS Affinity Insurance Agency ,Inc. (CA 0795465); in OK, AIS Affinity Insurance Services Inc.; in CA, Aon Affinity Insurance Services, Inc., (CA
0G94493), Aon Direct Insurance Administrators and Berkely Insurance Agency and in NY, AIS Affinity Insurance Agency. X-14906-0725



