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The Coverage Speaks for Itself
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SCENARIO

The president of the homeowner association (HOA)
board of directors was working with his company’s
insurance broker, who was also the broker for the
HOA. As they concluded their business, the president
mentioned that he was glad that the premiums for

his business insurance hadn’t skyrocketed like those
of the HOA. The broker was puzzled, and responded
that the HOA's premiums had only increased by about
3%. Sensing that something was wrong, the president
reviewed the HOA's financial records. The treasurer
of the HOA board, who was responsible for writing
checks for the association, including those that paid
for insurance premiums, had created a phony account
with a name that was almost identical to the HOA's
insurance company. The treasurer had been issuing
duplicate premium checks, one which was sent to

the insurance company and another which was sent
to the phony account he had created for himself.

An investigation revealed that the treasurer had
embezzled almost $90,000 over three years.

RISK CONTROL TIP

Ideally, all checks should require two signatures to
provide additional protection to the HOA. Invoices
should be saved for a reasonable period of time,
all checks written on the HOA's account reviewed
to identify the corresponding invoice, and all bank
accounts reconciled periodically.

SCENARIO

A condominium association entered into an agreement
with a property manager (PM) to manage the
building. The PM maintained the building’s operating
and reserve accounts, and was required to provide

a monthly report of income and expenses to the
board. One board member was talking to a friend
who mentioned that the PM had been accused of
mismanaging other buildings in the past. Concerned,
the board member brought this information to the
attention of the board. The board decided to request
bank statements from the bank and, upon review,
found that the bank statements reflected much less
money in the accounts than what had been indicated
in the PM’s reports to the board. Further investigation
revealed that the PM had been transferring money
from the condominium’s accounts into his own
account, and providing fraudulent reports to the
board. In total, PM embezzled $150,000 from the
association over five years.

RISK CONTROL TIP

Do not rely exclusively on reports provided by your
property manager or other third parties. Periodically
cross-reference them against third party records such
as bank statements to ensure that the reports you
receive from your property manager accurately reflect
the contents of your accounts.
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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.
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