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The Coverage Speaks for Itself
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Debit Card Fraud

SCENARIO

An HOA board member noticed that the property manager’s debit card expenses appeared to be higher than
would be expected. Upon investigation, it was discovered that the PM had used the HOA debit card for personal
expenses. After the PM was fired for using her HOA debit card to pay for over $50,000 of personal expenses, the
board discovered more than 100 fraudulent construction invoices for work that had never been done. The PM had
conspired with a friend who owned a construction company who sent the PM invoices for projects which were
never undertaken. The PM then paid the invoices from the HOA’'s accounts and her friend cashed the checks and
split the money with her. The PM subsequently plead guilty to embezzling almost $500,000. As the PM had lost
most of the money gambling, the HOA was unable to recover much of the money..

RISK CONTROL TIP

The board should review monthly bank or charge card statements to discover any potential inappropriate usage,
and periodically should review invoices for goods and services to ensure that the HOA received the goods and
services and that the correct amounts were paid. Debit cards are particularly dangerous because they do not
require dual signatures and the funds come directly from the HOA accounts. Issuing credit cards may be a less
risky alternative.
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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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