
Keep tabs on your bank accounts 
 
In this blog post, we tackle how to help protect owners and managers from employee 
embezzlement. 
 

 

A recent arrest of two property managers in Connecticut spotlights the importance of regularly 
auditing cash flows out of condo association and apartment building bank accounts. The two, arrested 
for larceny, conducted 133 unlawful cash withdrawals, diverted 343 checks, and wrote 105 fraudulent 
checks over a 14-month period from multiple properties. 
  
How did the two get away with it for so long? Primarily by keeping each action small enough that they 
wouldn’t draw attention. The only thing that would have revealed their wrongdoing would have been a 
regular audit of their activities, including reconciling withdrawals and checks with legitimate receipts 
for work. 
  
While theft such as this may be insured, there are clauses in insurance contracts that restrict 
coverage—sometimes based on when the incidents occurred—and those could limit the time a condo 
association or apartment owner has to file a claim. If the occurrence isn’t discovered or reported on 
time, there is a chance it won’t be covered by insurance at all. There are also policy clauses that could 
count each incident as a separate occurrence, causing none to be covered because they don’t exceed 
the agreed-upon deductible. 
  
Keep in mind that embezzlement crimes, if they are committed by insiders, are treated differently 
from theft, such as burglary, committed by outsiders. Each has its own coverage (or exclusion from 
coverage) depending on your apartment insurance or condominium association  policy. It is critical 
that you go over these issues with your agent so you are protected in the way best suited to your 
business. 
  
There are security precautions you can take to minimize your vulnerability to financial crime. An 
example for owners and managers: If you have employees that have online access to bank accounts, 
all access codes should be changed upon the employee’s dismissal. That takes some diligence by 
Human Resources both at the property manager and at the apartment or condo association, but it is 
diligence that can really pay off. If you supply employees with checks, you must also account for all 
the checks that have not been used too—especially in the case that people with access to the checks 
leave the company. Even one or two outstanding checks that cannot be accounted for can be a 
problem. 
  
Investigating internal fraud or fraud perpetrated by trusted money managers can be a delicate and 
expensive issue, and legal fees to get the money back—if possible—can cost a small fortune. Keeping 
a vigilant eye on all your accounts can alert you early if something is amiss, so be alert, even if it is a 
small amount that is unverified, and conduct audits frequently and regularly. 
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