
Claim Scenarios  

These scenarios are not intended to be interpreted as coverage positions. Coverage for any given 

claim is based upon its facts and the specific terms and conditions of the policy. 
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 Breach of By-laws 

Members of an association filed a lawsuit alleging the recent election of a new Executive Director did not follow the correct 

procedures outlined in the by-laws. Defense Costs and settlement exceeded $375,000 

 

 Misappropriation of Funds 

A grant making foundation receiving private donations was alleged to have used those funds for purposes not associated with 

the foundation’s underlying mission. $265,000 in Defense Costs 

 

 Anti-Trust 

A large trade association was being investigated for violations of restraint of trade and anti-trust activities associated with their 

accreditation and certification program. $250,000 in Defense Costs 

 

 Membership Discrimination 

A group of membership applicants of a particular religious belief were denied entry to a country club. They alleged membership 

discrimination based on religion. The claim settled for over $300,000 

 

 Sex Discrimination Case Study  

A female employee who had been working for a nonprofit organization for two years discovered that a male employee with no 

experience had just been hired to work in a similar position at a higher salary than hers. After a year, the male employee was 

promoted to a position over the female employee. The female employee confronted her supervisor about the situation and the 

supervisor declined to offer an explanation. The female employee brought a sex discrimination suit against the nonprofit 

organization claiming she was next in line for a promotion based on seniority. As a result the nonprofit settled out of court and 

defense expenses incurred exceeded $370,000.  

 

 Misappropriation of Funds Case Study  

A donor made a large contribution to a nonprofit. The funds were to be used primarily to aid impoverished children with 

educational and health care needs. Instead, the nonprofit, through its executive director and board of trustees, decided that the 

nonprofit needed to expand the building, and committed a portion of the donation to the building fund. The donor then filed suit 

against the nonprofit itself, alleging misappropriation of funds. The damages included return of the full contribution plus interest. 

As some of the money was already spent, the nonprofit would be financially unable to return the entire donation.  

 

 Age Discrimination Case Study  

A nonprofit organization advertised an open position for a bus driver. This individual would transport community members, who 

did not have a vehicle, to and from appointments and errands. The organization received seven applications. Of the seven 

applicants, one man was not chosen to be interviewed. This applicant alleged he was not interviewed because of his age, and 

he filed suit against the nonprofit organization for age discrimination. The nonprofit organization denied any wrongdoing, but 

settled the case for $135,000 to avoid full litigation costs.  

 

 Sexual Harassment Case Study  

An employee of a nonprofit association was out of work for six months on disability leave for back surgery. This employee was 

guaranteed her position when she returned. Upon her return, she refused to go back to her previous position, claiming she had 

been sexually harassed by her immediate supervisor, which created a hostile working environment.  

 

According to the nonprofit association, no formal complaint of sexual harassment was ever filed and the employee resigned of 

her own volition when no other position was offered to her. However, the employee sued the association for lost wages and 

emotional distress. The case was decided by a jury and although the association was found not guilty of the charges, defense 

expenses incurred by the nonprofit association reached $970,000. 

 

 

 
 


