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       * This disposition is not appropriate for publication and is not precedent
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The district court granted summary judgment to Travelers Casualty and

Surety Company on the ground that Pestmaster’s losses were not covered under its

Crime Policy.  Pestmaster appeals this decision, alleging coverage under two

provisions.

First, Pestmaster argues that the transfer of funds from its bank account to

Priority 1’s bank account is covered by the Funds Transfer Fraud provision.  The

district court found that this provision “does not cover authorized or valid

electronic transactions . . . even though they are, or may be, associated with a

fraudulent scheme.”  We agree that there is no coverage under this clause when the

transfers were expressly authorized.

Second, Pestmaster seeks coverage under the Computer Fraud provision. 

The Policy defines Computer Fraud as “[t]he use of any computer to fraudulently

cause a transfer . . . .”  We interpret the phrase “fraudulently cause a transfer” to

require an unauthorized transfer of funds.  When Priority 1 transferred funds

pursuant to authorization from Pestmaster, the transfer was not fraudulently

caused.  Because computers are used in almost every business transaction, reading

this provision to cover all transfers that involve both a computer and fraud at some

point in the transaction would convert this Crime Policy into a “General Fraud”

Policy.  While Travelers could have drafted this language more narrowly, we
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believe protection against all fraud is not what was intended by this provision, and

not what Pestmaster could reasonably have expected this provision to cover. 

We accordingly affirm the district court’s decision that no coverage was

afforded under the Computer Fraud provision for any transfers to Priority 1 that

were authorized by Pestmaster.  However, we remand to the district court to

determine whether the Computer Fraud provision or the Funds Transfer Fraud

provision covers the allegedly unauthorized transfers on May 23 and 27, 2011,

totaling $11,991.89.  Each party to bear their own costs.

AFFIRMED IN PART, VACATED IN PART, and REMANDED.

  


