ARTICLEV
INSURANCE

Section 5,01 [nsurance Bequirements. The Association shall be respoasible and obligated 1o purchase and
maintain at all times the following types of msurance:

A. Comprehensive General Liablity and Property lnsurages. Comprebensive goneral labality and property
damage insurance covering all Comman Areas and all sther aress inder the jurizdiction ar coatrol of the Association
shall be purchased by the Association and shall be maintained in full force and effect at all times. Such insurance palicy
of policies shall contain, if availahle, 2 "severability of interest™ clause or endorsement which shall precluds the msurer
from denying the claim of a Dwelling Unit Owner becaiss of negligent scts of the Associstion or of any olber Dwelling
Uit Cramers. The scope of coverage of such policy or policies must include all other coverage in the kinds and amounts

commanly required by private matimtional morigage investors for projects stmilar in construction, location and use as
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least ten (10} days wriflen solse to the Association. |n commection with such coverage, and appropriste endorsemsnl 1o
the policy 1o cover agy persons who serve withoul compensstion shall be sdded, if the policy would not otherwese cover
volunteers,

E. Minimum Finangiog Rating Camrier. Each hazard insurance polwy obtaied by the Associalion pursuant to
the forcgoing shall be wrinen by bazard insurance carrier which has s financial rating by Best's Insurance Reports of
Class VT or better and a general policy bolder's rating of at east B. Hazard insurance policies shall also be acceplable
from an nsurance carrier which has a financial rating by Best's Insurance Feports of Class V', provided that such
insurance carrier bas a general policyhalder's raling of al least A, Each such carrier shall be spesifically licensed or
authorired by law to transact business m the Sta1e of Anzooe

Policies shall be uoacceptable where:

{1} Under the terms of the carrier's charter, by-laws, or pelicy, conmibutions or assessments may be
made aguinst 2 Dwelling Unit Owoer or the designee of the Federal Home Laan Mortgage Corporation, ar the Federal
Housiag Authority or the Veterans Administratio, or

(2} By the terms of the carrier’s chaster, by-laws, or paolicy, loss payments are cogtingest upon Action
by the camier's board of directors, policy beklirs of members; oe

{3} The Palicy includes any limiting clawses (other than insurance conditions) whish cauld prevent the
Federal Home Loan Morigage Corporation, Federal Hoasing Administration or the Velerans Adminictration or any
Drwelling Unit Owner from eollecting insurance proceeds,

F. o Geperal Every policy of insurance cbixined by the associstion shall conluin an express waiver, if
available, of 2y and all rights of subrogation against Declarant, Developer, the Board, and such ather persons or enlitics
affiliated with the Association such as & manager and their representatives, members and employees and a provisian, if
available, preventing amy cancellstion or morigagees. 1n addition, every policy of insurance obtained by the Associain
shall provids, if available, for the payment of assetsments which ihe insured property is obligated for nader this
Deeclaratinn until the insared property is repaired and made habitsble. The Lability insurance hersinabove specilicd
shall name as separately protected insured Declarant, Developer, the Association, the Board, snd such ather persons or

entities affiliated with tha Associstion sich as @ manager aod iheir represcntatives, members sod employees s their
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inlerest may appear Wil respest 1o aoy Hability ansing ow of the maintenance or use of anv msured property. As to
each such policy. which will not be voided or impaired thereby. the Assocution bereby warves and releases all claims
againat the Declarant. the Board. the Developer and such olber persoas or eotities pamed io 3aid persoas, bul oaly 1o the
exient that insurance procesds are received i compensation for such lass. An "Agreed amount sand inflation guard
endorsement” should be inclieded in the policies, and if the construction or building code may requine changes to
uodamaged porticns of the property even when only part of the projest is damaged or destroyed, and endarsement
covering seme must be included m the inswrance policies.

G. |psuragss Premiums. Premiums for iostrancs purchased or obleined by the Association shall be a
common expense payable through assessments of Dwelling Units and all such insurance coverage oblained by the
Board shall be wrilten in the came of e Association, as trustes for cach of tse Owaers.

H. Additonsl Optional [nsursnee by Creper. o addition Lo the aforesaid inmurance required to be carmied by
ibe Association, any Owner may, if befshe wishes, at hisher own expense, carry any and all other ingurancs he'she
decms advissble; however, il available, said policy or policies shall provide that there shall be no contribution or offset
hmmpauﬁuurmmmmm:um@mmmwwmmm It shall be the ndividual
mmmdmhmmllhhhnmmm_gpmﬂuhdw:mﬂl. Orwner's Liahility insurance, theft and
olber msurance covering personal and real property damages and loss.

1. DestructionTasurance Procesds, o the event of o substantial damage or destrection of any Dwelling Unit or
any part of the Commoa Ares, any first mortgage on 2 Dwelling Unit will be entitled 1o timely written notice of any such
damage or destruction and oo Crwaer of 2 Dwelling Unit or olber party shall have priority over such first mortgages with
respect 1o the distribution to such unit Cwoer of any nsurance procesds.

Section 5.02 Copdemnation Destruction.

A, Condemnation.

I. Taking The term "takiog", 2s used in this Scction, shall mesn either (8) condemnation by eminent
domain, or (b) sale under threal of condemaation.
2. Authority of Board. In the event of o threstened taking of all or sy pertion of the Common Arca,

the Chwners bereby appoint the Bosrd and such persoas as the Board may delegats to represeat all of the Owaers in
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eonnection wilh the laking. The Board shall sct in its sole discretion with reapect 1o any awards bemg made in
eoaneciion with ihe 1aking and shall be eatitled to make a voluntary sabe 1o the condema or mn Licu of engaging in a
condemnation action.

3. Pamtial Taking: [o the event of o taking of less than all of the Comemon Area, the rulss a3 1o
resioration and replacement of the Comumen Arca and the improvements (herean shall spply a5 m the case of destruction
of improvements upag the Common Area

4. Distributicn of Procesds. Amy awards received on account of the taking shall be paid io the
Aszocisfion. [othe evenl of a toedal 1aking. the Board shall retain any award in the general funds of the Association.
Motwithstarding sovihing io ibe contrary in (s Section, be distribufion of any awsrd or swards for 2 taking of all or
any portion of the Common Ares shall be subject to the prioe nghts of Morigage=s,

B. Destiuction.

1. Dutvof Aseociaticn. In the event of & partial o toral destruction of the Common Ares, Common
Property ar improvemenls thereon, it shall be the duty of the Assaciation to restore and repair the same to their former
condition as prompily as is practicable and in a llwﬁ.lﬁgl.n.li workmanlike manner. The proceeds of any inswaoce
maintained pursuant hereto shall be used for such purposs, whiuﬂwhprinrﬁghuﬂfh{mm;ﬂswhnu inlerests may
be prolected by said policies.

If the amount availabls from the

proceeds of such insirance policies for such restaration and repair is at least cighty percent (80%) of the estimated cost
of Restoration and repair, the improvements shall not be replaced or restored unless approved by the vole o written
consent of Members entitled to exercise bwvo-thirds (2/3) of the voting power of the membership of the Asseciation,

8. Bebyilding Mot Auborzed: First Morgagee Approval Norwithsianding the foregoing, unless al
least fifty-ane (51%) of the Eligible Mortgage Holders, based on ane (1) vols for éach Mortgage held, have given their
prior writlen approval, the Association shall not be entitled to use hazard proceeds for losses to aay Common Area for
ather than the repair, replacement or reconstruction of such mprovements.

b. Open Common Aren: Firs Mongages Approval In the event of 2 determination not 1o replacs or

restore the improvements on the Common Ares, and provided that in the evest of such determination the Assozintion

22

10504 107



shall abtain the addilionsl written consent of fifty-one (51%) of such Eligible Mortgage Holders, based oo one volz for
each Morgage held. the Comumas Area shall be cleared and landscaped for open Common Ares 1o be used by the
Cwners pursuant io Ariicle V1 hereof, and the cosis ibereol shall be paid for with the insurasce proceeds, and any

deficiency may be raised by the levy of uniform Reconstruction Asisisspents in 20 amount determined by the Board,

4. Distriby

dde. 1o the evenl any excess nsurance proceeds rermam,
the Board shall retain such sums in the genersl finds of the Association. Notwilthstanding anythiog to the contrary in
this Sectien 5.02 the distribution of any insurance proceeds for any damage or destruciion to the Common Area shall be

subject to lhe poor nights of Morgagees.



