damage to property arising from or relating to a fire within the Covered Property. Each Owner shall
be further deemed to have acknowledged that compliance with any such rules, regulations or
guidelines is not a guarantee against damage or destruction caused by fire.

7.9  Water Intrusion. Notwithstanding any other provision herein, in the event that
there shall be intrusion of water into any Dwelling or Common Area Improvement constructed by
Declarant (including, without limitation, as a result of any roof, window, siding or other leaks
(including, without limitation, plumbing leaks), and which leak constitutes an Alleged Defect), the
owner of the affected Improvements (including the Association) shall, in addition to any obligations
set forth in any applicable Warranty, be obligated to immediately notify Declarant of such event,
and the owner shall take all necessary and appropriate action to stop any such water intrusion.
Declarant shall thereafter have all of the rights afforded Declarant to inspect the condition, including
the right to assess the likelihood of mold or mildew, and to offer recommendations for mitigation of
mold or mildew. Each Owner and the Association shall be obligated to take all reasonable steps to
mitigate any possible spread or accumulation of mold or mildew. Nothing herein shall obligate
Declarant to take any corrective action, nor shall any rights of Declarant under this subsection
constitute an admission or acknowledgment that any causes of any water intrusion are the result of
defective construction. Failure of any Owner or the Association to timely notify Declarant of any
such water intrusion shall be cause to deny future claims against Declarant relating thereto, which
claims could have been mitigated had earlier action been taken.

ARTICLE VIII
INSURANCE

8.1 Types. The Association, to the extent available, shall obtain and continue in effect in
its own name the following types of insurance with such deductible provisions as may be appropriate
so long as such amounts or type of insurance coverage are not, in the good faith judgment of the
Board, prohibitively expensive or no longer necessary or appropriate for the protection of the
Covered Property, the Association and the Members:

(a) a policy of commercial general liability insurance covering the
Common Areas with a limit of not less than Three Million Dollars ($3,000,000) for claims for
personal injury and/or property damage arising out of a single occurrence, such coverage to include
protection against water damage liability, liability for non-owned and hired automobile and liability
for property of others, and such other risks as shall customarily be covered with respect to similar
master planned developments in the area of the Covered Property, and shall contain a “severability
of interest” endorsement or the equivalent which shall preclude the insurer from denying the claim
of an Owner because of negligent acts or omissions of the Association or other Owners;

(b) a policy of fire and casualty insurance (all-risk) with extended
coverage for the full replacement value of the Common Areas (including all building service
equipment and the like), without deduction for depreciation, with an “agreed amount endorsement”
or its equivalent and clauses waiving subrogation against Members and the Association and persons
upon the Covered Property with the permission of a Member, such insurance to afford protection
against at least loss or damage by fire and other hazards covered by the standard extended coverage
endorsement, and by sprinkler leakage, debris removal, cost of demolition, vandalism, malicious
mischief, windstorm, water damage, and such other risks as shall customarily be covered with respect
to similar planned unit developments in the area of the Covered Property; and '
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(c) fidelity coverage against dishonest acts on the part of directors,
officers, employees or volunteers who handle or who are responsible to handle the funds of the
Association, and such fidelity bonds shall name the Association as obligee, shall be written in an
amount equal to twenty-five percent (25%) of the estimated annual operating expenses of the
Association, including reserves, and chall contain waivers of any defense based on the exclusion of
persons who serve without compensation or from any definition of “employee” or similar expression.

(d)  directors and officers liability coverage with a limit not less than One
Million Dollars ($1,000,000), for individual liability of officers and directors of the Association for
negligent acts or omissions in that capacity.

8.2  Waiver by Members. All insurance obrtained by the Association shall be maintained
by the Association for the benefit of the Association, the Owners and the Mortgagees as their
interests may appear. As to each of said policies which will not be voided or impaired thereby, the
Owners hereby waive and release all claims against the Association, the Board, other Owners, the
Developer Parties, and the agents and employees of each of the foregoing, with respect to any loss
covered by such insurance, whether or not caused by negligence of or breach of any agreement by
said persons, but to the extent of insurance proceeds received in compensation for such loss only.

8.3 Other Insurance. The Board may and, if required by any Institutional Mortgagee,
shall purchase and maintain in force demolition insurance in adequate amounts to COver demolition
in the event of total or partial destruction and a decision not to rebuild, as well as a blanket policy of
flood insurance. The Board shall also purchase and maintain workmen’s compensation insurance, to
the extent that the same shall be required by law, for all employees of the Association. The Board
shall also purchase and maintain in effect such insurance on personal property owned by the
Association, and such other insurance, as it deems necessary or as is required by an Institutional
Mortgagee including, without limitation, earthquake insurance, plate-glass insurance, and errors and
omissions insurance.

8.4  Premiums, Proceeds and Settlement. Insurance premiums for any such blanket
insurance coverage obtained by the Association and any other insurance deemed necessary by the
Association shall be a Common Expense to be included in the Regular Assessments levied by the
Association. Casualty insurance proceeds shall be used by the Association for the repair or
replacement of the property for which the insurance was carried, or otherwise disposed of as
provided in the Article hereof entitled “Destruction of Improvements. » The Association is hereby
granted the authority to negotiate loss settlements with the appropriate insurance carriers. Any two
(2) directors of the Association may sign a loss claim form and release form in connection with the
settlement of a loss claim, and such signatures shall be binding on the Members.

8.5 Annual Insurance Review. The Board shall annually determine whether the
amounts and types of insurance it has obtained provide adequate coverage for the Covered Property
in light of increased construction costs, inflation, practice in the area in which the Covered Property
is located, or any other factor which tends to indicate that either additional insurance policies or
increased coverage under existing policies are necessary or desirable to protect the interests of the
Owners and of the Association, or otherwise required to comply with then applicable laws, rules, or
regulations. If the Board determines that increased coverage or additional insurance is appropriate, it
shall obtain the same.
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8.6 Abandonment of Replacement Cost Insurance. Unless at least seventy-five percent
(75%) of the Institutional Mortgagees based on one (1) vote for each First Mortgage held have given
their prior written approval, the Association shall not be entitled to fail to maintain the extended
coverage fire and casualty insurance required by this Article on less than a one hundred percent
(100%) current replacement cost basis.

8.7 Notice of Fxpiration Requirements. If available, each of the policies of insurance
maintained by the Association shall contain a provision that said policy shall not be canceled,
terminated, materially modified or allowed to expire by its terms, without at least thirty (30) days
prior written notice to the Board and Declarant, and to each owner and mortgagee, insurer and
guarantor of a First Mortgage who has filed a written request with the carrier for such notice and
every other person in interest who requests such notice of the insurer. In addition, fidelity bonds
shall provide that they may not be canceled or substantially modified without ten (10) days prior
written notice to the Association and to each FNMA servicer who has filed a written request with the
carrier for such notice.

8.8 Federal Requirements. Notwithstanding the foregoing provisions of this Article, the
Association shall continuously maintain in effect such casualty, flood and liability insurance and a
fidelity bond meeting the insurance and fidelity bond requirements for planned unit development
projects established by any of the Federal Agencies, so long as any Federal Agency is a Mortgagee,
Owner, or insures or guarantees a Mortgage within the Covered Property, except to the extent such
coverage is not available or has been waived in writing by the foregoing entities.

ARTICLE IX
DESTRUCTION OF IMPROVEMENTS

9.1  Duty of Association. In the event of partial or total destruction of Improvements
upon the Common Areas, it shall be the duty of the Association to restore and repair same as
promptly as practical pursuant to this Article. The proceeds of any casualty insurance maintained
pursuant to this Declaration shall be used for such purpose, subject to the prior rights of Mortgagees
whose interest may be protected by said policies.

9.2  Automatic Reconstruction. In the event that the amount available from the
roceeds of such insurance policies for such restoration and repair shall be at Jeast eighty-five percent
(85%) of the estimated cost of restoration and repair, a Reconstruction Assessment, with each
Owner contributing a like sum, may be levied by the Association to provide the necessary funds for
such reconstruction, over and above the amount of any insurance proceeds available for such
purpose, and the Board shall cause the damaged or destroyed Common Areas to be restored as
closely as practical to its condition prior to the destruction or damage.

9.3  Vote of Members. In the event that the amount available from the proceeds of such
insurance policies for such restoration and repair shall be less than eighty-five percent (85%) of the
estimated cost of restoration and repair, the Improvements shall be replaced or restored unless
twenty-five percent (25%) of the voting power of the Association objects in writing to such
replacement or restoration or votes against the same at a meeting duly called therefor. Such written
objections or vote must include at least twenty-five percent (25%) of the Class A Members. If the
Members do not disapprove such replacement or restoration, the Board shall levy a Reconstruction
Assessment, with each Owner contributing a like sum, in order to provide the necessary funds for
such reconstruction, over and above the amount of any insurance proceeds available for such
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