11.1  Authority, Name of Insured,

The Board of Directors shall obtain and maintain casualty and liability insurance undéffsjuc‘:]:i
terms and for such amounts as shall be deemed necessary by the Board of Ditectors. Monetary levels

of coverage shall be determined annually by the Board of Directors with as C
the insurance company affording such coverage. Unless not reasonably availabl
shall follow the terms, conditions and amounts required by Section 11.2 here
insured under each required policy shall be stated as follows:
Condominium Association." -

11.2  Insurance Policies and Coverage.
11.2.1 Master Policy.

The Condominium shall be insured under a/
against casualty or physical damage in an amount equal to the maximum insurable replacement value
of the Commeon Elements and the Units (i.¢., 100% of tgtal replacement costs based upon the value
ofreplacing all buildings and all improvements 6fthe Condgminium exclusive of land, excavations
and foundations, utilizing contemporary building materials andtechnology.) Such coverage shall
afford protection against; ! ' E g

L "blanket" or “entity” type of policy,

(8)  lossordamageby,fire, vandalism, malicious mischief, windstorm, and other
hazards covered by the standard “broad form™ and/or "spécial” extended coverage endorsements or

their equivalent, together with Common Expense assedsments coverage with respect to the Units

S n; abd such'other perils customarily covered by insurance
for similar condominium projects. St verage shall insure all buildings and other General and .
Limited Common Elements that are n y.included in coverage. The policy shall also cover all
of the Units and their bathroom, ry and kitchen equipment, fixtures and cabinets, together with
all included electrical and plumbing fixiures-and equipment, any heating and ventilating and other
equipment supplied or installed by the Declarant, but not inchuding furniture, furnishings or other
personal property supplied or installed by Unit Owners. The policy shall also cover other
Condominium property including ﬁ)gtﬁres, building service equipment and common personal
property and suppliés.owned by the Owners Association or included in the Common Elements. An
insurance policy that in¢ludes either of the following endorsements will assure full insurable value
replaceme

during any period of repair or reconst:

i) a Guaranteed Replacement Cost Endorsement (underwhich the insurer
insurable property regardiess of the cost) and, if the policy includes a

agreg;s"fto\replaégﬁ"’d}
“Agreed Amount Endorsement (which waives the requirement for

coinsurance. clause, ar
coinsurance); or, &
o\

' } (i)  aReplacement Cost Endorsement (under which the insurer agrees to
pay upto.100% of the Property's insurable replacement cost, butno more) and, if the policy includes -
a coinsuratice clause, an Agreed Amount Endorsement (which waives the requirement for
coinsurance),
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{(by  the following Special Endorsements, or their functional equivalent:

(i) an Inflation Guard Endorsement, when it can be obtained; and

: (i)  Building Ordinance, Construction Code or Law Endorsément, if the
enforcement of any building, zoning, or land-use law will result in loss or damage, ed cost”

of repairs or reconstruction, or additional demolition and removal costs. (The endorsement st
provide for contingent liability from the operation of building laws, demolition costs, and increased

costs of reconstruction.) '

()  liability for death, personal injury and property damage arising from the use,
ownership or maintenance of any of the Common Elements. The insurance should also cover any
commercial spaces that ate owned by the Association, even if they are:leased to others, Coverage
should be afforded under a commercial general liability policy.for the entire project, including all
areas under the supervision of the Association. Limits offability shall in nio.event be less than
$1,000,000 with respect to any single occurrence; and

k4

mounts as are customarily provided in

(d) medical payments coverage, in su
such policies,

11.2.2 Flood Insurance.

. If any part of the Condominium's improvements are in S_p’écial Flood Hazard Area -- which
is designated as A, AE, AH, AQ, A1-30,/A-99, V, WE, or V130 on a Flood Insurance Rate Map
(FIRM), the Association must maintain a "mastet" or "blanket" policy. of flood insurance which
should cover buildings and any other improvem: constituting Common Elements, If the project
consists of high-rise or other vertical buildings, the As§ociation must have a separate flood insurance
policy for each building that houses dwellirig units. The amount of flood insurance should be at least
equal to the lesser of $250,000:0r 100% of the insufable value of the facilities, or the maximum
coverage available under the appropriaté National Flood Insurance Administration program. The
contents coverage must include 100% of the insurable value of all contents, including any machinery
and equipment that are ot part'of the building, but which are owned by the Association for its
members, The maximu;z’il deductible*;ﬁ\_:;pounf: for policies covering the Common Elements or for
those covering cach building in a high-rise or vertical condominium project, is the lesser of $5,000
or 1% of the policy’s face.amount. Funds to cover this deductible amount may be inclided in the

Association’s operating res t.

Ed b i

11.2.3 Rarthquake Insurance.

If desi ggigz'é?ﬂa;reasonéibly available, earthquake insurance may be obtained. The Board
should consider,the advisability of maintsining funds to cover any deductible applying to such
- coverage in the Association's operating reserve account.

e

itectors' and Officers’ Insurance.

If reasonaéjly available, the Board shall acquire Directors' and Officers' errors and omissions
ice to satisfy the Association's indemnification responsibilities under the Bylaws of the
Condomi

11.2,5 Fidelity lnsurance,
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The Association shall obtain blanket fidelity insurance for any person who either handles (or
is responsible for) funds that he or she holds or administers, whether ot not that individual receives
compensation for services. The policy shall name the Association as the insured and must include_
a provision that calls for ten days' written notice to the Association and all Eligible Mortgagees
before the policy can be canceled or substantially modified for any reason, in the manier provided
in Section 15.2 hereof. The policy should cover the maximum funds that will be in the cug
the Association or its Manager at any time while the policy is in force., A Manager that h
funds for the Association may be named as an additional insured under:such policy, or may be
covered by its own fidelity insurance policy, which should provide the same coverdg ired of
the Association. U

11.2.6 Additional Insurance.

The Board shall also acquire such additional insurance.coverage as it may;deem advisable
and appropriate, including Workmen's Compensation ingutance, where hetessary to meet the
requirements of law. Further, and notwithstanding any other provisions herein, the Association shall
continuously maintain in effect such casualty, flood and liability insurange and fidelity insurance
mecting the insurance and fidelity bond requirements for, condominium’ projects established by
Federal National Mortgage Association, Governme {National Mortgage Association, Federal Home
L.oanMortgage Corporation, Veteran's Administrati n; or other governniental or quasi-governmental
agencies involved in the secondary mortgage matket, long as any such agency is a Mortgagee or
Owner of a Unit within the Condominium; fir.the event:that such additional coverage is not
reasonably available, the procedures described in Section 11 6511?1]1 be followed.

ations;

11.2.7 General Policy Provisions:'éﬁa"L'

Insurance obtained pursuant to the requi ‘of this Article X1 shall be subject to the

following provisions; -

()  Eachpolicy shall be written witha company ot companies which are licensed
to do business in the State of Washington and which hold a B general policyholder's rating or a
financial performance index of 6 or better in the latest edition of Best's Key Rating Guide, oran A
or better rating . from ]Q?jé’moteoh, Inc,, or such other rating(s) by such other entities as may be
acceptable to or required by Federal National Mortgage Association, Government National Mortgage
Association, Federal Home Loan Mortgage Corporation, Veteran's Administration, or other
governmental or Gasi-go rnmental agencies involved in the secondary mortgage market, so long
as any such agency is.a Mortgagee 6t Owner of an Unit within the Condominiom.

(b naster policy will be primary, even if a Unit Owner has other insurance
[other than automobilediability insurance] that covers the same loss, and no insurance coverage
obtained and maintained pursuant to the requirements of this Article XI shall be brought into
contribution with ihsurance purchased individually by any of the Unit Owners or their Mortgagees,
as herein permitted, afid:Any "no other insurance® or similar clause in any policy obtained by the
Board of Directors pursuant to the requirements of this Section shall exclude such policies from

consideration, \3

-
‘ (q)j Each policy shall provide that it may not be canceled, substantially modified
or reduced without at least 10 days' prior written notice to all insureds named thereon, including all
named Mortgagees.
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(d  Eachpolicy of casualty insurance shall contain a waiver of any right of the
cattier to elect to restore, or repair damage or reconstruct in lieu of making a cash settlement if a
decision is made pursuant to this Declaration not to do so.

(¢)  Each policy shall contain a waiver of subrogation by the insurer {0 any and
all claims agaﬁlst the Unit Owners, the Association, the Board of Directors, the Manage andthelr/
tespective agents, arising from the acts of any Unit Owner, member of the Owner's household, ot

lessee of the Owner,

(f)  Policy contracts shall provide that each Unit Owner is éﬁ*ipsqgé’d' oh under
the policy with respect to liability arising out of the Owner's interest in the Cdrgﬁﬁon Eléments or
membership in the Association, 2

& E
(g)  Eachpolicy shall provide that (1) the policy's coveraﬁg.shaﬂ not be prejudiced
by any act or neglect of Unit Owners or their agents, employees, tenants, Mortgagees or invitees
when such act or neglect is not within the control of the insured ot the Unit Owners collectively; and
(if) the policy shall not be prejudiced by failure of the insured or the Unit Owners collectively to
comply with any warranty or condition with regard to any portion of the Condominium over which
the insured or the Unit Owners collectively have ng'control. . " '

(h)  Each policy must contain a
covered Mortgagees each such covered M?/rtgéi'gee, follo
assigns," . ' : ‘

_ ) "The insurer issuing the policy may not modify the amount or the extent of the
coverage of the policy or cancel or refiise to renew the policy unless the insurer has complied with
all applicable provisions of chapter'48.18 RCW pertaining to the cancellation ot nonrenewal of
contracts of insurance. The insuret shall n6t.modify theé amount or the extent of the coverage of the
policy, or cancel or refuse to renew the policy without complying with RCW 64.34.352,

6);
11.3 Deduyctible.

e o fecognize any Insurance Trust Agreement.

113.1 General P

The deductible shor blished at a level that is sufficiently high to eliminate minor
“nuisance” claims whichcould cause cancellation ofthe Association’s master policy, but not so high
that Unit Ow, illhave difficulty obtaining their own owners’ insurance coverage to cover their
potential lia der Section 11.3.2 hereof.

(jwn'e May Be Responsible for Insurance Deductible,

Where‘ﬂa%nag is limited to a single Unit, the Owner may be held responsible and specially
ssed for anyiuninsured amount and/or for any loss for which the Owner’s or occupant’s
institance may provide primary coverage. In cases where damage affects more than one Unit, ora
Unit and the Comimon Elements, responsibility for the uminsured amount shall be pro-rated among
the affected parties, including the Association; see Section 11.5 for further details. See also Section
10.7.2 of the Declaration.

/1132
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11.4  Notice of Insurance Coverage or Termination Thereof,

11.4.1 The Board of Directors shall promptly furnish to each Unit Owner and each Eligible
Mortgagee written notice of the procurement, subsequent changes, or termination ofeach insurance
policy or fidelity bond obtained on behalf of the Association. —

11.4.2 An insurer that has issued an insurance policy under this Section sha
certificates or memoranda of insurance to the Association and, upon written request, to any 1
Ownmer or holder of a mortgage.

11.5  Individual Policies,

11.5.1 Each Unit Owner should obtain, at such owner’s expense, a "Condominium Unit
Owner's Policy," or equivalent, to insure against loss or dama e.to any upgrades, iﬁprovements or
betterments to the Unit not covered by the Association’s master policy, or to peisonal property used
in or incidenta) to the occupancy of the Unit, additional living expenses, loss of rent, vandalism or
malicious mischief, theft, personal liability, loss assessment coverage to help the Owner pay a special
assessment due to casualty losses which exceed the amountof coverage under the master policy, any
loss arising from the application of Section 11.3.2 hereof, and.the like, Each Owner should obtain
a “building coverage rider”, if available. No Unit Owner shall maintsin insurance coverage which
will tend fo decrease the amount which the Aséociatitﬁ):fhﬁsmay realize under any insurance policy
which it may have in force at any particular time.“The Board of Directors may require that each Unit
Owner file with the Secretary or the Manager a_copy of each individual policy of insurance
purchased by the Unit Owner within 30 days after its purchase, Assuming that the Association
obtains “all-inclusive” insurance require def Section 11.2.1 hereof, covering upgrades,
improvements or betterments supplied or installe ithin the Units, the Board of Directors may also
require that all the Owners notify'the Board of Directors of all improvements made to their

respective Units having a value in‘excess of $}5 ,000, . /

11.5.2 In the event that any Unit Owner obtains permission from the Board of Directors to
construct or maintain any Limited Common Element or other improvements within the Common
Elements for the exclusiye use of suchOwner, the Board may require that such Owner shall acquire
liability insurance withl.géspec’f to suchf@pro%ments, in such form and amount as may be required
by the Board from time to time, which shall name the Association as an additional insured, and such
Owner shall be solgly responsible for all costs of insurance, maintenance, replacement and repair of
stch improvements, 4

11.6 Unavailabﬂjﬁ,j'\éancellaﬁon or Nonrenewal.

If the ipsurance described in Section 11.2 hereof is not reasonably available, or is modified,
canceled or notmenewed, the Association promptly shall cause notice of that fact to be hand-
delivered. or sent prepaid by first class United States mail to all Unit Owners, to each Eligible
Mortgagee, and to each'mortgagee to whom a certificate or memorandum of insurance has been
issued, at their tespective last known addresses. -

Adjustmqlt and Payment of Loss Proceeds.

,.:-‘I;J
policies shall provide that adjustment of loss shall be made by the Board of Directors,
and that proceeds payable pursuant to the policies shall be paid directly to the Board of Directors as
Insurance Trustee, to be held in trust for Unit Owners and all lienholders as their inferests may
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appear. Proceeds of insurance policies received by the Insurance Trustee shall be distributed to or
for the benefit of the Unit Owners and Mortgagees entitled thereto, afier first paying or making
provisions for the payment of the expenses of the Insurance Trustee, in the followi g manner;

on. Affer -

T o7

(1) Proceeds are to be paid first to repair or restore damage or destructi
completely defiaying the cost of the repair ot restoration, any surplus proceeds shall
jointly to the Unit Owners and Mottgagees, if any, entitled thereto.

(b)  If pursuant to the provisions of Section 11.8 hereof, not':
destroyed portions of the Condominium are to be repaired or replaced, insur
payable as provided in that Section. ‘ 7

11.8  Reconstruction Following Casualty Loss.

11.8.1 Duty to Reconstruct,

Any portion of the Condominium for which insurance is required {fmde} this Section and for
which the Board of Directors has the responsibility of méifitgnance and repair which is damaged or
destroyed shall be repaired or replaced promptly by'the Association unless: (a) the Condomintum
is terminated; (b) repair or replacement would be illegal under any state or local health or safety
statute or ordinance; or (¢) eighty percent (80%) of t it Owners, including every Owner of an

Unit or assigned Limited Common Element which will not'be rebuilt, along with any Mortgagees
. . 4 S h .

whose approval must be sought under appli¢able provisions ofthe Declaration, vote not to rebuild,

The cost of repair or replacement in excess of insurance proceeds and reserves shall be a Commeon

Expense.

11.8.2 Decision Not To chgﬁsﬁ*gct.

Ifall of the damaged or destroyed portions of the Condominium are not repaired or replaced:
(i) the insurance proceeds attributable t6 the damaged Common Elements shall be used to restore
the damaged arca to a condition. compatible with the remainder of the Condominium; (ii) the
insurance proceeds atfributable toUnits and Limited Common Elements which are not rebuilt shall
be distributed to the Owners of thoSéfﬁ_nits &nd the Owmers of the Units to which those Limited
Common Elements wefq\ allocated, or to lienholders, as their interests may appear; and (iii) the
remainder of the proceeds shall be distributed to all the Unit Owners or lienholders, as their interest
may appeat, in proportion to'the Commen Element interests of all the Units, Ifthe Unit Owners vote
not to rebuild any Unit, that Unit'sallocated interests are automatical ly reallocated upon the vote as
if the Unit had been condemned under RCW 64.34.060(1), and the Association promptly shall
prepare, execute, and tecord an amendment to the Declaration reflecting the reallocations.
Notwithstanding the provisions of this Subsection, RCW 64.34.268 poverns the distribution of
insurange proceeds if the Condominium is terminated,

B

83 Mannef;bf Reconstruction.

If destroﬁ;_,d or damaged property is to be reconstructed or repaired, the reconstruction or
thereof shall be accomplished as nearly as practicable to the character of the building or
isting immediately prior to such casualty. Any reconstruction or repair shall be done
vith then prevailing Building Code requirements and may be accomplished with
contemporary building materials, utilizing updated construction systems and technology if
appropriate. ’ '
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11.8.4 Payment of and Procedure for Reconstruction,

The proceeds of insurance collected on account of casualty, and funds received by the Board
of Directors from collections of Assessments against Unit Owners on account of suchcasualty, shal
constitute a construction fund which shall be disbursed in payment of the costs of teconstr
repair in the following marmer:

(@)  Ifthe damages exist only to parts of an Unit for which the 1‘esp0nsibﬂiﬁ of
maintenance and repair is borne by the Unit Owner, then the Owmer shail-be p_Q_:_q_siiglé for
reconstruction and repair after casualty and shall be entitled, with the assistance 6f the Board of
Directors, to apply for and use any applicable insurance preceeds, Insuch instances; the Association
shall not be requited to pay any of the insurance deductible, In al ' instances'the responsibility
of reconstruction and repair afier casualty shall be that of the Board of Directors. -

(b)  Ifthe amount of the estimated costs of teco? tructio :
or less, (as estimated by the Board of Directors) then the consiruction f\{nd shall be disbursed in
payment of such costs upon order of the Board of Directors, provided, however, that upon request

L tépair is $100,000

the proceeds/of which are included in

of a Mortgagee which is a beneficiary of an insurance po :
anner providedin Subsection (iif) hereof:

the construction fund, such fund shall be disbursed qthe m

(¢)  Ifthe estimated costs of reconsii pair of the buildings or other
improvement is more than $100,000, then costs and expens s0 ingurred from the construction fund
shall be disbursed from time to time as thé work Pprogresses Wpon approval by an engineer or
architect (hereinafter referred to as the “Re nstzuctfbn Supervisor”) licensed to practice in the State
of Washington and employed by the Boatd 0£Di ectors 1o supervise such work. The Reconstruction
Supervisor shall be required to furnishcertificate giving a brief description of the services rendered
and materials furnished by various contractors, subégi}tfactors, materialmen, the Reconstruction
Supervisor, or other persons who have rendered services or furnished materials in connection with
the work, and stating that: (a) the sums requested by them in payment are justly due and owing and
that said sums do not exceed the value of the services and materials furnished; (b) there is no other
outstanding indebtedness known.to the ReGonstruction Supervisor for the services and materials
described; and (c) the cost'as estimated by the Reconstruction Supervisor for the work remaining to
be done subsequent to the date of such certificate, does not exceed the amount of the construction

fund remaining after p 1 so requested.

11.9  Assessmen

Immediately @ casually causing damage to property for which the Board of Directors
has the responsibili naintenance and repair, the Board shall obtain teliable and detailed
estimates of the eplace the damaged property in as good a condition as it was before the
casualfy. Such'costs may include professional fees and premiums for such bonds as the Board
desires o as may be required. If the proceeds of insurance, coupled with any available reserve funds
and/or any'payments fiof Owners under Section 11.3.2 hereof, are not sufficient to defray such
estimated co§t§;atpe Board shall present to the Owners a Budget containing a Special Assessment to
:be made against all the Units as provided in Section 10,7 of the Declaration, in sufficient amounts
vide funds fo pay the shortfall, If at any time during reconstruction and tepait, or upon
stion of reconstruction or repair, the funds for payment of the costs thereof are insufficient,
shall'present a further Budget containing a Special Assessment, in sufficient amounts to

provide funds for the payment of such costs.
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11.10 Notice to Mortgagees.

The Board of Directors shall give written notice to: (a) an Eligible Mottgagee of the Unit
whenever damage to the Unit covered by thie mortgage exceeds $10,000; and (b) all Eligible®,
Mortgagees whenever damage to the Common Elements exceeds $100,000. © ,

11.11 Miscellaneous.

The provisions of this Article X1 shall constitute the procedure by which a':a'ételﬁningtibn is
made by the Unit Owners to repair, restore, reconstruct or rebuild the Condominium Howing
casualty thereto. The purpose of this Article XI shall be to provide-a fair and equitable method of
allocating the costs of repair and restoration and making a determination for repair and restoration
ifall or a portion of the improvements are damaged or destroyed, rovisions ofthis Article XI
shall be liberally construed to accomplish such purpose. E

12.1 Condemnation Affecting Whole Unit

If a Unit is acquired by condemnation, or if part of aUglt is acquired by condemnation
leaving the Unit Owner with a temmant of 2 Uni which may not practically or lawfully be used for
any purpose permitted by this Declaration iward must compensate the Unit Owner for the
Owner's Uit and ifs appurtenant interest in the Common Elements, whether or not any Common
Elements are acquired. Upon acquisition, unless ecree otherwise provides, all that Unit's
Allocated Interests are automatically reallocated to the remaining Units in proportion to the
respective Allocated Interests of those Units before the taking, and the Association shall promptly
prepare, execute, and record an amendment to the Declaration reflecting the reallocations. Any
remnant of a Unit remaining -after part of & _Unit is taken under this subsection is thereafter a
Common Element. > k4

Except as ﬂgovide : 12.1 hereof, if part of a Unit is acquired by condemnation, the
award must compensate the UnitiOWner for the reduction in valiie of the Unit and its appurtenant
interest in the Common:Elements, whether or not any Common Elements are acquired. Upon
acquisition, unless the decree otherwise provides: (a) That Unit's Aliocated Interests are reduced in
proportionito the-teduction in the size of the Unit; and (b) the portion of the Allocated Interests
divested from the partially acquired Unit are automatically reallocated to that Unitand the remaining
Units in.proportiofito the respective Allocated Interests of those Units before the taking, with the
partially acquired Un i?ai*ticipating in thereallocation on the basis of its reduced Allocated Inferests,

>
A4

1:2,3 Condemnation of Common Elements,

- IL part of'the Common Elements is acquired by condemnation, the pottion of the award
attributable’to the Common Elements taken shall be paid to the Owners based on their respective
Allocated Interests in the Common Elements unless the Association at a special meeting called for
such purpose, decides otherwise,
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