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The Common Properties may be subject to storm water overflow, natural bank erosion
and other natural or man-made events or occurrences to extents which cannot be defined or
controlled. Under no circumstances shall Declarant ever be held liable for any damages or
injuries of any kind or character or nature whatsoever resulting from: (i) the occurrence of any
natural phenomena; (ii) the failure or defect of any structure or structures situated on or within
the Common Properties; and (iii) any act, conduct, omission or behavior of any individual,
group of individuals, entity or enterprise occurring on, within or related to the Common
Properties.

6.05 Reserve Funds. The Board may establish reserve funds, for such purposes as
may be determined by the Board, which may be maintained and accounted for separately from
other funds maintained for annual operating expenses and may establish separate, irrevocable
trust accounts in order to better demonstrate that the amounts deposited therein are capital
contributions and are not net income to the Association. Expenditures from any such fund will
be made at the direction of the Board. The reserve fund provided for herein shall be used for
the general purposes of promoting the recreation, health, safety, welfare, common benefit, and
enjoyment of the Owners and occupants of the subdivision, and maintaining the subdivision and
improvements therein, all as may be more specifically authorized from time to time by the Board
of Directors. Capital expenditures from this fund may include by way of example, but not be
limited to, landscaping, irrigation systems, entrance signs, street and street light repair, drainage
improvements and improvements to bodies of water or other repair of major damage to the
Common Properties not covered by insurance.

ARTICLE VII
INSURANCE; REPAIR AND RESTORATION

7.01 Right to Purchase Insurance. The Association shall have the right and option
. to purchase, carry and maintain in force insurance covering any or all portions of the Common

Properties, the improvements thereon and appurtenant thereto, for the interest of the Association
and of all Members thereof, in such amounts and with such endorsements and coverage as shall
be considered good sound insurance coverage for properties similar in construction, location and
use to the subject property. Such insurance may include, but need not be limited to:

(a) Insurance against loss or damage by fire and hazards covered by
a standard extended coverage endorsement in an amount which shall be equal to
the maximum insurable replacement value, excluding foundation and excavation
costs as determined annually by the insurance carrier.

basis.
(b) Public liability and property damage insurance on a broad form

(c) Fidelity bond for all directors, officers and employees of the
Association having control over the receipt or the disbursement of funds in such
penal sums as shall be determined by the Association in accordance with its
Bylaws.

(d) Officers and directors liability insurance.
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7.02 Insurance Proceeds. Proceeds of insurance shall be disbursed by the insurance
carrier to the Association or contractors designated by the Association as the Board of Directors
may direct. The Association shall use the net insurance. proceeds to repair and replace any
damage or destruction of property, real or personal, covered by such insurance. Any balance
from the proceeds of insurance paid to the Association, as required in this Article, remaining
after satisfactory completion of repair and replacement, shall be retained by the Association as
part of a general reserve fund for repair and replacement of the Common Properties.

7.03 Insufficient Proceeds. If the insurance proceeds are insufficient to repair or
replace any loss or damage, the Association may levy a special assessment as provided for in
Article V of this Declaration to cover the deficiency. If the insurance proceeds are insufficient
to repair or replace any loss or damage for which an Owner is bound hereunder, such Owner
shall, as such Owner's undivided responsibility, pay any excess costs of repair or replacement.

7.04 Mortgagee Protection. There may be attached to all policies of insurance against
loss or damage by fire and other hazards, a mortgagee's or lender's loss payable clause;
provided, however, that amounts payable under such clause to the mortgagee may be paid to the
Association to hold for the payment of costs of repair or replacement, subject to the provisions
of Section 7.02 hereof. The Association shall be responsible to hold said monies or to collect
additional monies if the proceeds are insufficient to pay for the cost of all repairs or
replacements and shall ensure that all mechanics', materialmen's and similar liens which may
result from said repairs or replacements are satisfied.

"'--.---'

7.05 Destruction of Improvements on Individual Lots. In the event of destruction
(total or partial) to the improvements on any individual Lot due to fire or any other cause each
Owner covenants and agrees to clear and remove any and all debris resulting from such damage
within two (2) months after the date that the damage occurs and to complete all necessary repairs
or reconstruction of the damaged improvements within one (1) year after the date that the
damage occurs.


